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88 A PRACIICAL TREATISE

never seen in the money market. The practice is now
more gencral of lodging moncy at call with the large
money dealers. And it is in this way that the London
bankers make provision for any sudden demand. It is
rarcly, however, that any large demand comes 80 suddenly
as to oceasion any inconvenience. And it may be observed
that such bankers as are members of the Clearing-
house have the whole day to make preparation,—onc of the
circumstances which cnables them to lock up at night
with a smaller amount of cash.

In the morning the banker looks at his “Cash-book,”
and observes the amount with which he “locked up” the
preceding night. He then looks at the “ Diary,” which
contains his reccipts and payments for that day, as far as
he is then advised. He then opens the letters, and notices
the remittances they contain, and ‘the payments he is
instructed to make. Hec will learn from these itcms
whether he ©wants moncy,” or has “ moncy to sparc.”
If he wants money, he will « take in” any loans that may
be falling duc that day, or hc may call in” any loans
he may have out on demand, or he may go farther, and
borrow money for a few days on stock or exchequer bills.
Should he have money to sparc, he will, peradventure,
discount brokers’ bills, or lodge money on demand with
the bill-brokers, or lend it for fixed periods upon stock or
exchequer bills.  There arc some bill-brokers who usually
make their rounds every morning, first calling on the
partics who supply them with bills, and then calling on
the bankers who supply them with money. The stock-
brokers, too, will call after ¢ the market is open,” to
inform thc banker how ¢ things are going” on the
Stock Exchange, what opcrations are taking place, and
whether money is abundant or scarce “in the house;”
also what rumours are afloat that arc likely to affect the
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While, however, thc profits of a banker from the
ordinary opcrations of his business may be diminished, it
is possible he may have opportunities of making other
profits by those fluctuations in the prices of public securi-
tics, which usually occur in the different periods of a
circle of the currency. In the first period, immediately
after a pressure, money is abundant without speculation ;
in the sccond period, money is abundant and speculations
abound ; in the third period, speculation begins to decline
and moncy is in demand; in the fourth period, money is
~scarce and a pressure arrives. It is impossible to say how
long cach of these periods may last, as they will be in-
fluenced by political events—the abundance of the har-
vests—the direction which speculation may take—and
the state of the public mind. Their approach or decline
are generally indicated by the stock of gold in the Bank
of England.

During the first period money will be abundant, because
the importation of gold will cause an increased issue of
bank mnotes; because, the import of commodities being
diminished, there will be fewer bills drawn from abroad
upon English houses, and offered for discount to the
London bankers; and because trade will have become
paralyzed at home, and prices will have fallen, so that less
money will be required to carry it on. A banker at this
period, will have more moncy than he can employ. But
at this period, the prices of the publig funds and of other
sccurities arc low. The Act of 1844, by causing great
fluctuations in prices, gives great advantage to prudent
capitalists, at the cxpense of the less prudent or less
wealthy classes of the community. All fluctuations in
trade,” says Mr. Gurncy, “arc advantageous to the know-
ing man.”* To those who are not «knowing men,”

* Tords, 1324
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PREFACE.

In the Preface to my ‘ llistory and Principles of
Banking > I made the following remarks : —

“ Banking is both an art and a science. As an
art it 13 a branch of trade intimately connected with
every man’s business; as a science, it forms an im-
portant portion of political economy. The knowledge
of banking as an art, is acquircd like that of other
arts, by serving an apprenticeship, or engaging prac-
tically in its operations. The knowledge of banking
as a science may be acquired, like that of other
sciences, by reading, observation, and reflection.
These two branches of knowledge do not always
accompany each other. Some, who are practically
engaged in’ banking, do not study its principles;
while those who have written upon its principles have
for the most part been political economists and states-
men, who.were unacquainted with its practical details.
'This publication will, perhaps, be thought worthy of
some degree of attention, upon the ground that it
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professes to be a scientific work, written by a prac-
tical man.”

The present work professes to trcat of banking as
an art. Art is the application of knowledge to a prac-
tical end.* The practical end of banking, as of all
other trades and professions, is to get moncy. 'This
book treats of the means by which that end is ob-
tained—points out the rules to be followed, and the
errors to be avoided—shows how these rules arc
applied by various banking institutions, and in dif-
ferent districts of the United Kingdom—cxhibits the
qualifications necessary to the party by whom these
rules are administered—and describes those moral
virtues which arc as indispensable as professional
knowledge to the attainment of success.

It may be supposed, that in discussing the “ eftects
of the Act of 1844,” and “ the Laws of the Currency,”
I have wandered beyond the limits of practical bank-
ing. But these matters are viewed only in their
practical results. The principles of banking are de-
ductions from facts. The science of banking is a
collection of these principles. It is of importance to
have a correct notion of the nature of this scicnce. In
the physical sciences, as in chemistry and electricity, we
often discover a principle, and then apply it to a prac-
tical end. But in banking, and in political economy,
generally, we first collect our facts, and then ascend
from facts to principles. Hence, books in which.are
described the practical operations of banking, and

# Sir John Herschell.
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the actual results of legislative enactments, furnish
the materials which ¢nable us to arrive at sound
principles.

There are several classes of persons to whom I
think this book may be more particularly useful.

The first class includes those public men who have
occasion to write or to spcak upon our banking insti-
tutions. Statesmen, authors, and reviewers, however
correct may be their knowledge of banking as a
science, often fall into mistakes when they attempt to
describe its practical operations. Although it must be
admitted that the principles of banking may be well
understood withont any acquaintance with details, yet
it is equally true that if a public man bevg acquired a
competent degree of practical information, his opinions
will carry greater weight, and he will be less liable to
fall into erroncous conclusions. They, especially, who
arc desirous of altering the constitution of our bank-
ing establishments, should be anxious not to weaken
the force of their recommendations by making mis-
statements as to matters of fact. The public have
a right to cxpeet that they who attempt to improve a
system should be well acquainted with the system
they attempt to improve.

The second class are those who are practically
engaged in banking operations. Those directors of
our joint-stock banks, who may have been appointed
chiefly on account of their high character and local
influence, may derive from this work some practical
information, which will assist them in the discharge
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of their official duties. Young men too, who occupy
subordinate stations in our banking establishments,
may here acquire those enlarged views that will qualify
them for higher appointments. One object of the
work is to aid the formation of good practical bankers.
Even to experienced bankers, books on banking are
uscful, not only from the information they impart, but
from the impressions they produce, and the recol-
lections ’c'hey awaken. In banking, as in morals, we
often go astray, more from want of firmness than from
want of knowledge. We have all need to be reminded
of the importance of a steady adherence to sound prin-
ciples. And the more frequently the right path is
pointed out to us, the less likely arc we to wander
into those which are forbidden.

The sharcholders in joint-stock banks are a class
to whom the subject must be of the deepest mterest.
Upon the wise administration of their respective banks
will depend the amount of their dividends, and the
safety of their capital. This book professes to show
in what way this wise administration may be secured.
Sharcholders may here learn how to judge of the
conduct of their directors, and (what is of no less
importance) how to regulate their own.

To all persons who “keep bankers” ‘it must be
useful to know by what rules bankers manage their
business. They will thus be able to conduct their
account so as to give satisfaction to their banker.
And they will be able to judge how far he may be
disposed to grant them such assistance as thcy may
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occasionally require. A large number of persons,
especially in London, have not yet discovercd the
advantage of keeping a banker. They imagine that
banks are merely places in which the opulent deposit
their superfluous riches. The perusal of this work
will be sufficient to show that the advantages of
banking are not confined to the wealthy.

1 do not know that I can promise much amuse-
ment, except to those who find amusemenf in the
pursuit of knowledge. Banking is considered a dry
subject. So are all subjects until they are under-
stood. I think I may say, that ncither in the matter
nor in the style will my readers find anything here
which they cannot understand.  They who wish.only
for such a general acquaintance with banking as in
the present day every man of education is expected to
possess, may read the first volume, omitting the third,
fifth, twelfth, thirteenth, and fourteenth sections.
'They may then consult their own taste as to whether
they will read any other portions of the work. Should
they do mo more than this, they will obtain as much
knowledge of practical banking as they will probably
require for the purposes of general society, cven in
the company of bankers.

This book is designed to be useful to the public at
large, by circulating that kind of information which, as
it becomes more widely diffused, will tend to prevent
a recurrence of those evils that have in too many
instances resulted from the bad administration of
some of our banking institutions. ‘Lo give useful
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information to the public has been the aim of this
and of all my other works. When this book first
appeared, therc existed no other publication that
described in detail the interior operations of a bank.
I am happy to say, that since that period several
valuable works of a similar kind have been published.
And we are now prescnted monthly, in the Bankers’
Magazine, with exccllent articles on practical banking,
written chicfly by practical bankers.

The first edition of this work was published in
May, 1827 ; the sccond in January, 1828 ; the third
in December, 1834 ; and the fourth m October, 1836.
In the beginning of the year 1847, I detcrmined to
publish a new cdition ; but before I had prepared it
for publication the pressure came, and Parliamentary
Committees were appointed to inquire into the causes
of the distress. My position required that I should
make mysclf acquainted with the evidence given hefore
those committces. I wrote out my reflections on
some portions of this cvidence, and have cmbodied
them in the present work. Ilence one cause of the
increased size of the book, and of the delay which has
attended its publication.  This edition has the advan-
tage of an elaboratc Index, the uses of which are
pointed out in the last scction of the second volume.

I have been so long known as a writer on banking,
and my writings have met with so much acceptance,
that it is not necessary I should enumerate any clains
I may be supposed to have on public attention. But
there is one claim that gathers strength by time—
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that is, experience. And in publishing a new edition
of a practical work, it may not be inappropriate to
state, that it is now upwards of thirty-six years since
I first engaged in the business of banking, and I have
been above twenty-two years a Manager. I am
thankful to acknowledge, that during those twenty-
two yecars 1 have not had one unsuccessful ycar.

. W. G

LoNDoN,
July 5th, 1849.
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A PRACTICAL TREQTISE

ON

BANKING.

Parr 1.—OInP

TITE NATURE QF BANKING
here is.in this
d goldsmiths, and
hat corporation ; but
pany or corporation in
as the business any defi-

“Wnart is it that we call a Ban
city a company or corporation,
most of those called bankerg arc
so far as I know, there is

Fngland called bankers,
nition or description either
By custom we call a man a
with proper counters, sgrvfnts, and books, for rcceiving
other people’s money, in dfder to keep it safe, and return
it upon deman¥; and when any man has opened such a

ommon law or by statute.
ker who has an open shop,

shop, we call him a banker, without inquiring whether

any man has given him money to keep or no; for this is

éa trade where no apprenticeship is required, it having

mever yet heen supposed that a man who scts up the trade

ﬁf banking, could be sued upon the statute of Queen
B
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~Elizabath, which enacts, that nonc shall use any art or
mystcxg then used, but such as have served an apprentice-
ship in the same.”*

The term BankHs derived from banco, the Italian word
for Bench, as the: Lombard Jews in Ttaly kept benches in
the market-place, where they exchanged money and bills.

- When a banker failed, his bench was broken by the
populiige; and from this circumstance we have our term

nk-rupf.

\% banker is a dealer in, capital, or more properly a
déader in meney.  He ds an intermediate party between
the borrower and the lender. IJe borrows of one party,
and* lends to aﬁgthcr; and thg difference between the
terms at‘which he borrows and those at which he lends,
forms the source of.lis profit. By this means he draws
into active operation those small sums of money which
were previously nnproductive in the hands of private indi-
viduals; and at the same time furnishes accommodation
to those who have nced of additional capital to carry on
their commercial transactions.

Banks have been'divided into private and public. A
private hank is that in which there ave hut few partners,
and these attend personally to its management. A public
bank is that in which there are numerous partners, and
they clect from their own body a certain number, who are
entrusted with its management. The latter are usually
called Joint-stock baunks.

The business of banking consists chicfly in receiving
deposits of money, upon which interest thay or may not
be allowed ;—in making advances of moncy, principally
in the way of discounting bills;—and in effecting the
transmission of moncy fronr onc place to another. Private

.

* Speeeh, delivered in the House of Commons, in 1746.—See the
London Magazine for that year, page 120.
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banks in metropolitan citics are usually the agents of the
banks in the provinces, and charge a commission on their
transactions. In making payments many country banks
issue their own notes.

The disposable means of a bank consist of—First, the
capital paid down by the partners, or shareholders. Se-
condly, the amount of money lodged by their customers.
Thirdly, the amount of notes they are able to keep out in
circulation. Fourthly, the amount of money in the course
of transmission—that is, money they have received, and
are to re-pay, in some distant place, at a future time.

These disposable means are employed —First, in dis-
counting hills. Secondly, in advance§of money in the
form of cash credits, loans, or overdrawn accounts.
Thirdly, in the purchasc of government or other sccu-
rities. Fourthly, a part is kept in the banker’s till, to
mect the current demands. Of these four ways of em-
ploying the capital of a bank, three are productive, and
onc is unproductive.  The discounting of bills yields
interest—the loans, and the cash credits, and the over-
drawn accounts, yield interest—the government securities
vield interest—the money in the till yiclds no interest.

The expenscs of a bank may be classified thus: rent,
taxes, and repairs of the house in which the business is
carried on; salaries of the officers; stationer’s bill for
books, paper, notes, stamps, &c.; incidental expenses, as
postages, coals, &c.

The profits of a bank arc that portion of its total
receipts—ineluding discount, interest, dividends, and com-
mission—which exceeds the amount of the expenses.

B2
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SECTION 1II.
THE UTILITY OF BANKING.

I~ the first place, banks are useful as places of sccurity
for the deposit of money. The circunstance which gave
rise to the business of banking in this country, was a
desire on the part of the merchants of Tondon to obtain
a place where they might lodge their money in sccurity.
Every one who has had the care of large sums of moncy,
knows the anxicty which attends their custody. A person
in this case must cither take carc of his money himself]
or trust it to his servants. If he take care of it himself,
he will often be put to inconvenience, and will have to
deny himsclf holidays and comforts, of which a man who
is possessed of much money would not like to be deprived.

If he entrust it to others, he must depend upon their
honesty and their ability. And, although in many im-
portant cascs a master is compelled to do this, yet he does
not feel the same satisfaction as if the money was actually
under his own care. Some instances of neglect, or of
dishonesty, will necessarily occur, and these will oceasion
suspicion in reference to other parties against whom no
suspicion ought to be entertained. Besides, in both these
cases the money is lodged under the owner’s own roof,
and is subject to thieves, to fire, and to other contin-
gencics, against which it is not always casy to guard.

All these evils are obviated by means of banking. The
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owner of money nced neither take the charge of it him-
self, nor trust to his dependents. Ile can place it in the
hands of his bankers. . They are wealthy men, and are
responsible to him for the amount. If they arc robbed,
it is no loss to him : they arc pledged to restore to him
the amount of his deposit when he shall require it.
Whencver he wants money he has only to write an order,
or draft, upon his banker, and the person to whom he is
indebted takes the draft to the bank, and without any
hesitation or delay receives the money.

2. The bankers allow intercst for money placed in their
hands.

By means of banking the various small sums of money
which would have remained unproductive in the hands of
individuals, are collected into large amounts in the hands
of the bankers, who employ it in granting facilities to
trade and commerce. Thus banking increases the pro-
ductive eapital of the nation. At the origin of banking,
““the new-fashioned bankers,” as they were called, allowed
a certain rate of interest for money placed in their hands.
The banks of Scotland carry this practice to the greatest
cxtent, as they receive upon interest so low an amount as
ten pounds; and also allow interest on the balance of a
running account. Many of the country bankers in England
allow interest on the balance of a running account, and
charge commission on the amount of the money with-
drawn. The London bankers generally do not allow interest
on deposit, but neither do they charge commission. All
their profits arc derived from the use of their customers”
money. The hanks of Scotland do not charge commission,
although they allow intcrest on deposits; but then those
banks have a profit by the issue of their notes. The
London bankers do not issuc notes.

3. Another advantage conferred upon socicty by bankers
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"is, that they make advances to persons who want to
borrow money. These advances are made—by discount-
ing bills—upon personal security—upon the joint sccurity
of the borrower, and two or thrce of his friends—and
sometimes upon mortgage. Persons engaged in trade and
commerce arc thus enabled to augment their capital, and
consequently their wealth. The increase of money in cir-
culation, stimulates production. When bankers are com-
pelled to withhold their usual accommodation, both the
commcreial and the agricultural interests are plunged in
cxtreme distress. The great advantage arising to a ncigh-
hourhood from the establishment of a bank, is derived
mainly from the additional supplies of money advanced in
the form of loans, or discounts, to the inhabitants of the
place. This principle is so well understood in Scotland,
that branch banks are somctimes established in poor dis-
tricts, with a view of obtaining a future profit from the
prosperity which the bank will introduce.*

4. Another benefit derived from bankers is, that they
transmit money from onc part of the country to another.

There is scarcely a person in business who has not
occasion sometimes to send money to a distant town.
But how is this to be done? Ile cannot send a messenger
with it on purposc—that would he too expensive. He
cannot send it by post—that would be too hazardous.
Besides, the swmn may be some fraction of a pound, and
then it cannot go by post. The post, too, takes a con-
siderable time, as three letters at least must pass on the
transaction. If he live in London he may obtain a bank
post bill, but he cannot obtain that in the country: and
he may not be able to obtain it in London for the exact
sum he wants. How then is the money to-be sent ?

% Tvidenee bhefore the Scleet Committee of the House of Commons,
upon the Abolition of Small Notes, p. 43.
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Every country banker opens an account with a London
banker. 1If, then; a person lives at Penzance, and wants
to send a sum of money to Aberdeen, he will pay the
money into the Penzance bank, and his friend will receive
it of the Aberdeen bank. The whole transaction is this:
the Penzance bank will dircet their agent in London to
pay the moncy to the London agent of the Aberdeen
bank, who will be duly advised of the payment. A small
commission charged by the Penzance bank, and the post-
ages, constitute all the expenses incurred, and there is not
the least risk of loss.

Jommercial travellers, who go collecting money, derive
great advantage from the banks.  Instead of carrying
with them, throughout the whole of their journey, all the
money they have reeeived, when perhaps it wmay be wanted
at home, they pay it into a bank, by whom it is remitted
with the greatest sccurity, and at little expense ; and they
are thus delivered from an incumbrance which would have
occasioned great care and auxiety.

5. Wherever a hank is established, the public are able
to obtain that denomination of currency which is best
adapted for carrying on the commercial operations of the
place.  In a town which has no bank, a person may have
occasion to use small notes, and have none but large oncs;
and at other times he may have need of large notes, and
not be able to obtain them. But where a bank is esta-
blished there can be no difficulty of this kind. The banks
issue that description of notes which the receivers may
require, and®are always ready to exchange them for others
of a different denomination. Banks, too, usually supply
their customers and the neighbourhood with silver; and
if, on the other hand, silver should be too abundant, the
banks will receive it, either as a deposit, or in cxchange
for their notes. ence, where banks are established, it
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1s easy to obtain change. This is very convenient to those
who have to pay large sums in wages, or who purchase in
small amounts the commodities in which they trade.

6. By mcans of banking there is a great saving of time
in making money transactions. - .

How much longer time does it take to count out a sum
of money in pounds, shillings, and pence, than it does to
write a draft.  And how much less trouble is it to receive
a draft in payment of a debt, and then to pay it into the
banker’s, than it is to reccive a sum of money in currency.
What inconveniences would arise from the necessity of
weighing sovercigns, What a loss of time from disputes
as to the goodness or badness of particular picces of
moncy.

Besides the loss of time that must necessarily occur on
cvery transaction, we must also reckon the loss which
cvery merchant or tradesman, in an extensive line of busi-
ness, would certainly sustain in the course of a year from
receiving counterfeit or deficient coin, or forged notes.
From all this risk he is exempt by keeping a banker. If
he receive payment of a debt, it is in the form of a draft
upon his customer’s banker. Ilc pays it into his own
banker’s, and no coin or bank notes pass through his
hands. If he draws bills, those bills are presented by
his banker: and if his banker take bad money it is his
own loss.

7. A merchant or tradesman who keeps a banker, saves
the trouble and cxpense of presenting thosc bills or drafts
which he may draw upon his customers, or which he may
receive in exchange for his goods. He pays these into
the hands of his banker, and has no further trouble. He
has now no care about thc custody of his bills—no anxicty
about their being stolen—no danger of forgetting them
until they arc over-due, and thus cxonerating the in-
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dorsers—no trouble of sending to a distance in order to
demand payment. He has nothing more to do than to
sec the amount entered to his credit in his banker’s books.
If a bill be not paid it is brought back to him on the day
after it falls due, properly noted. The banker’s clerk and
the notary’s clerk are witnesses ready to come forward to
prove that the bill has been duly presented, and the
notary’s ticket attached to the bill assigns the reason why
it is not paid. But if any indorser of the bill has given
a reference in case of nced—that is, if any indorser has
written on the hack of the bill that some other party will
pay it in case the accepter does not, then the notary
takes the bill to the referce, and procures the money from
him.

This circumstance alone must cause an immense saving
of expense to a mercantile house in the course of a year.
Let us supposc that a merchant has only two bills due
cach day. These bills may be payable in distant parts of
the town, so that it may take a clerk half a day to present
them.  And in large mercantile establishinents it would
take up the whole time of one or two clerks to present
the due bills and the drafts. The salaries of thesc clerks
are therefore saved by keeping an account at a banker’s.
Besides the saving of expense, it is also reasonable to sup-
posc that losses upon bills would sometimes occur from
mistakes, or oversights—from miscaleulation as to the
time a bill would become due—from errors in marking it
up—from forgetfulness to present it—or from presenting
it at the wrohg housc. In these cases the indorsers and
the drawers are cxonerated; and if the accepter do not
pay the bill the amount is lost. In a banking-house such
mistakes are not so likely to occur, though they do occur

sometimes j but the loss falls upon the banker, and not
upon his customer.
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8. Another advantage from keeping a banker in Lon-
don, is, that by this means you have a continual referce
as to your respectability. If a mercantile house in the
country write to their agent, to ascertain the respectability
of a firm in London, the first inquiry is, Who is their
banker? And when this is ascertained, the banker is
applied to through the proper channel, and he gives his
testimony as to the respectability of his customer. 'When
a trader gives his bill, it circulates throngh the hands of
many individuals to whom he is personally unknown ; but
if the bill is made payable at a banking-house, it bears on
its face a rcference to a party to whom the aceepter is
known, and who must have some knowledge of his charac-
ter as a tradesman.  This may be an immense advantage
to a man in business, as a means of increasing his credit ;
and credit, Dr. Iranklin says, is money.

9. The keeping an account at a banking-house, enables
a trader not only to give a constant reference as to his
own respectability, but it also cnables him to ascertain
the respectability of other persons who keep bankers.
There arc numerous cases in which a trader may wish to
know this. A stranger may bring him a bill, and want
goods in exchange: or he may have drawn a bill upon a
customer, and wishes to ascertain if this bill would be
paid before he gave him any further credit.  If this hill is
not made payable at a banking-housc, he can obtain no
information. But supposc the bill is made payable at a
hanking-housc; cven then he can obtain no information,
unless he himself has a banker. If he take the bill to the
banker’s, at whose house it is made payable, and say,
¢ Gentlemen, I will thank you to inform me if the accepter
of this bill be a respectable man—May 1 safely give goods
or money in exchange for it ?””  They will reply, « Sir, we
never answer such questions to strangers.”  But if the
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lholder of this bill keeps an account at a banker’s, he has
only to ask his banker to make the inquiry for him, and
he will easily obtain the most ample information. Among
nearly all the bankers in London, the practice is esta-
blished of giving information to ecach other as to the
respectability of their customers. For as the bankers
themselves arce the greatest discounters of bills, it is their
interest to follow this practice; and indeed the interest
of their customers also, of those at lcast who arc re-
spectable.

10. By means of banking, pcople arc able to preserve an
authentic record of their annual expenditure. If a person
pays into his banker all the moncy he reccives in the
course of a ycar, and makes all his payments by cheques—
then by looking over his bank-book at the end of the
year he will readily sec the total amount of his reccipts,
and the various items of his expenditure. This is very
uscful to persons who have not habits of business, and
who may therefore be in danger of living beyond their
means. It is uscless to advise such persons to keep an
account of their expenses—they will do no such thing;
but when short of moncy at Christmas to pay their trades-
men’s bills, they may take the trouble of looking over
their bank-book, and noticing how many cheques were
drawn for the purchasc of unnccessary articles. A bank
account is uscful also in case of disputed payments. People
do not always take reccipts for money they pay to their
tradesmen, and when they do the receipts may become
lost or mislaid. In case of death or of omission to enter
the amount in the creditor’s hooks, the money may be
demanded again. Should the payment have been made
in bank notes or sovereigns, the payer can offer no legal
proof of having settled the account; but if the account
was discharged by a cheque on a banker, the cheque can
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be produced, and the payment proved by the officers of
the bank, who can be subpenacd for that purposc.

11. Another advantage resulting from keeping a banker
in London, is, that the party has a secure place of deposit
for any deeds, papers, or other property that may require
peculiar care.  Any customer who plcases may have a tin
box, which ke may leave with his banker in the evening,
and call for it in the morning. In this box he might
place his will; the leasc of his house, policies of insurance,
or any other documents he wished to prescrve against fire.
Stock-brokers and others who have offices in the city, and
live out of town, have such boxes, which they leave over-
night with their banker for the sake of sccurity, in prefer-
ence to leaving them in their own oflice. If a party were
going to the country he might send his plate or jewellery
to his banker, who will lock it up in his strong room,
and thus it will be preserved from fire and thieves until
his return. Solicitors and others, who have dceds or other
writings of importance left in their custody, can send
them to the bank during the night, and thus avoid the
danger of fire.

12. By keeping a banker, people have a ready channcl
of obtaining much information that will be uscful to them
in the way of their business. They will know the way in
which bankers keep their accounts; they will learn many
of the laws and customs relating to bills of exchange. By
asking the banker, or any of the clerks, they may know
which is the readiest way of remitting any moncy they
have to send to any part of the country or to the con-
tinent. If they have to buy or sell any stock in the
public funds, the banker can give them the name of a
respectable broker who can manage the business; or
should they be about to travel, and wish to know the. best
way of receiving money abroad ; or he appointed executors
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to a will, and have to scttle somc money matters—the
banker will in these, and many other cases, be able to
give them the necessary information.

13. Banking also cxcrcises a powerful influence upon
the morals of society. It tends to produce honesty and
punctuality in pecuniary engagements. Bankers, for their
own interest, always have a regard to the moral character
of the party with whom they deal; they inquire whether
he be honest or tricky, industrious or idle, prudent or
speeulative, thrifty or prodigal, and they will more readily
make advances to a man of modcrate property and good
morals, than to a man of large property but of inferior
reputation. Thus the cstablishment of a bank in any
place immediately advances the pecuniary value of a good
moral character. There arc numerous instances of per-
sons having arisen from obscurity to wealth only by means
of their moral character, and the confidence which that
character produced in the mind of their banker. It is
not merely by way of loan or discount that a banker
serves such a person. [le also speaks well of him to those
persons who may make inquiries respecting him : and the
banker’s good opinion will be the means of procuring him
a higher degree of credit with the parties with whom he
trades. These cffects are easily perceivable in country
towns; and cven in London if a house be known to have
engaged in gambling or smuggling transactions, or in any
other way to have acted discreditably, their bills will be
taken by the bankers less readily than those of an honour-
able house of inferior property.

It is thus that bankers perform the functions of public
conscrvators of the commercial virtues. From motives of
private interest they cucourage the industrious, the pru-
dent, the punctual, and the honest—while they discoun-
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tenance the spendthrift and the gambler, the liar and the
knave. They hold out inducements to uprightness, which
are not disregarded by even the most abandoned. There
is many a man who would be deterred from dishonesty
by the frown of a banker, though he might care but little
for the admonitions of a hishop.
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SECTION IIIL

LANKING TERMS.

Query 1.—1s the word Bank a singular or a plural
noun ?

The word BaNk, being a noun of multitude, may have
verhs and pronouns agreecing with it in cither the singular
or the plural number, yet not without regard to the import
of the term as conveying unity or plurality of idea.
Tn the use of this term the following rules arc usually
observed :—

1. When any operation or feeling of the mind is
ascribed to a bank, the verbs and pronouns are i)laced mn
the plural—as, “The bank were anviovs to meet the
wishes of the public.”  “The bank have concurred in the
measurc proposed.”  “Arc you onc of the persons who
tried the question with the Bank of Ircland, whether ¢hey
conceived themselves bound to pay in gold at lheir
branches 7”7« The Bank of Lngland petitioned against
this bill, and were heard by their Counsel ; but their yepre-
sentations produced no cffect, and the bill having passced
through both Houses, received the Royal assent.” The
following examples, wherein mental operations are as-
cribed to a ncuter pronoun, are violations of this rule:
“The bank allows the party having the cash credit to
liquidate any portion of his debt to the bank at any time
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that may suit his convenience, and reserves to ifself the
power of cancelling, whenever it shall think fit, the credit
granted.”” Tt is usual for the bank when ¢ gives a cash
credit fo keep a watchful eye over the person having that
cash credit.”

2. When a reference is made to a bank merely as an
stitution, the term is considered to belong to the sin-
gular—as, “The Bank of Scotland continued the only
bank from the date of ifs cstablishment, in 1695, to the
year 1727. 1In that year a charter of incorporation was
granted to certain individuals named therein, for carrying
on the business of banking, under the name of the Royal
Bank; and subscquent charters were granted to this
establishment, cnlarging ifs capital, which now amounts
to one million and a half.” “The National Bank of
Scotland Aas 1,238 partners.” “If this measure be carricd
into cftect, the Provincial Bank must instantly be deprived
of any sufficicnt means of reimbursing itself for the heavy
cxpense to which ¢ has been subject.”  “ Has your hank
an establishment at Kirkcudbright?”” “The Bank of
England Zas the control of ifs issues cntirely within
itself.”

3. When we notice the rules or habitual acts of a
bank, the word belongs to the singular—as, “The Pro-
vincial Bank allows iuterest at the ratc of two per cent.”
“The bank draws bills upon London at twenty-one days
after date.” “The bank discounts bills at the rate of four
per cent.”  “The bank issues notes payable in gold at
the place of issue.” “The London and Westminster
grants intercst upon deposits—i¢ does not allow ifs officers
to reccive Christmas presents from ifs customers.” In
reference to cases that fall under this rule, there is, how-
ever, some contraricty of practice :—* Do the Provincial
Bank éssue post bills?  They do not.” “ Have the Bank
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of Ircland at ¢heir branch in Cork been in the habit of
receiving gold to any amount in payments?”’  « Have the
Bank of Ireland any deposits at the Cork branch? Do
you know how their notes get into circulation? Do they
pay any intercst on fheir deposits ? - They have a great
quantity of notes in circulation—have they not t”’

1. When the word bank is connceted with a past par-
ticiple by means of the ncuter verh lo be, it usually
helongs to the singular—as, “ 1 am a director of the Bank
of Scotland, which is established hy Act of Parliament ;
it does not hold a charter from the Crown, but in common
language it is called a chartered bank.” ¢ Suppose a bank
was enabled to tuke 6 per cent. on a cash eredit, instead
of 4.7 “The Ialkirk Union Banking Company Aas
been returned to this house, as scquestrated in the month
of October, 1816”7  “ A new bank waes constituted as a
fund, npon which the sum of 2,561,000/, shonld be raised,
and it was called the Land Bank, because established on
land seceurities.”

5. When the word hank is preceded by the indefinite
article, «, an—by the demonstrative pronoun, this, that—
or by the words each, any, cvery, one—it helongs to the
singular; as, “ Do you not think that ¢ bank that és pos-
sessed of a capital of one million, may and will do more
husiness than « bank that és only possessed of half a
million 7 “In a moment of pressure, an emergencey like
the present, that bank would get into great disrepute who
called up any one of ifs cash credits.”  “ What is the
amount of the small note cireulation in ket bank, as con-
neeted with éits whole circulation 2 < Each bank has an
interest to issue as much of the small note circulation as
it can ?—Clertainly it Aas, provided the small notes can be
kept out; but, as every bank makes an cxchange at
Glasgow twice every weck, and the exchanges of each

C
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bank come back upon ifself, and the balance is paid by a
draft on Edinburgh at sight,” &c. “I believe almost every
bank in Scotland Zas an agent in Glasgow.””  Suppose
one bank in Scotland made i#s notes payable in Scotland,
at the place where the notes were issued.” “Is there any
bank in Cork now that issues notes?”’

6. When the word bank is introduced in either the
singular or the plural number, the same number should
be preserved throughout the sentence. Hence, the follow-
ing sentence of Smollett’s is inaccurate: “ By the samec
acts the bank was required to advance a sum not exceed-
ing 2,500,000/, towards discharging the national debt, if
wanted, on condition that they should have 5/ per cent.
for as much as they might advance, redecmed by Par-
liament.”

7. When the word bank is used in the singular number,
it is considered as a substantive of the ncuter gender, and
hence is associated with the relative pronoun, whick; but
when used in the plural number, it implies the idea of
persons, and has accordingly the personal relative, who ;
as, “The bank with which he kept his account %as stopped
paywment;” or, “The bank with whom he kept his account
have stopped payment.” “The bank, whose interests are
affected by the proposed measure, kave petitioned against
it.”  “The bank upon whom the cheque was drawn lave
refused to honour it.” The following sentence is not in
accordance with this rule: “In a moment of pressure, an
emergency like the present, that bank would get into great
disrepute who called up any of i¢s cash credits.”

I have not observed that any English writer, except
Mr. M¢Culloch, considered a bank to be a lady; and this
is only in the case of an Irish bank. Under the article
“ Banking,” in his Commercial Dictionary, he says, « The
Bank of Ireland draws on London, at twenty days’ date.
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She neither grants cash credits, nor allows any interest on
deposits; she discounts at thc rate of 5/ per cent.”
This mode of expression is, however, very common with
American writers.*

I1. Should we write accepter or acceptor of a hill of
exchange? The name of the agent to any verb is usually
formed, in our language, by the addition of 7 or er to the
verb; as, indorser, talker, walker, speaker. 'What reason,
then, can be assigned why, in the present case, we should
depart from the analogy of the langnage? We do not
say, the drawor, the holdor, the payor of a bill; why then
should we say the acceptor? When we speak of the
accepter of a bill, why should we not spell the word in the
same way as when we speak of the accepter of a present,
or of a fec? Yet all our English legal anthors write,
acceptor: “A person who accepts for honour, is only
liable if the original drawee do not pay; and to charge
such acceptor, there must be a presentment for payment
to such original drawce.”—Bayley. “ A forcign bill is
binding in this country on the ecceptor, though he
accepted by parol, or by writing unconnected with the
instrument.”—Chitty. “ Where the acceptor of a forged
bill pays it, and is guilty of any negligence, or want of
due caution in making such payment, he cannot recover
the money so paid, from the innocent party to whom
he paid it.”—Roscoe. Scotch authors, however, write
accepter. “ An English inland bill has generally three
parties to it—the drawer, accepter, and payee; whereas,
in Scotland, most of the inland bills have, at first, but
two parties, the drawer and the accepter; and they are
made payable to the drawer or his order.” +

* Tt has now. become more common with English writers, especially
with reference to the Bank of England. 1849.

t See Glen on the Law of Bills of Exchange in Scotland.
cR
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IIT. Should we write indorse or endorse? Indorse is
derived dircet from the Latin, én dorswm, on the back.
Endorse is derived from the Latin, through the French,
endosser.  ITn such cases, most writers adopt the Latin
mode of spelling, in preference to the French, as indorse,
inquire, intire; mot endorse, enquire, entire. All legal
authors write indorse.  “ A promisc to indorse, though on
suflicient consideration, cannot be treated as an actual
indorsement.”—Bayley. “The liability of the indorser is
discharged by want of notice, as in the casc of the
drawer.”’—Roscoe.  ““ A person who draws or indorses a
bill, or indorses a note for the accommodation of the
acceptor or maker, or payce, or prior indorsers, has, on
paying the instrument, a remedy over thercon against the
acceptor or maker, or prior party.”—Chitty. A drawer
or indorser cannot, in the character of’indorsee, maintain
an action against the accepter, where the indorsement is
after the refusal of payment.”—Glen.

I1V. Should we say indorsement or indorsation? In
England we always use the word indorsement. ¢ No par-
ticular words arc essential to an indorsement; the mere
signaturc of the indorser is, in general, sufficient.”’—
Bayley. «“ The indorsement may be upon the face, or at
the back of the bill.”’—Chitty. “ An attesting witness to
an indorsement is necessary, when the bill is for a less sum
than 5.”—Chitty. In Scotland the term more generally
used is indorsation. “If a bill or note be granted to a
woman while single, and she afterwards marry, the right
to transfer it by indorsation would vest in the husband.”
¢ After a hill has been paid no indorsation can take place,
so as to affect the accepter, or any of the parties who
would otherwise be discharged.”—Glen. The word in-
dorsement is also used in Scotland, though more rarely.
Both words appear to have precisely the same meaning.
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“ An indorsation is made, cither by the indorser’s writing,
and subscribing an order to pay the contents of the bhill
to some particular person mentioned by name, which is
styled a full indorsement, or by mercly signing his name
on the bill, and delivering it to the indorsee, or person to
whom it is indorsed, which is termed @ blank indorsation.”’
—Glen. “A fictitious indorsement to a bill is forgery ;
such indorsation is clealy giving it a false credit.”—Glen.

V. Should we say the presentment or the presentation of
a bill of exchange? All writers agree in using present-
ment.  “If upon the presentment of the bill for accept-
ance to the drawee, he refuse or negleet to accept it, the
drawer is immediately responsible to the holder, althouglh
the bill has not become duc according to its tenor.”—
Chitty. “If the bill be payable after sight, and the
drawee detain it some days without declaring his intention
to acecpt, and afterwards incline to do so, the acceptance
must be from the date of the first presentment.”—Glen.
“ Presentment for payment must be made by the holder of
the bill, or by an agent competent to give a legal reecipt
for the money.”—Glen.  ““ Upon a presentment for accept-
ance, the bill should be left with the drawee twenty-four
hours, unless in the interim he either aceept, or declare a
resolution not to accept. But a bill or note must not be
left (unless it be paid) on a presentment for payment; if
it be, the presentinent is not considered as made, until the
money is called for.”— Bayley.

VI. Should we write draught ov draft ? This word is
derived from the verb fo draw, and probably was originally
written and pronounced drawght. But custom, which is
the law of language, has changed both the pronunciation
and the spelling to draft. In the former editions of this
work, I mentioned that Mr. Justice Bayley had always
spelled this word draught ; but in a recent cdition of his

THE RA VAKRUSURY AT
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work, since published, I find that dreught has been
changed to draft.

VII. Should we write check or cheque? This word is
derived from the Irench, echecs, chess. The chequers
placed at the doors of public-houses, are intended to
represent chess-boards, and originally denoted that the
game of chess was played in those houses. Similar tables
were cmployed in reckoning money, and hence came the
expression—to check an account; and the Government
Office, where the public accounts were kept, was called the
Exchequer. It probably obtained this mame from the
French echiquier, a chess-hoard, though Blackstone states
that this court was called the exchequer, from the
chequered cloth which covered the table. Of the two
forms of writing this word, check and chegue, the latter
seems preferable, as it is free from ambiguity, and is
analogous to EX-CHEQUER, the public treasury. It is also
used by the Bank of England, “CnrQue-Orrice.” In
Bayley both forms are employed. “A cheque upon a
banker was lost, and paid to a stranger the day before it
bore date : the banker was obliged to repay the money to
the loser.” ¢ By the usage of trade, a banker in London
will not render himself responsible by rctaining a check
drawn on him, provided he return it at any time before
five o’clock on the evening of the day in which it was
drawn.”
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SECTION 1V.

TIE GENERAL ADMINISTRATION OF A BANK.

To he a good banker requires some intellectual and
some moral qualifications. A banker need not be a man
of talent, but he should he & man of wisdom. Talent, in
the sense in which the word is ordinarily used, implies a
strong dcvelopment of some one faculty of the mind.
Wisdom implies the due proportion of all the facultics.
A banker necd not be a poct or a philosopher—a man of
science or of literature—an orator or a statesman. He
need not possess any one remarkable quality by which he
is distinguished from the rest of mankind. e will pos-
sibly be a better banker without any of these distinctions.
It is only necessary that he should possess a large portion
of that practical quality which is called common sensc.
Banking talent (using the word felent here in the sense
of adaptation of character to any particular pursuit)
consists more in the union of a number of qualities, not
in themselves individually of a striking character, but
rarc only in their combination in the same person. It is
a mistake to suppose that banking is such a routine em-
ployment that it requires neither knowledge nor skill.
The number of banks that have failed within the last fifty
years are suflicient to show that to be a good banker
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requires qualitics as rarc and as important as those which
arc nceessary to attain cminence in auny other pursuit.
The dealer in money cxercises intellectual facultics of a
high order, and of great value to the commuuity. Ilis
profession has a powerful bearing on the practical happi-
ness of mankind.

“ The philosophy which afieets {o teach us a contempt of money, does
not run very deep; for, indeed, it ought to he still more elear to the
philosopher than it is to the ordinary man, that there are few things in
the world of greater importance.  And so manifold are the bearings of
money upon the lives and characters of mankind, that an insight which
should seareh out the life of & man in his peewniary relations, would
penctrate into almost every cranmy of his nature.  Tle who knows, like
St. Paul, both how to spare and how to abound, has a great knowledge :
for if we take account of all the virtues with which money is mixed up—
honesty, justice, generosity, charity, frugality, forethought, self-sucrifice,
—aud of their correlative viees—it is a knowledge which goes near to
cover the length and breadih of loumanity: and a right measure and
manner in getting, saving, spending, giving, taking, lending, borrowing,
and hequeathing, would almost argue a perfect man.”*

But though wisdom—or, in gther words, a high degree
of common sense—docs ndE

ly the possession of any
vemarkable talent, (the undue development of any one
faculty,) 1t always implies the absence of any remarkable
defect.  Ome great defect in a banker is a want of deci-
sion. A banker ought to know how to balance the evi-
denee on cach side of a question, and to arrive specdily
at a just conclusion.

“ Indecisivencss will he, eeferis paribus, most pernicious in affairs
which require seereey.  Ist, Because the greatest aid to secreey is ccle-
rity.  2ud, Because the wndeeided man, secking after various counsel,
necessarily multiplies confidences.  The pretext for indecisiveness is
commonly mature deliberation; but in reality, indecisive men oceupy
themselves less in delibevation than others; for to him who fears to
decide, deliberation (which has a foretaste of that fear) soon becomes in-
tolerably irksome, and the mind eseapes from the anxicty of il into alien
themes. Or, if that scems too open a dereliction of ils task, it gives

* Tavlor's Noles on Life.
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itslf to inventing reasons of postponement. And the man who has con-
firmed habits of indecisiveness, will come in time to look upon postpone-
ment as the first object in all cases, and wherever it scems to be
practicable, will bend all his faculties to accomplish it.”*

Another defeet is a want of firmmess, A banker having
after a maturc consideration, made up his mind, should
be capable of a strict adherence to his previous deter-
mination : he should know when to say, No; and having
once sald No, he should adhere to it.

Another defect is a hasty or impetuous temper.

“ He that answereth a matter before he heareth it, it is folly and
shame unto him.” < Ilc that is slow to wrath is of great understanding,
but he that is hasty of spirit exalteth folly.”” A wise man will hear,
and will increase learning ; and a man of wnderstanding shall attain unto
wise connsels.”

Another defect is that of being swayed by any personal
or constitutional prepossession.  Almost every man—mnot
excepting even the banker-—has a sin by which he is most
casily beset; a constitutional defeet, against which it is
necessary he should be upon his guard.

It is a great advantage to a banker, and indeed to every
onc clse, to know himsclf. He should know whercin
he excels, and wherein he'is deficient.  He ought to know
whether he is disposed from his temperament to be exces-
sively cautious, or excessively liberal—whether his man-
ners are courteous or abrupt—whether he is apt to view
matters on their gloomy or on their bright side-—whether
social intercourse renders him more or less fit for his
official engagements—whether the presents and civilities
he reccives from his customers do, or do not, affect his
transactions with them in matters of Lusiness. When he
has made a loss, he should cxamine whether the loss was
occasioned by the ordinary operation of cvents, or pro-

* Taylor’§ Statesman.—1 would advise all bankers, and all other per-

sons ab the head of large establishcnts, 1o read this little work.
T Proverbs of Solomon.
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duced by any little weaknesses of his own character. He
should record all those instances in which he has shown a
want of firmness, of discretion, of discrimination, or of
perseverance ; and should guard in future against the ex-
hibition of any similar defect :

“ Man, know thyself ; all wisdom centres there.”

But while a banker should make himsclf acquainted;,7
with his own defects, he ought not to let his customers!:
become acquainted with them.” All wise men know their
own defcets; nonc but fools publish them. Crafty men,
who often have occasion to borrow monmey, are quick
in perceiving the weaknesses of their banker. And if
they find that by coaxing, or flattering, or gossiping, or
bribing, or threatening, they can influence his conduct,
he will always be at their merey.  On this account it is,
perhaps, advisable that a banker should not have too
much social intercourse with those of his customers who
have occasion to ask him for any large amount of accom-
modation.

Wisdom implies prudence and discrction, and thesc
should regulate the whole conduct of a banker, not merely
when engaged in banking transactions, but at all other
times.  We may apply to a banker the language we have
elsewhcre applied to a merchant :

“The amusements of a merchant should correspond with his character.
He should never engage in those reercations which partake of the nature
of gzambling, and but scldom in thosc of a frivolous description. A judge
is not always on the beneh, a clergyman is not always in the pulpit, nor
is a merchant always on ’change; but each is expected at all times to
abstain from any amusements which arc not consistent with his profes-
sional character. The credit of a merchant depends not merely on liis
wealth, but also upon the opinion geuerally cutertained of his personal
qualities ; and he should cultivatc a reputation for prudence and propriety
of conduct, as part of his stock in trade.” *

* Lectures on the Llistory and Principles of Ancient Commeree, by
J. W, Gilhart.
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A banker should have a talent for selecting suitable
instruments. He ought not only to know himself, he
ought also to have a capacity for knowing others. He
should know how to choose proper clerks for the discharge
of the duties of the office. He should know also what
partics to employ to procure him confidential information
as to the character and circumstances of commercial
houses, or of individuals. He should know how to choose
his partners or coadjutors; and should endeavour to select
those who possess qualifications in which he is himself
deficient. In all cascs when he has any object to cfteet,
le should know how to make use of other men, We may
here, as in some other cases, apply to a banker the obscr-
vations Mr. Taylor applics to a statesman :

“The most important qualification of onc who is high in the service
of the State, is his fitness for acting through others, since the operations
vicariously cffected ought, if he knows how to make use of his power, to ..
predominate greatly over the importance which can atfach to any maw’s |
direet and individual activity.  The discovery and use of instruments
implies indeed aclivity, as well as judgment ; because it implies that
Judgment which only activity in affairs can give. But it is a snare into
which active statesmen are apt to fall, to lose, in the importance which
they attach to the immediate and direet effeets of their activity, the sense
of that much greater importance which they might impart to it if they
applicd themselves 1o make their powers operate through the most effee-
tive and the widest instrumentality.  The vanity of a statesman is more
flattered in the contemplation of what he docs than of what he causes to
he done ; although any man whose civil station is high, ought to know
that his causative migh¢ be heyond all calewlation wider than his active
sphere, and more xmpoltant TRy

A negleet of this rule has occurred in the history of
some joint-stock banks, where the manager has impaired
his own health, and damaged his bavk, by taking

upon hinself a vast variety of dutics which should have
heen assigned to others; forgetful that in large establish-

¥ Taylor’s Statesman.



28 A PRACTICAL TREATISE

ments the chief officer should confine his personal atten-
tion to thosc dutics which arc intellectual, or which arc
of the chicf importance; while the duties which are of a
mere manual, or less important character, should be per-
formed through the instrumentality of assistants. We
shall illustrate the principle of working through others by

a scriptural example:

“ And it came to pass that Moses sat to judge the people: and the
people stood by Moses from the morning unto the evening.  And Moses’
father-in-law said unto him, The thing that thou doest is not good. Thou
wilt surcly wear away, both thou, and {his people that is with thee : for
this thing is too heavy for thee ; thou art not able to perform it thyscll
alone. Hearken now unto my voice, and T will give thee counsel. Thou
shalt provide oul of all the people able men; and place such over thewm,
1o be rulers of thousands, and rulers of hundreds, rulers of fifties, and
rulers of tens. Aund let them judge the people at all scasons: and it
shall be that cvery great matter they shall bring unto thee, but every
small matter they shall judge: so shall it be casier for thyself, and they
shall bear the burden with thee. So Moses hearkened to the voiee of
his father-in-law, and did all that he had said.”’*

« And Moses said, 1 am not cloquent, but T am slow of speech, and of
a slow tongue.”—*Is not Aaron the Levite thy brother? I know that
he can speak well.  Thou shalt speak unto him, and put words into his
mouth : and he shall be thy spokesman uuto the people.”

A banker should know how to cconomize his own time.
One mode of doing this will be, as we have intimated, to
assign inferior duties to others. His accountant should
keep his books, and make his calculations. Ilis sccretary
should write his letters (except those of a private or con-
fidential naturc), and he should only sign them. Iis
chief clerk should attend to the discipline of the office.
A banker at the head of a large establishment should not
only be acquainted with the art of banking—he ought
also to be acquainted with the art of government. Ilec
ought to put a clever man at the head of cach depart-
ment, and reserve to himself ounly the duty.of general

# Txodus xviii, 13—22. + Exodus iv. 10—16.
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superintendence.  ITe should give these partics a pretty
wide discrction, and not cncourage them to ask his in-
structions about matters of comparatively trifling import-
ance. If he does this, they will never learn to think for
themselves,—mever feel that wholesome anxiety which
results from a sense of responsibility,—and never acquire
that decision of mind which arises from the necessity of
forming an independent judgment.  Consequently, they
will be less useful to him in their present position, and
never hecome qualified for higher offices.

Another mode of cconomizing time is to observe a prin-
ciple of order. A banker should come to the bank every
day at the same hour; attend to his affairs, one by one,
m the same order, and leave the bank at his usual time.
By observing this routine, he will not only save much
time, but he will avoid tumultuous feelings, and maintain
a calmness of mind and of manner, that will be uscful in
all his aftairs.  ITe will also acquire from habit a coolness
of investigation, and a promptness of decision; and he
will get through a great deal of work without ever appear-
ing to be in a hurry.

Another mode of economizing time is, to make his in-
terviews with his customers, or with other parties, as short
as he can. He should not encourage conversation upon
any other topic than that which is the occasion of the
interview. Tle had better reccive his customers standing ;-
as in that case they will stand too, and arc not likely to
remain so long as if they were to sit down. And the
furniture of the room should be so arranged that the
customer, if he sit down, should sit near the door, so that
he may depart whenever disposed. He is not likely to
remain so long as if seated comfortably by the fire-side.
It is also desirable that his room should be so placed, with
reference to the other parts of the building, that while it
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has one door open to the public, it should have another
door opening into the office; so that he may easily pass
into the office, to ascertain the state of a customer’s ac-
count, or to consult with himself or another person, in
doubtful cases, as to the course to be adopted. It is not
advisable that the customer who applies, for instance, to
have a heavy bill discounted, should witness the hesitation
or the deliberation of the banker. Hence it is better,
when it can be done, to establish the practice of the cus-
tomer giving the bills to a clerk, who shall bring them
into the banker’s room, and take back his reply. 55 77

A banker will take mcans for obtaining and recording
information. He should not, as we have said, keep any
books himself. But he ought always to have in his room,
ready for immediate reference, if necessary, “ the General
Balance Book,” containing the weekly balances of the
general ledger, which will show the weekly progress of
his business for several years past,—the Daily Balance
Book,” showing the daily balance to the credit of each
of his customers in the current-account ledger,—“the
Weekly Discount Balance Book,” showing the amount of
discounts, loans, or other advances which each customer
has every Saturday night,—“the Inspection Book,” show-
ing the amount of bills bearing the names of houses who
do not keep an account with him,—“the Information
Book,” containing the character of all the houses about
whom he has had occasion to make inquiries,—and, finally,
“a Private Memorandum Book,” in which is entered any
special agreements that he has made with his customers.
It is also useful to a banker to have a list of his customers,
classified according to their trades or professions—such as
corn merchants, leather factors, grocers, solicitors, &c. &ec.
The banker would thus see at a glance among what classes
of society his connexions lay. When any public event
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was likely to affect any class—such, for instance, as the
corn merchants—he would sec how many of his customers
arc likely to be affccted. By thus, too, bearing in mind
the trade or profession of his customers, he would be able
to judge more readily whcther the bills they bronght
him for discount had arisen out of their business trans-
actions.

Of these books, one of the most important is the “In-
formation Book.” There is no doubt that a banker of
great cxperience, and of a strong memory, may always
bear in his mind a very correct estimate of the standing
and character of all the houses that usually come under
his notice. But this does not supersede the necessity for
recording his information in a book. Iis memory may
fail, and that too on important occasions ; and certainly if
he leave the bank for a short time, as he must sometimes
have occasion to do, he will carry his memory with him.
But if the Information Book be closcly kept up, he will
record his knowledge for the use of those who will have
to take his place. It is no valid objection to the keeping
of such a book, to say that the position of houses is per-
petually changing. Those changes should be recorded, so
that their actual standing should always be readily re-
ferred to. If a banker is requested by a customer to
make inquiry about a house, he should record the infor-
mation he gets for his own guidance, in case any bills on
that house should afterwards be offered him for discount.

A banker *will get information about parties from in-
quiry at their banker’s, as we have mentioned at page 11.
This information may be defective in two ways. In the
first place, their banker may judge of them from the
account they keep—that is, from the balance to their
credit—and thus he may give too good an account of
them. Or, secondly, their banker may have an interest
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in keeping up their credit, and under this bias he may
not give them so bad a character as they actually deserve.
Another source of information is from parties in the sane
trade. Houses in the same trade know pretty well the
standing of onc another. Wholesale housces are well ac-
quainted with the retail shopkeepers who buy of them.
Most bankers have among their own customers some
houses in almost every trade, who can give them any in-
formation respeeting other houses which they may require.
The bills that pass through his hands will also often give
him some useful hints respecting the parties whose names
arc upon them.

It is of great importance to a banker to have an ample
knowledge of the means and transactions of his customers.
The customer, when he opens his account, will give him
some information on this subject. The banker will after-
wards get information from his own books.  The amount of
transactions that his customer passes through his current
account, will show the extent of his business. The amount
of his daily balance will show if he has much rcady cash.
The extent and character of the bills he offers for dis-
count, will show if he trust large amounts to individual
houses, and if these are respeetable.  On the other hand,
the bills his customer may accept.to other partics, and his
payments, will show the class of people with whom he
dcals, or who arc in the habit of giving him credit. But
one main source of information is to see the man. This,
like other means of information, will sometimes fail ; hut,
generally speaking, the appearance and manners of a man
will show his character. Some pcople always send their
clerk to the banker with hills for discount, &e. This is
all very well if they want no extraordinary accommoda-
tion; but if they ask for anything out of the ‘usual way,
the banker had hetter say that he wishes to sce the
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principal. And if he had a doubt whether his customer
was tricky or honest—specculative or prudent—Iect him
be guided by his first impression—we mean the impres-
sion produced by the first interview. In ninc cases out
of ten, the first impression will be found to be correct.
It is not necessary to study physiognomy or phrenology
to be able to judge of the character of men with whom we
converse upon matters of business.

A country banker has greater facilities than a London
banker of ascertaining the character and circumstances
of other partics. In a country town cvery thing is known
about everybody.-—A man’s parentage and connexions—
his family and associates—the property he has already
received, and what he may cxpect to receive from his
relations—and, above all, his personal habits and disposi-
tion. Upon the last point, we will make a short extract
from an cxcellent serics of ¢ Letters to a Braunch
Manager,” now in course of publication in the “ Banker’s
Magazine,” under the signature of “ Thomas Bullion.”

“ Next in importance to a study of his accounts, the habits and cha-
racter of a client are deserving of your attentive cousideration. 1f a
man’s style of liviug, for example, becomes extravagant, and he gives
himsclf over to excess, you cannot too promptly apply the curb, however
regular the transactions upon his account may seem; because years may
clapse before mere irregularity of living will make any impression on his
banking acconnt ; whereas irregularity in business will exhibit itsclf im-
mediately, and for this reason,~—that whereas improvident habits of living
involve a continuous wastc in small sums, spreading over tolerably long
periods, improvidence in business may involve in one fell swoop the loss,
perhaps, of thousauds. 1 hold, then, that you are not warranted in all
cases in feeling satisfied of a man’s perfect responsibility until his banking
Account exhibits indubitable evidence to the contrary.”*

A banker should always have general principles ; that
15, he should have fixed rules for the government of his
hank.  He should know beforchand whether he will or

* Bauker’s Magazine, December 1948.
D
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will not advance money on mortgage, or upon deeds, or
upon bills of lading, or warrants; or whether he will
discount bills based upon uncommercial transactions, or
having more than thrce months to run. These are only
a few of the cases in which a banker will find it useful
to store his mind with general principles.

One advantage of this adoption of general principles is,
that it saves time. If a banker can say, in reply to a
customer, “It is contrary to the rules of our bank to
advance money upon bills of lading,” the reply is conelu-
sive. But if he had not previously adopted any rule upon
the subject, the reply would have taken up much more
time. Another advantage is, that it gives decision of
mind, and saves the banker from being “ talked over ” by
any of his customers who may possess fluency of speech,
or dexterity in debate. In this case, the banker whose
mind is stored with general principles, though he may
listen patiently to all his customer shall advance, will
give the same reply which he would have given had the
application been made in fewer words.

But although a banker ought to have a large stock of
general principles—and this stock will increase as his ex-
perience increases—yet it may not be always wisc to
explain these principles to his customer. It is generally
best, when a banker gives a refusal, to give no reasons for
that refusal. Banking science is so little understood that
the public generally are unable to appreciate its prin-
ciples. Besides, a man who wants to borrow money can
never be convinced by reasoning that his banker is right
in refusing to lend it to him; nor, in fact, did the banker
himself acquire his knowledge of banking by reasoning.
He acquired it not by reasoning, but by experience;
and he must not expect that his customers, who have
had no expericnee, will, by reasoning alone, readily
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acquiesce in the banking principles he may propound to
them. In most cases, therefore, he had better keep his
reasons to himself.

But while we contend that cvery banker should have
general principles, we do not say that in no possible case
should he depart from them. DBut he should not look for
such cases; they are rarc, and when they do occur they
will force themselves upon his attention. If under shelter
of the truism, “ All rules have their exceptions,” he de-
parts from his general principles whenever he finds it
convenient or profitable to do so, he may as well have no
general principles at all.

Tt seems desirable that a banker in a large city should
mark out for himsclf one or two main branches of busi-
ness, rather than attempt to carry on banking in all its
branches.  We sce this line of conduct adopted by some
of the most eminent London bankers. A west-end
banker will not discount a bill : a city banker will not
lend money on mortgage. Different kinds of banking
exist in different parts of the country, according to the
character and circumstances of the district. And in Lon-

don therc are numerous classes of people, and it may

- be hoth proper and advantageous for a banker to adapt
“Tis mode of business chiefly to the requirements of some
one particular class. Different banks may thus pursue
different courses, and all be equally successful.

A banker will exercise due caution in taking new ac-
counts. He will expect the new customer to be intro-
duced by some person to whom he is personally known.
‘The more respectable the introducer, the higher opinion
Ewill the banker entcrtain of the party introduced. If a
party apply to open an account without such an intro-
\duction, he {s asked to give refercnces to some well-
known houses. He is expected to state to the banker the

D2
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kind of business in which he is engaged, and the extent
of accommodation, if any, that he is likely to require.
He will state the kind and character of the bills he will
have to offer to discount, and mention any peculiarity in
his business or circumstances that may occasionally re-
quire especial consideration. It is a great folly in a party
opening an account to make any representation that will
not afterwards turn out to be correct. Every banker is
anxious to avoid taking shabby accounts; and especially
such as are opened for the purposes of fraud, or to obtain
a fictitious credit, or to get undue accommodation. It 1s
considercd to be not advisable to take the account of a
party who has another banker, especially if he opens the
account for the purpose of getting additional discount.
¥/The object of a party keeping two bankers is usually to
get as much accommodation as he can from cach. If an
account is brought from another bank, the reason of
the removal should be distinetly stated, and the banker
will accept or rcject it, according to circumstances. It is
bad policy in a banker to attempt to draw away the con-
nexions of another bhank, by offering them greater ac-
commodation. It is also usually bad policy to take the
accounts of partics residing at a distance, as their trans-
actions do not come under the notice of the banker; and
the fact of their passing by the banks in their neighbour-
hood to go elsewhere, is one that should excite suspicion.
It is not advisable for London bankers to take the ac-
counts of private individuals who reside in the country.
They should be referred to the bankers in their own
districts.

A small banker should not attempt to take large ac-
counts. Banks, otherwise well administered, have been
ruined by one large account. If this account requires
accommodation, it will absorb the banker’s funds, so that
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he will be compelled to stint his other customers, or to
have recourse to re-discount, or other modes of raising
monecy. Even if it be only a deposit account, it may
produce inconveniences. A small hanker cannot so readily
employ this large deposit profitably, and yct have it at com-
mand whenever regunired ; and the additional amount he
must keep in his till will be proportionably greater than
would he kept by a large banker. Thus, if 100,000/ be
placed in a bank that has already 2,000,0001. of deposits, the
additional sum kept in the till to meet daily demands may
notbe much inereascd; but should it be lodged with a banker
whose deposits are only 300,000/. the increase of notes to
be kept in his till will be very considerable. This shows
that large deposits are not so profitable to small banks as
to large ones.  There is also a danger that a small banker
will employ his large deposits in such a way as shall
render him less ready to repay them punctually. Instances
have oceurred of small hanks being greatly inconvenienced
by the repayment of large deposits, which had been placed
in their hands by railway companics. It is prudent,
thercfore, in a banker to apportion the amount of his
transactions to the extent of his business.

A very important part of the business of a banker con-
sists in the discounting of bills. The bills presented to a
bank for discount, may gencrally be divided into the fol-

lowing classes :—

* “1st. Bills drawn by producers or manufacturers upon
wholesale dealers.
“R2dly. Bills drawn by wholesale dcalers upon retail
dealers.
“3dly. Bills drawn by rctail dealers upon consumers.

* Thesc observations are taken from my History and Principles of
Banking, page 167.
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“ 4thly. Bills not arising out of trade, but yet drawn
against value, as rent, &c.
“ 5thly. Kites, or accommodation bills.

“ The first two classes of bills are the best, and are fair
legitimate bills for bankers to discount.

“The third class ought not to be too much encouraged ;
they are for comparatively small amounts, and are drawn
by shopkeepers and tradesmen upon their customers. To
discount these bills freely would encourage extravagance
in the accepters, and ultimatcly prove injurious to the
drawers. When a man accepts bills to his butcher, baker,
tailor, upholsterer, &c. he may fairly be suspected of
living beyond his income. Solvent and regular people
pay their tradesmen’s accounts with ready moncy.

“The fourth class of bills, though sometimes proper,
ought not to be too much encouraged. Persons out of
. trade have no business with bills.

“The last class of bills should always be rejected. To
an experienced banker, who knows the parties, the dis-
covery of accommodation bills is by no means difficult.
They are usually drawn for even amounts, for the largest
sum that the stamp will bear, and for the longest term
that the bank will discount, and arc presented for dis-
count soon after they are drawn. The parties arc often
relations, friends, or partics who, from their avocations,
can have no dealings with cach other.

“Not only the parties and the amounts of bills are
matters of consideration to a banker, but also the time
they have to run before they fall due. A bill drawn for
a long term after date, is usually styled, not perhaps very
properly, ‘a long dated bill” A bill drawn at a short
term, is styled, ¢ a short dated bill.” ”’ '

In doubtful cases, the banker, before discounting a bill,



ON BANKING, 39

will probably look through his books, and satisfy himself
with regard to the following inquiries :—

What is the character of the customer? This inquiry
will be answered from the Information Book. What is
the usual balance of his cash accounts? This will be
answered by the Daily Balance Book. 'What amount has
he now under discount ? This will be answered from the
Discount Ledger, and will suggest other inquiries. Is
that amount greater or less than usual?  'What proportion
does that amount hear to the average amount of his cash
balance? Is the amount chicfly upon few parties, or is
it divided among a number ¢ Have their bills been dis-
counted chicfly npon the strength of the customer, or
upon the strength of other parties? Are his bills gene-
rally paid ?  He will then proceed to inquire about the
other parties to the bill. What is the character of the
accepter in the Information Book? What is the nature
of the transactions between the customer and the accepter,
as far as can be ascertained ? Has he had any bills upon
him before, and have they been punctually paid?  Are
there any bills upon him now running, and how soon
will they become due ?

In the discount of bills it is neccessary to guard
against forgeries. It has happencd that parties carrying
on a great business in London, have prescnted to their
banker, for discount, bills drawn upon all parts of the
country; which bills, upon inquiry, have turned out to be
purely fictitious. This is an additional reason for bankers
making inquiry about the accepters of the bills they dis-
count, even when they think they have reason to be
satisfied with the drawers. Even this is no protection
against forgery. Sometimes the name of a most respect-
able house in a provincial town has been forged. Where
the amount is large, therefore, it seems advisable to send
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the bill down to some banker in the town, and ask his
opinion as to the genuineness of the signature. Of course
in these, and many other cases in which a banker is liable
to be cheated, much must depend upon personal discre-
tion; no rules can be given for all cascs.

To facilitate the dectection of forged CUEQUES, it is
advisable that the banker should have a printed number
placed on every cheque, in every cheque book, and keep
a record of the name of the customer to whom each
book is given. When a cheque with a forged signature
appears, the banker can then turn to this registry, and see
to which of his customers he had given out this cheque.
This plan has been found uscful in tracing forgeries that
have been perpetrated by the clerks or servants of the
party keeping the account. Somec bankers, morcover,
place on their cheque books a printed label, requesting
the customer will at all times keep the book under his
own lock and key.

To guard against forgery in the casc of DEEDS or BONDS,
all these documents should be witnessed by an officer of
the bank. And when a letter of guarantee is given by a
third party, it should not be taken by the banker from
the party in whose favour it is given, but the letter should
be signed at the bank, and the signature witnessed by one
of the clerks.

A banker is also liable to loss from the alteration of
cheques. The words six, seven, cight, and nine, can
easily be changed by the addition of y, or ty, into sixty,
seventy, eighty, or ninety. Sometimes, too, when cheques
arc drawn for less than 10/, if a space be left open
before the word, another word may be introduced. Thus,
a short time ago a chequc was drawn on a banker for 37,
and the party who obtained it wrote the word sixty
beforc the word thrce, and thus cheated the banker
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out of 60l Letters of credit, as well as cheques,
have heretofore been altered, by the original sum heing
taken out, and a larger sum being substituted. This is
now prevented by staining the paper with a chemical pre-
paration. Country banks also stamp upon their drafts
the words “ under ten pounds,” “under twenty pounds,”
and so on, to prevent an alteration to any sum beyond
thosc amounts.

The re-discounting of bills of exchange is an operation
of much importance, and has a great influence on the
monetary operations of the country. We quote from a
former work of our own* upon this subject :—

“Banks situated in agricultural districts have usually more money
than they can employ. Independently of the paid-up capital of the bank,
the sums raised by circulation and deposits are usually more than the
amount. of their loans and discounts.  Banks, on the other hand, that
are situated in manufacturing districts, can usually employ more money
than they can raise. Ilence, the bank that has a superabundance of
money, sends it to Londow, to be employed by the bill-brokers, usually
reeciving, in return, bills of exchange. The bank that wants money
sends its bills of exchange to London, to be re-discounted. These banks
thus supply each other’s wants, through the medium of the London bill-
brokers.”

But this principle of the re-discount of bills has been,
n some cases, grossly abused, by being employed to give
a sort of vitality to dead loans. A country banker lends
upon mills and manufactories a larger amount of money
than he can conveniently sparc; then he asks the manu-
facturer to accept a bill for the amount, which the banker
gets discounted in London or clsewhere. This bill, when
due, is renewed, and the remewal is again replaced by
another, and so the game goes on.  As long as money is
abundant all parties are pleased; the manufacturer gets
his advance, the banker gets his commission, and the

* The History of Banking in America, by J. W, Gilbart.
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London bill broker gets employment for his funds. But
a pressure comes. The London bill-broker can discount
no more, because the funds placed in his hands by his
depositors have been withdrawn. The banker cannot get
the new bills discounted elsewhere, and is unable to
take up the old bills that are returned to him with his
endorsement. The manufacturer, of course, cannot pay
the moncy; the banker stops payment, and the manufac-
turer is ruined. The places at which this system has been
chiefly carried on, are Manchester and Newcastle-upon-
Tyne; and it is in these places that the greatest failures
have taken place among the joint-stock banks. In fact,
I believe it must be confessed, that the joint-stock banks
have carricd on this practice to a much greater extent
than it was ever carried on by the private bankers. This
has ariscu from the greater credit which they possessed :
it is onc of the forms of the abuse of credit.

A London banker is always anxious to avoid dead loans.
Loans are usually specific advances for specified times,
either with or without sccurity. In London, advances are
gencerally made by loans; in the country, by overdrafts.
The difference arises from the different modes of conduct-
ing an account. In London, the bauker is paid by the
balance standing to the credit of the account. A customer
who wants an advance, takes a loan of such an amount as
shall not require him to keep less than his usual balance.
The loan is placed to the credit of his current account,
until the time arrives for its repayment, and then he
is debited for the principal and the interest. The
country banker is paid by a commission, and hence the
advance to a customer is made by his overdrawing the
account, and he is charged interest only on the amount
overdrawn.

Loans are divided into short loans and dead loans.
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Short loans are usually the practice of the London
bankers: a time is fixed for their repayment. Dead loans
are those for the payment of which there is nﬁ)éciﬂcd
time; or where the party has failed to make the repay--
ment at the time agrced upon. In this case, too, the loand:
has usually been made upon dead—that is, upon incong‘;f
vertible security. Without great caution on the part
of the banker, short loans are very apt to become dead
loans. A loan is first made for two or threc months; the
time arrives, and the customer cannot pay ; then the loan
1s renewed, and renewed, and renewed, and ultimatcly the
customer fails, and the banker has to fall back upon his
securities. The difference between short loans and dead
loans may be illustrated by a reference to Liverpool and
Manchester. The Tiverpool bankers make large advances
by way of loan, but usually on the security of cotton.
The cotton is sold in a few months, and the banker is
paid. At Manchester, the banker advances his loans on
the security of mills and manufactories; he cannot get
repaid; and after awhile the customer fails, and the mill
or manufactory, when sold, may not produce half the
amount of the loan,

Dead loans are somctimes produced by lending moncy
torich men. A man of moderate means will be anxious not
to borrow of his banker a loan which he will not be able
punctually to repay, as the good opinion of his banker is
necessary to his credit. But a man of property has no
scruples of the kind: he has to build a house, to improve
his estatc, or to extend his manufactory ; and he is unrea-
sonable cnough to expect that his banker will supply him
with the necessary funds. Ile belicves it will be only a
temporary advance, as he will shortly be in possession of
ample means. The banker lends the sum at first desired ;
more money is wanted ; the expected supplics do not
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arrive; and the advance becomes a dead lock -up of
capital. The loan may be very safc, and yield a good rate
of interest, but the banker would rather have the money
under his own control.

Dead loans are somctimes produced by lending money
to parties to buy shares in public companics. There was
too much business of this kind transacted by some
bankers a few years ago. The party did not at first, per-
chance, apply to his banker to enable him to purchase the
shares; but the calls were heavy, and his ready money
was gone; he felt assurcd, however, that in a short time
he should be able to sell his shares at a high profit;
he persuaded his banker to pay the calls, taking the
shares as security. Other calls were made, which the
banker had to pay. The market fell; and the shares, if
sold, would not pay the banker’s advances. The sale, too,
wonld have caused an cnormous loss to the customer.
The advances become a dead loan, and the banker had to
wait till a favourable opportunity occurred for realizing his
security.

In this, and in other ways, a banker has often much
difficulty with customers of a speculative character. If he
refuses what they ask, they rcmove their account, and
give him a bad name; if he grants them their desires,
they engage in speculations by which they are ruined,
and probably the banker sustains loss. The point for the
banker to decide is, whether he will lose them or ruin
them. It is best, in this case, for the banker to fix
upon what advance he should make them, supposing they
conduct their affairs prudently; and if they are dissatis-
ficd with this, he had better let them go; after they have
become bankrupts he will get credit for his sagacity.

The discounting of bills is an ordinary matter of busi-
ness, and the banker has only to sce that he has good
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names to his bill; but in regard to loans, a banker would
do well to follow the advice which Mr. Taylor gives to
individuals, and not make a loan, unless he knows the
purpose for which it is borrowed, and to form his own
judgment as to the wisdom of the party who borrows, and
as to the probability of his having the means of repayment
at the time agrecd upon.

¢ Never lend money to a friend, unless you are satisficd that he does
wisely and well in borrowing it. Borrowing is onc of the most ordinary
ways in which weak men sacrifice the future to the present ; and thenee
it is that the gratitude for a loan is so proverbially cvancscent: for the
future, hecoming present in its twrn, will not be well pleased with those
who have assisted in doing it an injury. By conspiring with your friend
to defraud his future sclf, you naturally incur his future displeasure. To
withstand solicitations for loans is often a great trial of firmness; the
more cspecially as the pleas and pretexts alleged are generally made

plausible at the expense of truth; for nothing breaks down a man’s
truthfulness more surely than pecuniary embarrassment—

¢ Au unthrift was a liar from all time ;
Never was debtor that was not deceiver.”

The refusal which is at once the most safe from vacillation, and perhaps
as little apt to give offence as any, is the point blank refusal, withont
reasons assigned.  Aequiescence is more easily given in the decisions of
a strong will, than in reasons, which weak wmen, under the bias of self-
love, will always imagine themselves competent to coutrovert.”*
Somectimes, when an advance of money is wanted for
two or three months, the party gives a notc of hand.
This is better than a mere loan, as it fixes the time of
payment, and keeps the transaction fresh in the recol-
lection of the borrower. But care must be taken that the
note, by repeated renewals, does not in fact become a
dead loan. Hence, when a renewal cannot be avoided,
attempts should be made to reduce the amount. When
public companies, of only a short standing, and not fully
constituted, wish to borrow money of their banker, it is
sometimes expedient to take the joint and several promis-

* Notes on Life, by John Taylor.
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sory note of the directors. By this means the banker
avoids all knotty questions connected with the law of
partnership; and the directors will, for their own sakes,
see that the funds of the company shall, in due time, be
rendered available for the repayment of the loan.

We have said that dead loans arc usually advanced
upon inconvertible sccurity. Sometimes that security
consists of a deposit of deeds rclating to leaschold or
frechold property. In London, however, this kind of
security is not considered desirable, and the following
rules arc usually observed :—

No advances are made upon the security of deeds
alone; they are taken only as collateral seenrity ; and
then only to cover business transactions, and in cases
where the parties arc supposed to be safe independently
of deeds.

The value of the property should he much higher than
the sum it is intended to guarantce. When this 1s the
case, and the partics fail, their creditors may take the
deeds, and pay the debt duc to the bank. The main use
of taking deeds is to have something to fall back upon in
this way. A customer should never receive more accom-
modation from having deposited his deeds than that to
which he is legitimately entitled. No banker takes deeds
if there is the slightest probability of his being compelled
to realize the property, as the legal difficulties are very
great.

In all cases in which deeds are taken, they are sub-
mitted to the inspection of the banker’s solicitor, who
makes a written report upon the value of the property, as
far as it can be discovered by the deeds, and upon its
legal validity as a sccurity to the bank.

The rule of a banker is, never to make any advances,
dircctly or indirectly, upon deeds, or any other dead
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security. But this rule, like all other general rules,
must have exceptions, and when it is proper to make
an cxception is a matter that must be left to the discre-
tion of the banker. He should, however, excreise this
discretion with caution and prudence, and not deviate
from the rule without a special reason to justify such
deviation,

Among country bankers, in agricultural districts, ad-
vances upon deeds are not considered so objectionable as
in London. A landed proprietor, who wants a temporary
advance, places his deeds in the hands of his banker, and
takes what lic requires.  The banker thinks he can have
no better sceurity ; but the loan is usually for only a
moderate amount, and is paid off within a reasonable
time. In the country the character and circumstances of
cvery man is known. A landlord who wants an advance
to meet immediate demands, until his rents come in,
secms fairly entitled to assistance from his banker. But
should a landlord who is living beyond his income, ask
for an advance almost equal to the value of his deeds, he
would not be likely to obtain it. Every banker is aware,
that when decds are lodged as security for loans, or dis-
counts of any kind, interest upon the advance cannot be
charged at a higher rate than five per cent.

Another kind of sccurity is bills of lading, and dock
warrants. Advances upon securities such as these must be
considered as beyond the rules which prudent bankers lay
down for their own government; they can only be justified
by the special circumstances of each case. In advancing
‘Eupon bills of lading, the banker must see that he has il
the bills of the set; for if he hds not all, the holder of the
Eabscnt bill may get possession of the property. Tt is also
necessary that he have the policy of assurance, that, in
case the ship be lost, he may claim the value from the
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insurers. In advances upon dock warrants, the banker
should know that the value of the goods is equal to his
advances, and will also give him a margin, as a securityy,
against any fall in the market price. But, in truth, no
banker should readily make advances upon such secu-
rities. Now and then he may take them as collateral
security, for an advance to a customer who is otherwise
respectable; but if a customer requires such advances
frequently, not to say constantly, it shows that he is con-
ducting his business in a way that will not ultimatcly be
either for his own advantage, or that of his banker.

A banker should never make any advances upon life
policies. They may become void, should the party com-
mit suicide, or dic by the hand of justice, or in a duel;
or if he go without permission to certain forcign countries.
The payment may be disputed, upon the ground that
some deccption or concealment was practised, when the
policy was obtained. And, in all cases, they arc depen-
dant upon the continued payment of the premiums. The
value of a policy, too, is also often overrated. The insured
fancies that his policy increases in value in exact propor-
tion to the number of premiums he has paid; but if he
offers it to the company, he will find that he gets much
less than he expected, The policy is valued in a way that
remuncrates the office for the risk they have run during
the years that are past; and the valuation has a refer-
ence only to the future. Thus, if a man, at 20 years of
age, insures his life, the expectation, or probability of life,
as it is called, that is, the number of ycars he is likely to
live upon the general average, is, according to the North-
ampton tables, 33. If he wishes his representatives to
receive 1000/. at his death, he will pay a proportionate
annual premium. When 40 years of age, he will have
paid twenty premiums, and he may fancy that his policy
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is worth the total amount of the premiums. But the
policy is valued, not with reference to the past, but with
reference to the future. At 40 years of age his “cxpec-
tation of lifc” is not 13, hut 23 years. It is then calcu-
lated, that 23 ycars hence the policy will be entitled to
1000/.; but that the annual premiums must be paid in
the mean time. The value of the policy, therefore, is the
present value of this 1000/ less the present value of all
these annual payments. Should he wish to sell his policy
when he is 60 years of age, he will find that it is propor-
tionably less valuable, for his expectation of life will
still be 13 years. A short rule for ascertaining the expee-
tation of lifc, according to the Northampton Tables, is to :
take the age from the number 86, and then divide by 2.
The value of a policy is generally about one-third of the!
amount of all the premiums that have been paid. ‘

There are certain signs of approaching failure, which a
banker must observe with reference to his customers.
Thus—if he keeps a worse account than heretofore, and
yet wants larger discounts—if the bills offered for dis-
count arc drawn upon an inferior class of pcople—if, when
his bills are unpaid, he docs not take them up promptly—
if he pays in moncy late in the day, just in time to
prevent his bills or cheques being »cturncd through the
clearing ; but, above all, if he is found cross-firing: that
is, drawing bills upon partics who at the same time draw
bills upon him; as soon as a banker detects a customer
in fair credit engaged in this practice, he should quietly
give him reason for removing his account.

Sometimes two parties, who keep different bankers, will
adopt a practice of exchanging cheques. Their cheques
are paid into the banks too late to be cleared on the same
day; and hence the parties’ accounts appear better the
next day than they otherwise would be. Some failing

E
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parties, too, have recourse to forged or fictitious bills,
which they put into circulation to a large amount. The
best way for a banker to guard against loss from this
practice is, to inquire in all cases about the accepters of
the bills that he discounts, not only when his customers
arc doubtful, but cven when they are deemed respectable.
Indeed it is ounly people in good credit that can pass.
fictitious bills.

The banker’s rule is, that they who have discounts
must keep a proportionate balance; this is useful, as the
amount of balance kept is an indication of the circum-
stances of the party. When a customer has heavy dis-
counts, and keeps but a small balance, it may usually be
inferred that he is either embarrassed in his aflairs, or he
is trading beyond his capital.

The operation which is called “nursing an account,”
sometimes requires considerable pradence, tact, and per-
severance. A banker, having made considerable advances
to a customer, suddenly discovers that the party is not
worthy of the confidence he has placed in him. If these
advances should be called up, or discontinued, the cus-
tomer will hreak, and the banker sustain loss. The
banker must be governed by the circumstances of cach
case. It is sometimes best to continue to discount the good
bills, aud refuse those of a different character; and thus
gradually weed the account of all the inferior securities.
Sometimes he ‘may get the customer to stipulate that he
will diminish his advances by certain fixed amounts, at
certain periods; and thus, by alternately refusing and
complying, the banker may at length place himself in a
state of sccurity. At other times, the banker may offer
to make still further advances, on condition of receiving
good sccurity also for what has been already advanced.
This plan is advisable when the additional advance is not
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proportionably large, and the security is not inconvertible,
otherwise the plan is sometimes a hazardous one. It re-
quires some courage to look a loss in the face. And it
has occurrcd that a banker, rather than sustain a small
loss, will consent to make a further large advance upon
inconvertible security; and the locking up of this large
advance for an indefinite period has proved the greater
cvil of the two. In fact, some of the largest losses of
fallen banks have been made in this way. They have, in
the first instance, made an imprudent advance; rather
than sustain this loss at once, they have made a further
advance, with a view to prevent it. The advance has at
last become so large, that if the customer falls, the bank
must fall too; for the sake of self-existence, further ad-
vances are then made; these too are found incffectual,
and ultimately the customer and the bank fall together.

E2
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SECTION V.

THE ADMINISTRATION OF A BANK WITH REGARD TO PRO-
CEEDINGS ON BILLS OF EXCHANGE.

WHEN a banker has discounted a bill, it is handed to
the accountant, who will sce that it is drawn on a right
stamp. The accountant will read it through, and sce that
it is properly drawn, and will observe that the sum in
writing corresponds with the sum expressed in figures,
and that no alteration has taken place in the amount, the
date, the term, or the place at which it is made payable ;
for these are material alterations, and would affect the
validity of the bill. He will then calculate the time at
which it falls due, and placc this date upon the bill, or, if
it was there before, he will check it, and see that it is
right. IIe will then turn it over, and see that it is
indorsed by the party in whose favout it is drawn, and
also that the subsequent indorsements are regular and
properly spelled; for if there be a variation of a single
letter in the spelling of a name the payment of the bill
could not be legally enforced. He will also observe that
the bill is indorsed by the party for whom it is discounted.
He will then pass the bill through the books,* and at the
close of the day deliver it with the others to the banker.

* These books are described in the Section on Banking Book-
keeping.
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The banker will, on the following morning, put these
bills away in his bill-casc according to the dates at which
they fall due. This point should be recollected by persons
who have to get bills from a banker before they are due;
for, after they have given the amount and the names, the
next question asked them will be, “ When is it due?” for
among a multitude of bills, the only way of readily finding
any individual Dill is to turn to those that fall due on the
same day. Every day the banker looks out the bills that
fall due on the following day, and hands them to the chief
clerk, (or, in some cases, the chief clerk himself has the
charge of the bills,) who, after checking them against the
books,* distributes themm among the clerks who are to
collect them. If the bill be not paid, it is noted on the
same evening, and on the following morning rcturned to
the customer for whom it was discounted, and his, account
is dcbited for the amount. But if the party has not the
sum to his credit, and the banker does not like to trust
him, he merely reccives notice of its dishonour; and
notice is also given to every other party to the bill, with a
demand for immediate payment. The bill has now become
that hated object, a “ past due bill;” and after a while, if
the partics arc supposed to be “ worth powder and shot,”
it is handed to the bank’s solicitor.

1 shall give a short description of Bills of Exchange, and
notice a few of those points of law and of business which
are of most importance to practical bankers.

A bill of exchange is a written order from oune person
to another, directing him to pay a sum of money either to
the drawer or to a third person at a future time. This is
usually a certain number of days, weeks, or months, cither
after the date of the bill, or after sight; that is, after the

* These books are described in the Scction on Banking Book-
keeping.
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person on whom it is drawn shall have seen it, and shall
have written on the bill his willingness to pay it. The
party expresses this willingness by writing on the bill the
word “accepted,” and his name. If the bill be drawn
after sight, he also writes the date of the acceptance.

If the party in whose favour the bill is drawn wishes to
transfer it, he writes his name on the back. This is called
an indorsement ; and may be cither special or general.
A special indorsement is made to a particular party ; as,
“ Pay to Messrs. John Doe & Co. or order.” A general,
or blank indorsement, is when the person merely writes
his mame. It is held by the lawyers* that a special
indorsement cannot follow a general indorsement, and
that in such a casc the holder may sustain an action for
the amount, though the bill be not indorsed by the party
to whom it is thus specially assigned.  In practice, how-
ever, this is very common ; and bankers always refuse to
pay bills not properly indorsed, even though previous
indorsements may be general.  But, in regard to post
bills, the Bank of England pays no regard to any special
indorsement that may follow a genceral indorsement.

The following is the form of a Bill of lixchange :—

£1000. London, 1st of May, 1827.

Tiwo months afler dute, puy to the order of Messrs. Quick,

Aetive, § Co. (or me or my order) the sum of One Thousand Pounds,
Jor value received.

Ilearty, Jolly, § Co.

Aecepted, payable at
To Messrs. Jokn Cureful § Co. Messrs, Steady & Co. Bankers.
Southwark. John Careful § Co.

.

* See Chitly on Bills of Fxcliange, p. 103.



o4

(914

ON BANKING.

A Promissory Note is as follows : —

£1000. London, Vst of May, 1827.

Two months after dale, we promise to pay Messrs. Hearty,
Jolly, & Co. or their order, the sum of One Thousand Pounds, for ralue
received.
John Cureful § Co.
At Messrs. Steady S+ Co.
Buukers,
Lonbard Street.

The acceptance is usually written across a bill, but
should always be on the front, not on the back of the bill,
An indorsement, as the name implies, should be placed on
the back.

The person who draws a hill is called the drawer; the
person on whom it is drawn is called the drawee: after
the bill is accepted the drawee is called the accepter.
The person who indorses a bill is called the indorser ; the
person to whom it is indorsed is the indorsce.  The person
who pays a bill is the payer; the person to whom it is
paid is the payee. These and similar terms may he illus-
trated by a circumstance said to have occurred on the
cross-cxamination of a witness, on a trial respecting a
mortgage.—Counsellor. “Now, sir, you arc a witness in
this casc; pray do you know the difference between the
mortgager and the mortgagee?”—IVilness. “To be sure
I do. For instance, now suppose I nod at you, I am the
nod-er, and you are the nod-ce.”  The word discountce,
denoting the person for whom a bill is discounted, is
not used in England, but I observe in the parliamentary
evidence that it was employed by some of the witnesses
from Scotland.

All bills, except those payable on demand or at sight,
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are allowed three days’ grace. Thus, a bill drawn at two
months from the 1st of May, will fall due on the 4th of
July; but if that day be a Sunday, or a public holiday,*
the bill will be due on the day before. Some bills, instead
of being drawn after date or sight, state the time of pay-
ment, as “ On the first of August pay, &c.” These bills
arc allowed the usual thrce days of grace. Such a bill
would fall due on the 4th of August.

Some parties, when they iudorse a bill, write at bottom,
“In case of nced, apply to Messrs. C. D. & Co.” That
is, if the bill be not paid when duc, Messrs. C. D. & Co.
will on the day after it is due pay it for the honour of the
indorsers.  The notaries always observe the “cases of
necd” upon the bills that come into their hands, and
apply to the proper partics. The advantage of placing
a case of nced upon a bill is, that the party indorsing
it receives it back sooncr in casc of non-payment. It
also makes the hill more respectable, and secures its
circulation.

Were it not for the space it occupics, it would be very
desirable that the indorser of a bill of cxchange should be
compelled to state also his address. This would prevent
forged and fictitious indorscments, and give a banker who
discounts a bill, a better opportunity of ascertaining the
respectability of the partics. In casc, too, the bill was
unpaid, he might immediately apply to all the indorsers,

* To remove all doubts upon this subject, an Act of Parliament was
passed, (7th & 8th Geo. IV. chap. 5,) which enacts, “that from and
after the tenth day of April, onc thousand eight hundred and twenty-
seven, Good Friday, and Christmas-day, and every day of fast or thanks-
giving appointed by his Majesty, is and shall for all purposes whatever,
as regards bills of exchange and promissory notes, be treated and con-
sidered as the Lord’s-day, commonly called Sunday.” - This Act docs
not extend to Scotland, but it has since been extended to Ireland. This
Act doces not vitiate a bill dated on a Sunday.
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whereas now he has to find them out in the best way
he can. The indorsers and drawer of a bill would have
carlier notice of its non-payment, and have a better
opportunity of obtaining their moncy from the antccedent
parties.

Bills are divided into Inland and Forcign. Inland bills
are those in which both the drawer and the accepter reside
in England. Bills drawn from Scotland, or Ireland, are
considered as foreign bills. If a forcign bill be refused
acceptance or payment, it should be immediately protested
and rcturned. An inland bill is only noted, and then
only when refused payment. A foreign bill may be!”
accepted verbally, or by letter; but no acceptance of any,.
mland bill is valid, unless written upon the bill itself.

When a merchant in onc country draws bills upon a
merchant residing in another country, he usually draws
them in scts: that is, he draws two, three, or more bills of
the same tenor and date. These bills are sent to his
correspondent by different ships. Thus he sccures the
swiftest conveyance, and his remittances will not be de-
layed by any accident that may happen to an individual
ship. In drawing these bills, it is always expressly stated
whether each bill be the first, sccond, or third of a sct;
as, “Pay this my first of exchange (the sccond and third
not being paid).”  On the payment of any one bill, the
others are of no value. If a merchant, say at Paris, has
a set of bills drawn on a merchant at London, he will
somctimes send over the first bill to his correspondent in
London, to get it accepted, and to retain it until claimed
by the holder of the second. The merchant at Paris will
then write on the second bill, that the first lies accepted
at such a housc in London. He will then sell it, or pay it
away. By this means he is surc that the bill he negotiates
will not be returned to him, and greater value is given to
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his bill, not only as it has the additional security of the
accepter’s name, but, if it be drawn after sight, it will
become duc so much the sooner. When the sccond bill
arrives in London, the holder takes it to the house where
the first is deposited, and it is immediately given up
to him.

Foreign bills are often drawn at a “ usance’ after date,
A usance from Amsterdam, Rotterdam, Hamburgh, or
any place in Germany, is one month; from France, thirty
days; from Spain and Portugal, two months; from
Sweden, scventy-five days; from Italy, threce months.
Where it is necessary to divide a month upon a half
usance, which is the case when the nsance is either one
month or three, the half month is always fifteen days.
Bills drawn from Russia are dated according to the old
style, and twelve days must be added to the date, in order
to ascertain at what time they fall due.

A Dbill is sometimes accepted for the honowur of the
drawer, or of onc of the indorsers. Thus, if a bill from
Hamburgh be drawn upon a person in London, who
refuses to aceept it, another party, knowing the drawer or
one of the indorsers to be a respectable man, may aceept
the bill himsclf, for the honour of the party with whom
he is acquainted. By this mcans he prevents the bill
being returned, with expenses.  This kind of acceptance
renders him liable to pay the bill on the day after it is
due, but he can afterwards rccover the amount from the
party for whose honour he has accepted it, and, of course,
from all preceding partics. But, to sccurc himself, he
must not accept the bill until after it has heen protested
for non-acceptance, and he must write, “ Accepted for the
honour of A. B. & Co.” upon the face of the bill. And
when the bill is due, he must not pay it, until it has been -
presented for payment to the drawce.
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Bills accepted, and made payable at a banking-house,
in the usual manncr, without the addition of the word
ONLY, may he presented cither at the banking-house, or at
the residence of the accepter. In either case, it is a legal
presentment,* as far as regards the accepter. In practice,
however, bills are always presented at the place where
they arc made payable. If a bill be addressed to a bank-
ing-house or any other place oONLY, the payment cannot
be enforced until it has heen presented at that place.  If
any particular place of payment be mentioned in the body
of a promissory note, it must be presented there.

When hankers receive any unaccepted bills, they send
them out for acceptance, if they have four days to run.
They arc left at the house of the drawce, and are called
for on the following day. On the day the bills are due,
the tellers present them in the morning, at the place
where they are made payable.  1f not paid when pre-
sented, they leave a printed notice or direction, of which
the following is a copy :—

Bill for £
Drawn by Mr.
O Mr.
Lies due at Messrs. Steady § Co.
No. Lowbard Street.

Please call betieen Two and Four o’clock.

If not paid by five o’clock, the bill is sent to the notary’s.+

It is brought to the banking-house the following morning,

with the notary’s ticket attached to it, stating the reason

why it is not paid. The bill is then returned. 1If it be a

forcign bill, that is, drawn from any foreign land, it must
*1& 2 Geo.1V. cap. 78.

T For an account of the origin of Notaries Tublic, sec the History
and Principles of Banking.
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be protested. Torcign bills arc also protested for non-
acceptance ; but inland bills are not, nor cven noted, but
the party who remitted the bill to the banking-housc is
advised of the circumstance.

Bills under the value of 40s. are not subject to the
stamp duty; nor are drafts upon bankers, payable to
bearcr on demand, provided the drafts are drawn within
fifteen miles of the banking-house, and they specify such
place, and bear date on or before the day on which they
arc issued. A person drawing a cheque beyond this
distance, is subject to a penalty of 100/ ; the person know-
ingly recciving it, to a penalty of 20L; and the banker
paying it is liable to a penalty of 100 The post-dating
of cheques to make them scrve the purpose of bills of
exchange, is subject to the same penalties.*

The following is the form of a Draft or Cheque :—

No. 457. London, May 1, 1827.
Messrs. Hope, Rich, § Co. Lombard-street.
Puay John Doe, Esq. or bearer, the sum of One Hundred Pounds.
£100. Peter Thrifty § Co.
|

The words ““or bearcr” are essentially necessary, or the
draft must be drawn on a stamp, and indorsed by the
party who receives it.

Bills for 20s. and under 5/. must specify the name and
residence of the payee; they must be payable within
twenty-one days after date, and be attested by one sub-
scribing witness. Every indorsement must be attested by
a witness; and must specify the name and residence of
the indorsée. All bills drawn for a less sum than 20s.
are illegal. '

* 55 Geo. I11. cap. 184, 812, 813,
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A Dbill given for an illegal consideration cannot be
enforced by the drawer, but it may be enforced by an in-
nocent holder who had no knowledge of the illegal con-
sideration, and who rcceived the bill before it was due.
The principal illegal considerations are those arising from
usury, gambling, and smuggling. Bills drawn at not
more than twelve months after date, are exempt from the

opcration of the laws against usury.

The following is the Table of Stamp Duties upon Bills

of Exchange :—
Not exceeding
2 months after
date, or 60 days

Exceeding 2
months after
date, or 60

sight. days sight,

£ s £ s £ s d. £ s d

Amounting to 2 0 and not execeding 5 5 ... 0 10 .0 16

55 ... 00 0..0 16..0 20

0 0 ... 30 0.0 20..,0 26

30 0 L 50 0...0 26..0 36

50 0 Ll 100 0...0 36 ...0 46

100 0 ... 200 0 ...0 46..0 50

200 0 ... 300 0...0 50..0 60

300 0 ... 500 0...0 60..0 86

500 0 ... 1000 0...0 86 ..0126

1000 0 ... 2000 0...0126..0150

2000 0 ... 3000 0...0150 ...1 50

3000 0 ... —_— .1 50..1100
Toreign Bills drawn in sets :— )

Not exceeding ... £100 ... 1 6 each hill.

Exceeding £100 not exceeding 200 ... 30
200 ... 500 ... 4 0
500 ... 1000 ... 5 0
1000 ... 2000 ... 76
2000 ... 3000 ... 10 0
3000 ... —_— 15 0

Foreign bills (those drawn from foreign parts) are not '
required to bear an English stamp, nor indedd any stamp
at all. But bills dated from any place abroad, but actually
drawn in England, on unstamped paper, arc invalid. No
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action can be sustained to enforce payment, nor can they
be proved in the Court of Bankruptey, against the estate
of even the acccpter. A banker should thercfore use
caution in taking bills where the drawers and the ac-
cepters are the same firm—one branch of the house
residing in England, and the other branch residing abroad.
Such bills may be fabricated in London, for the purpose
of raising the wind.

If a woman accepts a bill, and is married before it
becomes due, her husband may be sued for the amount,
but she cannot. If a bill be indorsed to a woman, who
aftcrwards marries, her husband must indorse the bill,
unless she indorses it as the agent and by the authority
of her husband. Should she have occasion to sue any
of the antecedent parties to a hill, the action must be
brought in the name of the hushand, or else in the joint
names of the husband and the wife. If a woman who is
actually married acccpts a bill by and with the authority
of her husband, the acceptance is binding on the husband ;
but if she accepts a bill without his authority, he cannot
be legally compelled to pay it, unless it were given for
articles necessary to her support.

A person under twenty-one years of age, whether ac-
cepter, drawer, or indorser of a bill of exchange, cannot
be sued at law, except the bill be drawn upon him for
necessaries; but if he draw a bill, and transfer it to a
third person, the third party may sue the accepter. The
term ‘“necessaries,” is generally considered to include not
only those things which are essential to existence, but
those also which are suitable to the rank of the party.
Many articles are considered necessary to the son of a
nobleman, which would not be necessary to a man of an
inferior station in society. '

If the drawee refuse to accept a bill, the holder may
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immediately bring an action for the amount against all
the other parties, without waiting until the bill becomes
duc. And should the word “at”” be written before the
name of the drawce, it makes no difference, especially if
it be written in such a manner as if designed to escape
observation. But it is the practice of the London bankers
to hold bills refused acecptance, and merely give notice of
the circumstance to the party who sent it to the bank.
If, however, it be an inland bill, drawn after sight, the
bhill is noted for non-acceptance. If it be a foreign bill,
it is protested, and the protest sent to the last indorser.
If the bill be not paid when due, it is then protested for
non-payment, and with the second protest returned to the
last indorser.  When a bill is drawn after sight, the day
on which it is noted or protested for non-acceptance, is
regarded as the day on which the drawce has seen it, and
the time on which it will become duc is calculated ac-
cordingly.

It the accepter, drawer, and all the indorsers to a bill
become bankrupts, the holder may prove for the full
amount under each commission, and reccive a dividend
under each, provided he do not receive altogether more
than 20s. in the pound. DBut if he recccive a dividend
under one commission before proving under the others, he
can only prove for the balance.

If a bill be lost, immediate notice should he given to
the accepter, and to the bankers or other partics at whose
house it may he made payable. If, after such notice, they
pay the bill to any person who had not given valuc for it,
they are accountable to the loser. But a person who had
given value for a lost or stolen hill, to a thief, or to a
finder, can recover the amount from all the partics”in the
samc way as though he had reccived it in the course of
business from the last indorser, provided the bill was not
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specially indorsed. But if it was specially indorsed, and
the thief or finder should have forged the imdorsement,
the holder cannot recover the amount, cven though he
may have given value for the bill, but he must sustain
the loss.

If a lost bill should have been specially indorsed, or if
the loser can prove that the bill has heen destroyed, he
can bring an action against the accepter for the amount.
But if he cannot prove that the bill is actually destroyed,
and it was indorsed in blank, he cannot rccover from the
accepter. For it is possible that a finder may pass it for
a valuable consideration to another party, who would thus
be a bona fide holder, and might compel the accepter to
pay him the amount. In this case, therefore, the loser
has no redress in /aw, but he may apply to a court of
equity, and might obtain an order upon the accepter to
pay the amount of the lost bill upon receiving a satisfac-
tory indemnity. The loscr of a bill should cause payment
to be demanded from the accepter the day it falls due,
and give notice of dishonour to the drawer and indorsers,
in the same way as though he had the bill in his pos-
session.

A country banker gave change for a Bank of England
note for 100/, which had been stolen. It was done at the
time of the races, and immediately on opening the bank.
The party who brought it stated he had some bets to pay
at the race-course, and gave a fictitious address, which
was written on the note. The loser of the note brought
an action against the banker, and recovered the amount.
The judge who tricd the cause, stated that in his opinion
there had been laches, i.e. neglect on the part of the
bankers in not making further inquiry, and under his
direction the jury returned a verdict for the’ plaintiff.

Any material altcration of a bill of exchange vitiates
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the bill, and it cannot be legally enforced against any of
the parties, unless the alteration be made before the bill
be accepted, and also before it has passed out of the hands
of the drawer.

Thus, if a bill be left for acceptance by the drawer, and
the drawee alter the date, time, or amount of the bill, and
then accept it, the alteration does not affect the validity
of the bill :"but if the bill be left for aceeptance by a third
party, and the drawee then alters and accepts the bill, the -
bill is vitiated. Any alteration in the date, sum, time,
name of drawer or payee, or appointing a new place of
payment, is a material alteration, and requirecs a new
stamp. But any alteration made only with a view of cor-
recting a mistake does not vitiate a bill, provided it be
made with the concurrence of all the parties. If a drawce
accepts a Dbill, and before he gives the bill out of his
possession, cancels his aceeptance, he cannot be compelled
to pay it.

A bill must be presented in reasonable time. But what
is a reasonable time, is a question of consideration for the
jury, and the decision has varied according to circum-
stances. If a bill be presented at a banker’s after the
hour of business, the presentment is not in reasonable
time.  Nevertheless such a presentment is a legal pre-
sentment, if the banker or any person on his behalf should
be there to give an answer to the party presenting it.

Chegues, and notes payable on demand, should also be
presented for payment within a reasonable time after they
are received. It has been held that a person who receives
a cheque is not bound to present it at the banker’s till
the next morning; and if the bank was at a distance he
was not bound to put the cheque into the post-office until
the next day. * But, perhaps, it would not be safe to rcly
upon these decisions. No general rule can be given; for

F
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the time which may be reasonable in one case may be
unrcasonable in another.

If a banker reccive a bill or note by post, he is not re-
quired to present it until the next day.

“ A man taking a bill or note payable on demand, or a cheque, is not
hound, laying aside all other business, to present or transmit it for pay-
ment the very first opportunity. It has long since been decided, in
numerous cases, that, though the party by whom the bill or note is to be
paid live in the same place, it is not necessary to present the instrument
for payment till the morning next after the day on which it was reccived.
And later cases have established, that the holder of a cheque has the
whole of the banking hours of the next day within which to present it
for payment.” *

In the following casc it was decided that the present-
ment of a bill of exchange at the clearing-house is a legal
presentment.

“On the 11th September, hetween one and two o’clock, the defendants
gave the plaintiffs a cheque upon Bloxam & Co. then bankers, in pay-
ment for goods. The plaintiffs lodged the cheque with Messrs, Harrison,
then bankers, a few minutes after four; and they presented it between
five and six to Bloxam & Co., who marked it as good. It was proved
to be the usage among London hankers, not to pay any cheque presented
by or on behalf of another banker after four o’clock, but merely to mark
it if good, and pay it next day at the clearing-house. On the 12th at
nocn, Harrisons’ clerk took this cheque to the clearing-house, but no
persou attended for Bloxam & Co., who stopped payment at nine on
that morning, and the cheque was therefore treated as dishonoured.
The plaintiffs, in going with the cheque to Harrisons’, passed Bloxams’
house. On a case stating these facts, the court held that there bad been
no laches in the plaintiffs, in not presenting the cheque to Bloxam &
Co. on the 11th for payment, or in his bankers’, in not presenting it at
the banking-house but merely at the clearing-house, and therefore gave
judgment for the plaintiff.” §

Bills may be negotiated after they are due, but the

party receiving an over-due bill cannot acquire a claim

* Byles’s Law of Bills of Exchange, page 123.
T Bayley on Bills of Exchange.
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which the party holding the bill did not possess. Tor
instance, one party may draw an accommodation bill upon
another. As in this casc no value had been given, the
drawer could not sue the accepter for the amount. But
if the drawer had passed this bill for value to a third party
before it became due, that party could sue the accepter.
But if the drawer passed it to a third party cven for value
after it became due, the third party could not sue the
accepter, but would stand in the samc situation as the
drawer.

If a party lodge bills with a banker for the purpose of
being collected, and the amount when received to he
placed to his credit, and the banker gets them discounted,
and applics the money to his own use, the customer has
no redress except against the banker. The party who has
given value for the Dbills to the banker ean enforce pay-
ment of them.

As the giving notice of the dishonour of a bill or cheque
is of considerable practical importance, I shall make a few
extracts upon the subject from Mr. Justice Bayley’s Trea-
tisc on Bills of Exchange.

“ Though no preseribed form be necessary for notice of the dishonour
of a bill or note, it ought to mport that the person to whom it is given
is considered liable, and that payment from him is expeeted.

“ And the notice ought to import that the bill or note has been dis-

honoured : a mere demand of payment and threat of law proceedings in
case of non-payment is not suflicient.

“« Tspecially if such demand be made on the day the bill or note
heeomes due.

“ Notice must be given of a fuilure in the attempt {o procure an ac-
ceptance, though the application for such acceptance might have been
unnecessary ; otherwise the person guilty of the negleet may lose his
remedy upon the bill.

“ The notice must come from the holder, or from some party entitled
to call for payment or reimbursement.

“ A notice from the holder or any other party will ensure fo the benefit
of every other party who stands between the person giving the notice,

F2
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and the person to whom it is given. Therefore a notice from the last
indorsee to the drawer, will operate as a notice from cach indorsce.

“Tt is, nevertheless, prudent in cach party who receives a notice, to
give immediate nofice to those partics against whom he may have right
to claim; for, the holder may have omitted notice to some of them, and
that will be no protection ; or there may be difliculties in proving such
notice. '

“ A nofice the day the bill or note hecomes duc is not too soon; for
though payment may still be made within the day, non-payment on pre-
sentment is a dishonour.

“To such of the partics as reside in the place where the presentment
was made, the notice must be given at the farthest by the expiration of
the day following the refusal: to those who reside elsewhere, by the post
of that or the next post day. Lach party has a day for giving notice,
and he is entitled to the whole day; at least, eight or nine o’clock at
night is not too late. He will be entitled to the whole day, though the
post by which he is to send it goes out within the day.

“ And though there be no post the sueceeding day for the place to
whieh he is to send.  Therefore, where the nofice is to be sent by the
post, it will be suflicient if' it be sent by the post of 1he following day.
Or, if there be no post the following day, the day after.

“ Where a party reecives notice on a Sunday, he is in the same situ-
ation as if it did not reach him till the Monday; he is not bound to pay
it any attention till the Monday 5 and has the whole of Monday for the
purposc.  So, if the day on which notice ought thus to be given be a
day of public rest, as Christmas-day or Good Friday, or any day appointed
by proclamation for a solemn fast or thanksgiving, the notice need not
be given until the following day.

“And it has been held that where a man is of a religion which gives
to any other day of the week the sanctity of Sunday, as in the case of
the Jews, he is entitled to the same indulgence as on that day.

“ Where Christmas-day, or such day of fast or thunksgiving, shall be
on a Monday, notice of the dishonour of hills or notes due or payable the
Saturday preeeding need not he given until the Tuesday.

“ And Good Friday, Christmas-day, and any day of fast or thanks-
giving, shall, from 10th April, 1827, as far as regards bills or notes, be
treated and considered as Sunday.

“ But these provisions do not apply to Seotland.

“ If the holder of a hill or note place it in the hands of his banker, the
banker is only hound to give notice of ifs dishonour to his customer, i
like manner as if the banker were himself the holder, and his customer
were the party next entitled to notice. .

“ And the customer has the like time to communicate such notice, as
if he had received it from a holder.
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“ And therefore by thus placing a bill or notc in a banker’s hands, the
number of persons from whom notice must pass is inercased by one.

“ Thus noticc sent hy a London banker to a London customer, the
day after the dishonour, is in time; and if the customer communicate
that notice the day following, that will be in time also.

It is no excuse for not giving notice the next day after a party re-
ceives one, that he reecived his notice earlicr than the preceding parties
were bound to give it; and that he gave notice within what would have
heen proper time if cach preceding party had taken all the time the law
allowed him.  The time is to be caleulaled according to the period when
the sparty in fact received his notice.  Nor is it any excuse that there
are several infervening parties between him who gives the notiee, and
defendant. to whom it is given; and that if’ the notice had been commu-
nicated through these infervening parties, and cach had taken the time
the law allows, the defendant, would not have had the notice sooner.

“ Sending a verbal notice fo a merchant’s counting-house in the ordi-
nary hours of business, at a time when he or some of his people might
reasonably be expeefed to be there, is sufficient; il is not neeessary to
leave or to send a written notice, or to send {o the house where he lives.
Sending notice by the post is suflicient, though it be not veeeived; and
where there §s no post, it is suflicient to send by the ordinary mode of
conveyanee.

“ And it is nol essential the notice should be sent by the post where
there is ouc; sending to an agent by a private conveyance, that he may
give the notice, is sullicient, if the agent give the notice, or take due
steps for the purpose, without delay.

“ Notice to one of several partners is notice to all : and when a bill
“has been drawn by a firm upon one of the partners, and by him accepted
and dishonoured, it is unneeessary to give notice of such dishonour to
the firm; for, this must neeessarily be known to onc of them, and the
knowledge of onc is the knowledge of all.

“ Upon an acceptance payable at a banker’s, nofice of non-payment
need not be given to the aceepter; for he makes the bankers his agents;
presentment to them is presentment to him.

“ A person who has been once discharged by laches from his liability
ona bill or note, is always discharged.  And, therefore, where two or
more partics to a bill or note have heen so discharged, but one of them,
not knowing of the laches, pays it; he pays it in his own wrong, and
cannot, recover the money from another of such parties.”

As many bills drawn in forcign languages pass through
the hands of a Loudon banker, it may be uscful to
give a list of somc of those words which express the
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amount and the time, the two main points in a bill of
exchange : —

English ...... One  Two  Three Sixty Nincty
German ...... Fin  Zwei Drei  Scchzig Neunzig
Dutck........ .Een  Twee Drie Zestig Necgentig
Frenck ....... Un Deux Trois Soixante {Quatre-vmgt-dlx,
or Nonante.
Italian ....... Uno Due Tre Scssanta Nonanta,orNovanta.
Spanisk ...... Uno Dos  Tres Sesenta Noventa
Portuguese... lum  Dous  Tres  Sccenta Noventa
Siweedish ...... En Twa  Tre  Sexti Nitti
Danisk ....... Len  To Tre  Tredsindstyve Halvfcmtesindstyve.
English............ Two Months after date.
German............ Zwei Monate nach dato.
Duteh ............. Twee Maanden na dato.
French ............ A deux mois de date.
Ltalian ............ A due mesi dopo data.
. A dos meses de Ja fecha.
Apanish e {A dos meses data.
Dorluguese ...... A dous mezes de data.
Swcedish .......... Twa manander ifran dato.
Danish ............ To maaneder efter dato.
Bnglish........... Three days after sight.
German............ Drei tage nach sicht.
Dutech ............. Dric dagen na zigt.
French ........... A trois jours de vue.
Italian.. ... . {A tre g'}om% vista. ‘
A tre giorni dopo vista.
Spanish............ A tres dias vista.
LPortuguese ... A tres dias vista.
Swedish .......... Tre dagar cfter sigt.
Danisk ............ Tre dage cfter sigt.*

In all the above languages, “at sight’ is usually
expressed by a vista, except the French, which expresses
it by @ vue. “ At usance” is cxpressed by @ uso or ad
uso. The names of the months so ncarly resemble the
English, that a mistake can but rarely occur.

# These phrases are taken from a small pampllet, called The Inter-

preter, compiled and translated by a Member of the Society of Public
Notaries in London.
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The following are forms of bills in each of the above-
mentioned languages :—

Frencn.
Lille, le 28 Septembre, 1848. Bon pour £158 9 Sterlings.

Au vingt-cing Décembre prochain, payez par ce mandat & Uordre de
nous-mémes la somme de cent cinguanle-huit licres sterlings 9 schellings
valenr en nous-mémes et que passerez suivant Uavis de

A Messrs.
a Londres.

GrRMAN.
Nirnherg, den 28 October, 1848. Dro £100 Sterling.
Zwei Monale nach duto zahlen Sie gegen diesen Prima Wecehsel an die
Ordre des Lerrn Ein Tuidert Dfund Sterling den
Werth erhalten. Sie bringen solche anf Rechnung laut Bericht von der

Herpen _
London.
Dvrc.
Groww, deir 1st November, 1848. Voor £59 17 6

Twee maunden na dato gelicve UEd te befalen voor dezen onzen
prima Wisselbrief de secundu niel betuald synde aan de ordre van de
Heeren neyen § ryftig Ponden zeventien schelling
en zespences sterling, de waarde in rekening ULd stelle ket op rekening
met of zonder advys vun

de Heer

te London.

IraLian.
Livorno, le 25 Settembre, 1848. Per £500 Sterlins.
A Tre mesi data pagale per questa prime de Cambio (una sol volla)
all’ ordine , la somma di Lire cinque cenfo
sterline valuta cambiata, e ponete in conto M. S. secondo ’avriso dddio

Al

Londra.
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SPANISIL.
Malaga, ¢ 20 de Setbre de 1848. Son £300.

A noventa dias fecha se serviran V¢ mandar pagar por esta primera
de cainbio @ la orden de los Sres _ Tres cientas
libras Esterlivas en oro o plata valor recibido de dhos ST que
anotaran valor en cuenta scqun aviso de

A los Sres
Loidres.
PORTUGUESE.
£600 Lyterlinas. Lishon, aos 8 de Dezembro de 1818.
A Sessenta dius de vista precizos pagard V- o . por

esta nossw unica via de Letra Sequra, @ nos ou @ nosse Ord.-m « quan-
tia acima de Seis Ceatas Livras Exterlinas valor de nos recebido em
Luzendus, que pussera em Coida scyundo o ariso de

Ao Sen”

Londies.
SWEDISH.
RBjorneherg, dew 23 Seplenmber, 1S18. LFor £ Sterl. 100.
Nillio Dayar efter duto behagade 1. 11 emot deina prima Wewel
(secundo obeluld) betula il Torr ___ elle ordres

Etthundra Pund Sterling som stalles §rakning enligl arvis.

Herrar e
London.
DaNtstr.
Kjobenkara, 9 Decenber, 18 1S. Rbae 4,000.
Tre suaaneder cfter dalo behager de at belale denne Prima Verel,
secunda ke, il Herr ____ —eller ordre med  ire

Tusinde Rigsbank Daler, Valutla modtayel oy stilles i Regning ifolge

advis.

Herrer
London.

|
|
!
|
|
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Bills of exchimge form a large proportion of the
circulating medium of ‘Lancashire, and supply the place
of country notes. The following account is given by
J. Gladstone, Iisq. M.P. :—

“ We sell our goods, not for payments in cash, such as are usual in
other places, but generally at credits from ten days to three months, to
he then paid for in bills on London at two or three months” date 5 those
bills we pay to our bankers, and reecive from them bills or cash when
we have oecasion for cither, to make our payments. The bauk notes or
gold we require for our ordinary purposes and charges of merchandise of
every deseription.  The account is kept floating.  The interest on hoth
sides is caleulated at the same rate, at present five per cent.  Last year
the rate was reduced to four; and the banker charges a commission of a
quarter per cent. on the amount of one side of the account ; that charge
is his remuneration, and that of his bankers in London, for paying our
acceptance there, hoth inland and forcign.  The account fluctuates,
depending on the eonfidence the hanker may have in his customers ; if
fhat confidence is entire, the customer is occasionally in his banker’s
debt, but more frequently the balanee is in his favour.

“Does that extend 1o the whole of Lancashire P—1 belicve the system
at. Manchester, Preston, and the other prineipal towns, is similar; T am
not aware of any other.  There are some small country bankers in the
veighbourhood of Manchester, who issue promissory notes, but T do not
know any thing of their practice : none of the more respeetable banks in
Lancashire do issue them.”*

“If 1 sell a thousand ponnds” worth of goods to a wholesale grocer,
or any other person who again distributes them to his enstomers in the
country, whew he comes to pay me the 10004 he will do so in bills, run-
ning from 10/, to any other sum; the 10004 may be paid in twenty or
thirty hills of exchange, drawn on London, and gencrally at two and
sometimes three months date.”

Mr. Lewis Loyd, of the firm of Messrs. Jones, Loyd &
Co. estimated in 1826, that the circulation of Manchester
consists of nine parts bills of exchange, and the tenth
part gold and Bank of England notes.  Others think, the
proportion is as high as twenty to one, or cven fifty to one.]

* TLords, 216, Gladstone. 1 Lords, 227, Gladstone.

1 Sce Evidence of Lewis Loyd, Esq. and of Mr. Hlenry Burgess,
hefore the Committee of the House of Lords, pp. 204, 298,
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. Mr. Loyd stated he had seen bills of 10/ with 120 in-
dorsements upon them ; and when the stamp duties were
lower, bills werc drawn of a lsss amount. Ile gives the
following criteria of accommodation bills. ¢ Bills that
are issued for speculation generally travel to London very
rapidly, with very few indorsements upon them; they are
wanted to be converted into bank notes immediately, and
come quite clean, and without any marks of negotiation
upon them; and besides that we know the partics upon
them pretty well.” In Scotland an accommodation bill
is called a wind bill.

It may be mentioned, that after the establishment of
branches of the Bank of England at Manchester and
Liverpool, the bill circulation of Lancashirc was consi-
derably diminished.  Most of the banks made agreements
with the branch bank, stipulating that in consideration of
having a certain amount of discount, at a reduced rate of
interest, they would not issue for local circulation, any
bills they had discounted for, their customers. These
agrecments have been modified since the Act of 1844;
but still the main circulation of Lancashirc consists of
Bank of England notes. It would not now be possible to
find a bill with 120 indorsemecnts.

The late Mr. Leatham attcmpted to calculate the
amount of bills in circulation, or morc properly speaking,
in existencee, during cach yecar. He, through Lord Mor-
peth, obtained a rcturn of the number of stamps issued
from 1835 to 1839 inclusive, and based his calculations
on the supposition that cach bill was circulated for half
the amount which the stamps would cover, which was
considerably under the amount. From the expericnce of
his own bank, compared with that of the principal dis-
count offices in London, he found that the average date
of bills, including foreign and inland, was threc months.
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He then took the whole stamps for a year, and divided
them by four, which gave the amount circulating at onc
time. By a similar induction, he estimated foreign bills
at one-sixth of the English, though the proportion was
rather greater; and he took the same average for Irish
bills in the years where no official rcturns had been
made.*

There are some knotty questions connceted with bills
of exchange; such as, Ought hills of exchange to be re-
garded as currcncy ! Ilave bills of exchange any effect
on the prices of commodities?  In what way do bills of
exchange adjust the foreign exchanges? We have dis-
cussed these questions elsewhere ; but as they more appro-
priately belong to the science than to the practice of
banking, we do not introducc them into the jpresent
worls.

* See Mr. Leatham’s Statement on the following page.
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SECTION VI.

THE ADMINISTRATION OFI' A BANK WITH REGARD TO TIIE
EMPLOYMENT OF ITS SURPLUS FUNDS.

Tir means of a London banker consist mainly of his
capital and his deposits. A certain portion of this sum
is kept in the till, to meet daily demands; apother
portion is advanced in the way of discounts or loans to
his customers. The remainder forms his surplus fund;
of which a part will probably he invested in Government
securitics; loans to bill brokers, payable on demand; in
short loans on the Stock Exchange, or in first-rate hills
obtained through the bill brokers, and hence styled
brokers’ bills.  The Government securities are the more
permancnt of these investments. The amount will scldom
vary. It is not deemed creditable for a bank to speculate
in the funds, or to buy and sell stock frequently, with a
view of making a profit by the difference of price; hence
a banker sclls his Government securitics only in a scason
of pressure, as a means of precaution, or in order to mect
urgent demands. On other occasions, he will, when ncces-
sary, reduce his short loans or brokers’ bills.  These form
his fluctuating investments. In seasons when money is
abundant his deposits will increase, and perchance, at the
same time, the demand of his customers for loans or
discounts will diminish. His surplus funds will thus
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increase. But these temporary surplus funds he will on no
account invest in Government securitics, as his deposits will
be certainly, and perhaps suddenly, reduced, and he might
have to realise his Government securities at a loss. He
will in this case incrcase his loans to brokers, and his
brokers’ bills. And though he will get as much interest
as he can, he will take a very low interest rather than
keep the money unproductive in his till, or invest it in a
more permanent form. We will now take a short review
of the different kinds of investment we have mentioned.
The three grand points for comnsideration are, conver-
tibility—exemption from loss—and a good rate of interest.
But first we will notice those circumstances which regu-
latc the amount of cash to be kept in the till.

The amount of money which a bauker will keep in his
till depends upon circumstances. First, the amount of
his deposits. It is natural to suppose that when his
deposits arc large, he will keep more money to meet them
than when his deposits are small.—Sccondly, the amount
of his daily payments. These will not at all times corre-
spond with the amount of the deposits ; for some accounts
are more operative than others. On commercial accounts,
for instance, the payments will be much heavier in pro-
portion to the average balance than on accounts which
are not commercial. The city bankers pay much larger
sums every day, in proportion to the amount of their
dcposits, than the bankers at the west-end.—Thirdly, if
a banker issues notes, he will keep a less amount of other
money in his till. The popular opinion is, that he keeps
more, as he has to provide payment for his notes as well
as his deposits. This is truc in seasons of pressure. But
in ordinary times he keeps less, as he pays the cheques
drawn on account of his deposits with his notes, and these
notes often get into the hands of another banker, with
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whom he settles by a draft on London. His reserve to
meet his notes, is kept, not in his own till, but in London,
where it probably yiclds him intcrest. Indeed, when his
deposits arc withdrawn in large amounts, they are more
usually withdrawn by a draft on London than in any
other way.—Iourthly, the number of the branches. 1If a
bank has many branches, the total amount of cash kept in
the tills of the head officc and all the branches put toge-
ther, will be considerably more than would be required if
the whole of the business were collected into one place.
In the casc of a run the difference is considerable, as
every point open to attack must be well fortified. The
stoppage of onc branch, even for a short time, would
bring discredit upon the whole establishment.—Iifthly, in
London the amount of notes to be kept in till will be
affected by the privilege of clecaring. Those bankers that
“cleur,” can pay bills and cheques upon them by the
bills and cheques they have upon other bankers. Those
banks that do not clear must pay all the bills and cheques
upon them in bank notes before they receive payment
of the bills and cheques they have upon other bankers.
ITence they must lock up every night with a larger amount
of cash in their vaults.

We need hardly say that with every banker the amount
in the till will fluctuate from day to day. Though a
banker has a certain average amount in his own mind,
below or above which he docs not swerve very widely,
yet the cash-book will seldom be exactly this amount.
Sometimes he will strengthen his till, in the prospect of
large payments that may come upon him suddenly. At
other times he will run his till low for a day or two, in
expectation of large sums that will shortly be due to him.
During the day, too, either the reccipts or the payments
may be heavier than he expected, and hence, now and
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then, the cashicr reports to the chief clerk or to the
banker, the state of the till, in order that, if nccessary, it
may be replenished.  The temperament of a banker, too,
has some effect in this case. Some bankers arc so cau-
tious that they will “lock up”” with a large amount of
cash; others are so anxious to make profit, that they will
keep their cash very low. The state of the money market
will also influence the tills of the bankers.  'When moncey
is abundant a banker will lock up with more money
than hc wants, because he cannot employ his funds.
When money is so scarce as to betoken a pressure, he
will also lock up strong, so as to be prepared for any
emergency. In fact, there can be no general rule for
regulating the amount of the till. 'Evcry hanker must be
guided by the experience of his own bank. The directors
of the Bank of England consider that their reserve in
bank notes and gold should be equal to about one-third
of their deposits.  ¥rom the accounts published by seme
of the London joint-stock banks, it would appear that the
“cash in hand ” is equal to about onc-fifth or one-sixth
of their liabilitics. Even this, we conjecture, is a higher
proportion than that which is gencerally kept by London
bankers, especially by those who scttle their accounts
with cach other at the clecaring house.

To resume : —After a banker has furnished his till, and
supplicd his customers with such loans and discounts as
they may require, he has a surplus of cash. This surplus
may be considered as being divided into two parts—
though it is never actually so dividled—the permancnt
surplus, which the banker is not likely to require, ex-
cept in seasons of extrcme pressure, and the temporary
surplus arising from fluctuations in the deposits. We
shall now notice thosc modes of investment to which we

have referred.
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With regard to Government sceurities, we have high
authority from the testimony of practical bankers. The
following arc quotations given before thc Joint - stock
Bank Committee, in the year 1836, by the late Vincent
Stuckey, Esq. the founder of Stuckey’s Banking Company,
in Somersctshire, and James Marshall, Esq. the retired
Scerctary of the Provincial Bank of Treland.

Mr. V. Stuckey - —

“ What is your reason for keeping so large a sum in Government
stock P—L have always found from my experienee, exeept two days in
my life, that T could get money more casily upon those sceurities than
any other.

“Is it casicr, in times of emergeney, {o obtain money on Goverument
stock than on good Mercantile bills P—1I have always found it so,

“You do not concur with any witnesses who state that they lave
found good negotiable bills more easy to obtain moncy upon than Go-
vernment stock P—No : I have never foand that with a good bill; even
of the house of Baring, I could get money more easily than on Govern-
ment stock.

“Do you consider that, generally speaking, in London the rate of
interest at which you borrow money on exchequer bills and stock is
notoriously lower than that at which you borrow on bills of exchange P—
Yes, it 1s lower, and for that reason we gencrally adopt it.”

Mr. James Marshall :(—

“ Will you inform the Committee whether it is the usage of the Pro-
vineial Bank to invest any portion of its funds in the public securities —
It has been its uniform practice so {o do.

“ By public securities, what do you understand —The Consols, for
instance ; there are various kinds of Government stock ; exchequer bills,
and Bank of England stock, arc gencrally considered as a public sort of
seeurity.

“Do you hold stock in London only, or in Dublin as well as in
London P—Tn Dublin but to a limited amount, because it is not casily
convertible there.

“On what ground is it that it is not easily convertible in Dublin P—
From the limited nature of the market as compared with London ; we could
not sell even an immaterial sum without lowering considerably the price.

“ Have there not been at various times, from various causcs, runs on
the Provineial Bank, which rendered it neeessary to supply large amonnts
of specie to that country P—There have, repeatedly.
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“Do you consider, from your experience, that it would have heen
competent 10 the bank to have maintained its full sceurity, with satis-
faction to the directors, if they had not been possessed of very consider-
able funded property in this country P—Certainly not; speaking of the
last run that happened especially, I must say that that differed from any
former run in this respect.

“You were conversint with the management of the Scotch banks
prior to your connexion with the Provineial Bank P—Yes.

“1s it not the usage of all the Scoteh hauks in like manner fo main-
tain a very considerable portion of their funds as invesfed in the Govern-
ment securities P—1 believe the practice with all is generally so, but 1
ean speak particularly to that of the three oldest banks—as they are
commonly called, the three chartered banks,—the Bank of Scotland was
erceted by Act of Parliament, the Royal Bauk of Scotland and the
British Linen Company are erceted by charter, hut have been recognised
in the same way, so that there arc three public bunks in distinction to
any of the subscquently-formed banks; T can state from personal know-
ledge, that these banks have had wlways a very large sum indeed invested
in the funded property of the kingdom.

“ Do you consider it would he a safe system of banking, if the capifal
of the bank was altogether invested in commercial bills *—Certainly
not.”

Of the various kinds of Government stock, consols arc
the best, as there is a more ready market for this kind
of stock, and moncy can usually be borrowed on them
until the next account day; so that, if a banker has only
a temporary demand for money, he may thus obtain it at
a moderate interest, when, by sclling his stock at that
time, he might sustain loss. The Bank of England has
recourse, sometimes, to this mode of strengthening her
reserve.  Somctimes, too, a banker may make a profit by
lending his consols. At the monthly scttlings, among the
brokers, stock is sometimes in demand, and moncy may
be obtained upon consols, until the next settling, without
paying any interest; and the banker may cmploy the
moncy in the mean time. As, however, the ratc of interest
is usually low in such seasons, his profit will rarely be

great.
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It is not advisable, however, that all the stock a banker
holds should consist of consols. For a month before the
payment of the dividends in January and July, this stock
is shut, and during those times he can neither sell his
stock, nor horrow moncy upon it. This may be incon-
venient, and he can only avoid this inconvenience by scll-
ing or lending his consols, just before the shutting, on the
best terms he can. To avoid cither of these alternatives,
it is better he should divide his stock, and hold half the
amount in consols, and half in reduced 3, or in the 3]
per cents.  The dividends on these latter stocks are pay-
able in April and October, so that by this means the
banker will always hold an open stock : when consols are
shut, the reduced 3 and the 3} per cents. are open, and
vice versd.  There arc no time bargains in the reduced
3 per cents., or in the 3} per cents. ; but in ordinary times
moncey can be borrowed upon them at the market rate of
interest.  In scasons of pressurc these arc not so saleable
as consols. Bank stock, India stock, and long annuitics,
not being rcadily convertible, are not gencerally good in-
vestments for bankers.

Some bankers avoid all Government stock, and give a
preference to exchequer bills. They have some advantages.
As the Government must pay the amount demanded in
March or June, when they become due, there can be no
loss beyond the amount of the premium at which they
were purchased. A banker, too, can borrow moncy upon
them quictly and sccretly. A transfer of stock is always
known, and, if for a large amount, will, when moncy is
scarce, cxcitc notice, and give the impression that the
baunker is compelled to realise some of his sccuritics, to
mcet demands made upon him by his depositors.  But o
banker can hand his cxchequer bills to a stock-hroker,
who will bring him the moncy, and the party who has

a2
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granted the loan will know nothing about the party for whom
it was required.  On the other hand there are some dis-
advantages. Almost cvery change in the market value of
money affects the price of exchequer bills, and whenever
moncey becomes abundant, the Government are very apt
to reduce the rate of interest much helow that which can
be obtained from consols. But a greater objection is, that
cven in ordinary times, they are hardly saleable in large
amounts. There are not now so many exchequer-bill
jobbers as formerly, and hence these bills arc not so
readily salcable.  On this account, the Bank of England,
who were formerly large holders of exchequer bills, have
changed their system, and are now holders of stock. The
City bankers, too, prefer placing their money with the
bill-brokers, to investing it in cxchequer bills.  But they
are still a favourite mode of investment with bankers at
the West-end. '

East India bonds yield a higher intercst than exchequer
bills, and the interest cannot be reduced until after twelve
months’ notice from the Bast India Company. But they
arc by no means so saleable. Money, however, may genc-
rally be borrowed upon them ; and the loans of the Bank
of England arc always announced to be granted on ““ ex-
chequer bills, India bonds, and other approved securitics.”

Bonds of corporations, or of public companics, are by
no means proper investments for a banker, cxcept to a
very moderate amount, and when they have a short time
to run. They may, however, he taken as sccurity for
temporary advances to respectable customers.

Good commercial bills, of short datcs, have this advan-
tage over Government stock or exchequer hills, that a
hanker is sure to receive back the same amount of money
which he advanced. Ie can calculate, too, upon the time
the money will be received, and make his arrangements



ON BANKING. 853

accordingly.  And if unexpeetedly he should want the
money sooncer, the bills can, in ordinary times, be redis-
counted in the money market. Another advantage is, that
he is able to avail himsclf of any advance in the current
ate of interest.  He will get no higher dividend from his
investment in Government  stock, should money after-
wards become ever so valuable.  But with regard to bills,
ag they fall due he will receive a higher rate of discount
with the new bills he may take, and thus, as the market
rate of interest advances, his profits will increase.

The bankers of Lancashire usually keep the whole of
their reserves in bills of exchange.  If they have a ““ good
bill case,” that is, a large amount of good bills in their
case, they think themselves prepared to meet any cmer-
geney.  Their  objection to Government sccurities is
founded, first, upon the low rate of interest which they
yicld; and, sccondly, the possibility of loss, from fluc-
tuations in price. They contend, too, that good bills of
exchange are more convertible than even exchequer bills ;
and, cven if not convertible, the money comes back as the
bills fall due, and thus the reserve is constantly reple-
nished. The following cvidence was given before the
Committee on Banks of Issuc, in the year 1841, by Mr.
Paul Moon Jamecs, the Manager of the Manchester and
Salford Bank :— '

“Do you mean to say that no portion of the capital of your bank is
iwvested in any other sceurity than bills of exchange P—At the present
time it is not.  In the oflice, at all times, we have a larger amount, than
the liabilities of the bank in good bills of cxchange.  They arc coming
due every day, and are thercfore considered a very cligible investment.
It is advantageous to a bank when it is in a position to get those kind
of bills. )

“ 1o you consider that hills of exchange may safely be relied upon, as
affording the means by which to obtain money whenever you waut it ¥~-
After a W:ry long experience, [ consider that they may he safely relied
upon; they have never failed.
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“Did you never know them to fail P—I have known exchequer bills to
fail, but I have never known bills of exchange to fail. I am alluding to
the panic of 1825. I could not sell exchequer bills for several hours at
that time.

“You could discount bills #—At that time moncy was obtained upon
bills on the same day on which I could not get money for exchequer
bills; and, having paid a high premium for exchequer bills, and met with
great loss, T have rather an objection to hold them.

“ Do you mean to say, that you recolleet a day upon which you could
obtain moncy upon bills of exchange, and could not obtain money upon
exchequer bills >—1I do.”

Some of the Scotch hankers, too, scem to be favourable
to investments in commercial bills.  Mr. Anderson, the
General Manager of the Union Bank of Scotland, gave
the following evidence before the Committee on Banks of
Issuc, in 1811 :—

“ Do you consider, in fact, that the holding of a reserve in Govern-
ment securifics, gold, and Bank of England notes, independently of the
ordinary daily operations of your husiness, is, or is not, essential to the
perfeet safety of a bank P—T do not think that it is quite essential that
they should be Government sceurities.  Available securities 1 should
think quite essential, but then comes the question, What is available ?

“ Are you of opinion that bills of exchange arc a proper description
of reserve, to be held independently of the other specics of reserves that
have been mentioned ¥—1 should think so.

“You think that bills of exchange may safely be relied upon at all
times P—We have Mr. Gurney’s anthority for saying so.

*Is there no essential difference between keeping exchequer bills and
stock, and keeping bills of exchange as reserves P—I1f the bills of exchange
are perfeetly well seeured, T should think not, so far as the safety of the
bank is concerned.”

The authority of Mr. Samucl Gurney, from his high
standing in the City, is so constantly referred to upon this
subject, that we copy his evidence. It was given before
the Committee on Joint-stock Banks, in the yecar
1836 ; previous, of course, to the passing of the Act
of 184 1.
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“ Would not the result from that opinion be, that a properly-conducted
estublishment, whether a private or a joint-stock bank, should have some
Government seeurities or exchequer bills on which always to rely as a
resouree in a moment of such emergeney P—TExpericnee has shown that
it is not needful; bills of exchange are quite as good a sceurity to hold
i time of difficulty as cxchequer bills or stock ; in most respeets very
much better.

“ Cannot you conceive a state of things in the money market—a state
of mercantile discredit, for instance—when it might be possible to pro-
cure money on Government sceuritics when it could not be procured on
private security in the shape of bills P—Such difliculty may possibly
exist under very peeuliar eircwmstances ; but I repeat my opinion, that
bills of cexchange have proved themselves to be a better investment for
bankers than stock or exchequer bills.

“ It is quite intelligible why, in ordinary times, bills of exchange
should be a preferable investment for money, inasmuch as there is no
risk of loss by variation of premium in the purchase and resale ; but
would you wish the commitice to suppose {hat in the case supposed by
the question, of a great degree of mercantile diseredit and .doubt, an
amouat, of exehequer bills would not he a more certain seeurity on which
to raise money than the bills of private merchants P—That is a diflicull
question to answer ; T doubt if.

“ Supposing a period of dilficully to arise, and two country bankers
came up to London, one who could cxhibit Government stock {o the
extent of 25,0004 and 25,0004 in bills of exchange, and the other hanker
exhibiting 50,0007 in hills of exchange only, which do you think would
have the hest means of procuring accommodation in the London market
fo pay his engagements P—My apprehension is, that they would both get
their supplics upon any partieular emergeney : it is my judgment, that
to a banker a good supply of bills of exchange of first-rate chiaracter is a
hetfer investment for bis funds, for which he is liable to be ealled upon
on demand, than exchequer bills or any Government seeurity.”

A Loudon banker ncver considers as a part of his
reserve the bills he has discounted for his customers,
Nothing could damage his credit more than any attempt
to rediscount these bills.  During the war, the London
bankers had discount accounts with the Bank of England ;
and during the panic of 1825, it is well known they dis-
counted largely with that establishment.  But since that
period they have not done so, and their indorscments are
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pricc of the funds. It is thus that a bhanker regulates
his investments, and finds cmployment for his surplus
funds.

In our opinion, it is best for a banker not to adopt
exclusively any one of the investments we have noticed,
but to distribute his funds among them all. We have
seen that practical bankers of high standing have been in
favour of Government sccurities, as being at all times
convertible.  The objection on the part of others has
been, that the value of these securities very much fluc-
tuates, and as their realisation will be required only in
seasons of pressurc when the funds arc low, it is sure
to be attended with loss.  On the other hand, it may be
stated, with regard to “loans on demand,” that the recent
failures of bill-brokers have shown that the “ demand”
may not always be readily met. And with regard to
“hrokers’ bills,” the numerous failures among houses of
the first standing have proved that great losses and
most inconvenient “locks - up” may occasionally take
place from such sccuritics. Without condemning other
modes of investment, we are strongly inclined to favour
Government  sccurities, though fully conscious of the
losses they may occasionally produce. There is onc con-
sideration that must be taken into account: a bank that
has large surplus funds, if it makes no investments in
Government securities, will be strongly tempted to invest
their funds clsewhere in other sccurities that may not be
so convertible. Tt is truc that more interest may for a
time be obtained, but ultimately the bank may, though in
a statc of perfect solvency, be compelled to stop payment
from being unable to realise its investments.

Another advantage of a large investment in Govern-
ment securitics is, that the bank, by the publication of its
balance sheet, has always the means of showing to its
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depositors that a large portion of its deposits is at all
times amply sccured. The Bank of lingland states the
amount of their “ Government securities” distinet from
the “other sccurities.” It may so be that the other
sccuritics” are as good as the Government sccurities, and
perhaps more profitable, but the public do not know that
to be the casc; and were all the investments in “ other
sccuritics,” they might not feel the same degree of con-
fidence as to the prompt repayment of their deposits.
The same principle applies to other banks. And it may
rcasonably be supposed that between two banks in similar
circumstances as to other respects, depositors would rather
lodge their money in a bank which had a large amount of
Government sccurities than in one which had none.

As we have referred in this Section to some of the
operations of the Stock Ixchange, this may be a proper

place to discuss the nature of thesc transactions, so far, at

least, as concerns bankers.

The reader is of course aware that the “ Stocks,” or the
“ Funds,” or by whatever other name they may be called,
arc debts due from the nation to those persons whose
names arc entered on the bank hooks. The man who
holds 100/ consols is a ereditor to the nation for 1007,
for which he receives 3/, per annum ; and the price of
consols is the amonnt of the money for which he is willing
to transfer this debt from himsclf to another person.
Now, if this man knows another who is willing to give
him, say 90/ for this 100/. consols, they can go to the bank,
and the sellers heing properly identified, will transfer this
1007. consols into the name of the person to whom he has
sold it. Ilis account is then closed in the bank books,
and a new account is open in the name of the buyer;
for every holder of stock has an account in the bank
ledger, in the same way as bankers and merchants open
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ledger accounts for their customers. The scller of the
stock will also give a reccipt to the buyer for the moncy
in the following form :—

Consolidated .£3 per Cent. Annuities .

pividends | RECEIVED this day of N 35 The Pro-
due 184 of prictors, to pro-
tect themselves

Jan. 5th, from FRAUD,
July 5th, are recommend-
the sum of ed to ACCEPT

and are
by themselves

usually or their  At-
paid a few . . s . torneys, all
being the Consideration for TRANSFERS

days after.
made to them.

Interest or Share in the Joint Stock of e
Transfer | Lhree per Cont. Annuities, crecled by an Aet |-
Days: of Parliament of the 25th Year of the Reign
of King GEORGE 11. entitled, dn et for
converting the several Aniuities, therein men-
tioned, into several Joint Stocks of dnnvities,
s, |y usferable ab the BANK of ENGLAND,
Veidas- Aty by charged on the Sinking Fund ; and by
several subsequent Aets, together with the
Proportional Annuity ab £3 per Cent. per
Annam, atfending the same, by this
Day transferred to the said

s. d

Tuesday,

Wednesday,

Holiduys

excepled.

Witness ITand

Witness

But partics do not usually treat with cach other in this
way. A broker is employed cither to buy or scll, as
the casc may be. The stock-brokers are an association
consisting of ahout 600 persons, who meet together in a
building in Capel-court, Bartholomew-lane, closc to the
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Bank. Each broker before admission must find three
securities for 800/. each, which sum is applied to mect
any claims the other members of the “IIousc” may have
upon him during the first two ycars. The suretyship
then ccases. The subscription paid by each member is
ten guineas per annum. The House is governed by a
Committee of thirty persons chosen from the members.

But, although all the “ members of the Ilouse” are
called stock-brokers by the public, yet within the House
they are divided into two classes, brokers and jobbers.
A broker, as the name implies, is an agent who buys or
sells for his customers out of the Iouse, and he charges
them a commission upon the amount of the stock.
A stock-jobber is a stock merchant; but he does not
deal with the public: he deals only with the brokers;
and he is at all times rcady cither to buy or to scll
The price at which he sells is § more than the price at
which he buys. If one broker has an order from his
customer to buy 100/. consols, and another broker has an
order to scll 100/, consols, these two brokers do not deal
together, but both go to a jobber. One will sell his
consols to the jobber, say at 90, and the other will buy his
consols from the jobber at 90). Hence the difference
between the buying and the sclling price of consols is
always !, and thus in the newspapers the price is quoted
in this way, 90 to 90\,

A Dbanker is, of course, onc of the public, and when he
wants to buy or to sell stock, he gives instructions to his
broker, and the process is as we have now deseribed.

" Were there no jobbers, a hroker would not casily find
at all times another broker who had occasion to sell the
same amount of stock which he wished to buy, and he would
have a difficulty in buying or sclling small amounts. But
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there is no difficulty with the jobbers. The jobbers will
not only buy and sell stock on the same day, but they
will buy stock on one day, and agree to sell it at a future
day, or vice versd. These future days are called the
scttling days, being the days on which the members of
the House settle their accounts. They are fixed by the
Committee of the Stock Exchange, and they now occur
about once a month. Now, if a banker wants a sum of
money for a short time, cither to pay off a deposit, or to
make an advance to a customer, he will direct his stock-
broker to sell, say 50,000/, consols ““ for money,” and buy
them “for time;” that is, against the next  settling day,”
or, as it is somctimes called, the next account day.”
On the other hand, if a banker has money he wishes to
employ for a short time, he will reverse the operation, and
desire his broker to buy consols for money and sell them
for time. Hec thus gets interest for his money, according
to the difference of price between consols for time and
consols for money. Generally, the price for time is higher
than the price for moncy; and the difference between
these two prices is called the “Continuation.”  Sup-
posing that the next settling day is a month distant, and
the continuation is one-eighth per cent. that amounts to
twelve-cighths, or three per cent. per annum. The con-
tinuation will vary according to the near approach of the
settling day—according to the abundanccof money, and the
market rate of interest—and according to the abundance or
scarcity of stock. The last causc is not so rcadily under-
stood by the public, and we will thercfore cxplain it. The
stock-jobbers, as we have said, are stock merchants. Of
course they are large holders of stock ; it is their capital,
on which they trade. But however large may be the sum
they hold, they often agree to sell on the next scttling
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day a much larger sum, expeeting that in the mean time
they shall buy a large sum, and thus be able to set off
onc against the other. But sometimes, as the settling
day approaches, they find this is not the case, and they
are conscquently under an engagement to ¢ deliver ”—
that is, sell—more stock than they hold.  What can they
do now? They will try to get stock from those who have
it, by agrecing to buy it of them now, and sclling it at
the ensuing account day, a month hence, at the same
price; thus abolishing “the continuation.”” When that
is the case, a banker’s broker will go to the banker and
say, ““ If you like to lend your consols, you can get moncy
for nothing till the next account day.” The banker
replies, “ Well, I don’t know that I can make much
interest of the money just now ; but, as I can lose nothing,
you may lend them.” Thus the jobbers get their stock,
and complete their engagements. DBut sometimes the
jobbers are obliged to go farther, and cven to offer a
premium to partics who will lend their consols. This
premium is called “ Backadation ;”” it is just the reverse
of “continuation,” and implics that the time price of
stock is less than the money price. -

We have thus described the legitimate operations of
the Stock Exchange, so far as it may be necessary to
explain the transactions of bankers in the employment of
their surplus funds. Those operations called “ Gambling
in the Funds,” and the mode in which the brokers and
jobbers scttle their accounts, we shall endeavour to de-
scribe when we come to speak of the Clearing-house. We
will only add here the name and amount of cach of the
Government stocks and annuitics, as they stood on the
Hth January, 1818,
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Capital Stock of the Unredeemed Debt of the United Kingdom,

on bth January, 1818,

GREAT Briraiy,

Deht due to the South Sea Company, at 3 per cent.

£ s d.
3,662,781 8

Old South Sea Amnuities, ditto ... 3,195,160 17 9
New South Sea Annuities, ditto ...... 2,195,867 16 9
South Sca Annuities, 1751, ditto ...... 500,750 11 9
Debt doe {o the Bank of England, ditto ...... 11,015,100 0 0
Bauk Annuities, 17206, ditto ...... 750,404 1S 6
Consolidated Annuitics, ditto ...... 371,821,981 15 111
Redueed Aunuitics, difto ...... 121,921,219 8§ 7
Total at 3 per cent. ...... 515,069,299 17 9%
Annuities at 3} pereent. 215,700,519 5 1
New 5 per eent. Anumuities ... 430,076 3 2

Total, Greal Britain .. ... 731,199,025 6 0F
TRELAND.
Irish Consolidated Annuitics, at 3 per eent......... 6,194,874 15 2
[rish Reduced Aunnuities, ditto oo 128,295 16 9
Annuities at 3} pereent. 39,214,312 109
Debt due to the Bank of Treland, at 34 per cent... 2,630,769 4 S
New 5 per eent. Annuitics ..o, 3,673 11 2
Total, United Kingdom... £772,101,851 4 6}
The ANNUAL CHARrGE on the Nartonan Dent was then as follows :-—
Gruar Brirain. IRELAND,
£ s d. £ 8 d.

Interest, on unredeemed debt 22,483,850 13 11

Annuitics of all kinds falling
due

3,685,696 6 5

1,320,805 17 6

160,39t 2 1

26,169,516 19 6}

93,596 11 10
26,203,373 11 4}

Management
Total

...............

1,490,250 19 7

1,400,280 19 7

 Grand Total.... £27,753,663 10 11}

This is exclusive of 71,971/ 2s. 94d. the annual charge on stock and
annuitics of various kinds, standing in the names of the Commissioners,
on account of stock unclaimed for ten years and upwards, and of un-
claimed dividends, and also on account of donations and hequests, hut

which sum is not paid or provided for,
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SECTION VIL

THE ADMINISTRATION OF A BANK DURING A SEASON OF
PRESSURE.

A TRESSURE on the money market may be defined a
difficulty of getting money in the London market, cither
by way of discounting bills, or of loans upon Government
sccurities. This difficulty is usually accompanicd by an
unfavourable coursc of cxchange, a contraction of the
circulation of the Bank of England, and a high rate of
interest. These three circumstances have the relation to
each other of causc and effect. The unfavourable coursc
of exchange induces the Bank of England to contract
her circulation ; and the contraction of the circulation, by
rendering money more scarce, increases its value, and
leads to an advanced rate of interest. The removal of
the pressure is in the same order—the foreign exchanges
become favourable—the Bank of England then extends
her circulation —moncy becomes more abundant, and the
rate of interest falls. The degree to which the exchanges
are unfavourable isx indicated by the stock of gold in the
Bank of England; and when this is at its lowest amount
the pressure may be considered to have attained its ex-
treme point; for as the amount of géld increases, the
bank will cxtend her circulation, and the pressure will
subside.*

* An Inquiry into the Causes of the Pressurc on the Moncy Market
during the year 1839, by J. W, Gilbart,
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If we take a review of all the recent pressures on the
money market, we shall find they have always been pre-
ceded by the following circumstances :—First, by abun-
dance of money; sccondly, by a low rate of interest ;
thirdly, by some species of speculative investments. The
principal pressurcs that have occurred of late years, have
been those of 1825, 1836, 1839, and 1847,

The following is Mr. Horsley Palmer’s opinion of the
causes of the pressure of 1825, as stated to the Bank
Committee of 1832 :— ‘

“Will you stale to the committee what, in your opinion, was the
nature and the march of the erisis in 1825 P—1 have always considered
that the first step towards the excitement was the reduction of the
imterest upon the Govermment securities; the first movement in that
respeet was, [ think, upon 135,000,0007. of five per cents. which took
place in 1823, In the subscquent year, 1824, followed the reduction of
80,000,000/ of four per cents. I have always considered that reduction
of interests, one-fifth in one case, and onc-cighth in the other, 1o have
created the feverish feeling in the minds of the public al large, which
prompted almost everybody to enferfain any proposition for investment,
however ahsurd, which was tendered. The excitement of that period
was further promoted by the acknowledgment of South American repub-
lies by this country, and the inducements held out for engaging in
mining operations, and loans {o those governments, in which all classes
of the community in England seem to have partaken almost simultane-
ously. With those speeulations arose general speculation in commercial
produce, which had an effeet of disturbing the relative values between
this and other countries, and creating an unfavourable forcign exchange,
which continued from October 1824 to November 1825, causing a very
considerable cxport of bullion from the bank—about seven millions and
a half. Commercial speculations had induced some bankers, one parti-
cularly, to invest money in securities not strictly convertible, to a larger
extent than was prudent ; they were also largely connected with country
bankers. [ allude to the house of Messrs. Pole and Co. : a housc crigin-
ally possessed of very great property, in the persous of the partners, but
which fell with the circumstances of the times. The failure ot (hat
hanking-house was the first decisive check to commereial and banking
credit, and brought at once a vast number of country hankers, which
were in correspondence with it, into difficulties. That discredit was
followed by a general diseredit throughout London and the interior.”
—D. 47.

I
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With regard to the pressurc of 1836, therc was in the
beginning of that year no appearance of distress. But on
the contrary, cvery symptom of prosperity, attended by its
usual concomitant—a readiness to engage in speculative
undertakings.

The following description of this period is taken from
the speech of Mr. Clay, on introducing his motion respect-
ing Joint-stock Banks, May 12, 1836 :—

“To what extent the operations ‘of the joint-stock banks may have
contributed to create the present state of excitement in the commereial
world, must, of course, be mere matter of conjecture. That they have
had some considerable influence is probable, from the fact that the
excitement and rage for speculation is greatest in those parts of the
kingdom, wherc the operations of thosc establishments have been most
active. London has been comparatively unmoved, but Liverpool and
Manchester have witnessed a mushroom growth of schemes not exceeded
by the memorable year 1825. I hold in my hand a list of scventy con-
templated companics for every species of undertuking, which have ap-
peared in the Liverpool and Manchester papers within the last three
months. This list was made a fortnight or three wecks since, and might
probably now be considerably extended. It is impossible also, 1 think,
not to suspect that the facility of credit, and conscquent encouragement
to speculation, to which 1 have alluded, cannot have been without its
effcet in producing the great increasc of price in almost all the chicef
articles of consumption and raw materials of our manufactures. That
increase has been enormous—not less than from twenty to fifty, and even
one hundred per cent. in many of the chicf articles of produce, of con-
sumption, and materials of our manufactures.”

These appcarances continued with little alteration
until the month of July, when the Bank of England
raised the rate of discount to four-and-a-half per cent. It
then became known that there had becn a demand upon
the bank for gold from the preceding April, and this
measure was adopted by the bank as a means of rendering
the foreign exchanges more favourable. This being found
ineffectual, the bank in Septcmber raised the rate of
discount to five per cent. Besides raising the rate of in-
terest, the bank adopted other measures of increasing the
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value of money. A large amount of American bills upon
first-ratc houses had been offered for discount and re-
jected. A high degree of alarm was immediately spread
throughout thc community. The drcad of a panic similar
to that of 1825 almost universally prevailed. Those who
had money were unwilling to part with it—trade became
suddenly stagnant—the prices of all commodities fell con-
siderably, and numbers of commercial houses, chiefly of
the second class, suspended payment. Many railway and
other projects now fell into oblivion.

The alarm that cxisted was kept up by the monthly
accounts of the bullion in thc Bank of England. The
public returns showed a gradual decline from April, 1836,
to February, 1837. It was therefore supposed, that the
Bank of England would be under the necessity, for her
own safety, of still further contracting her issues, and
thus increasing the cxisting pressure. This apprehension
caused all persons who had moncy, to retain it in their
possession, and bankers and others withheld accommo-
dation they would otherwise have been disposed to grant.

This state of alarm was considerably augmented by
the publication of the Report of the Sceret Committee of
the House of Commons upon Joint-stock Banks. This
committee had bcen appointed on the motion of Mr.
Clay, the Member for the Tower Hamlets, whose speech
on the occasion might be termed a bill of indictment.
The joint-stock banks had rapidly incrcased; they had
issucd small shares; they had large nominal capitals;
they had circulated an excessive amount of notes; they
had promoted speculation. These were the charges brought
against them; and they had greater weight from being
advanced by a member who was known to be friendly to
joint-stock banking. The report of the committee ap-

peared to sustain all Mr. Clay’s accusations. This report
U9 i
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was highly creditable to the talents and industry of the
committce, but marked by a decided hostility of tonc.
While it cnumerated all the actual or possible imperfec-
tions of the joint-stock banks, it ascribed to them scarccly
a single cxcellence. At the same time, the committee
deferred to the succeeding session, the proposal of any
measures for their improvement; thus the public were
led to suppose, that in the following scssion some as-
tringent mecasures would be adopted with reference to
joint-stock banks, but what they would be none could
conjecture.

Iad the report appeared at any other period it might
possibly have done good; but as its appearance was con-
temporancous with a pressure on the moncey market, and
a high state of alarm, it unquestionably tended to weaken
public confidence, at a time when it required to be
strengthened.  Persons who were unfriendly to joint-stock
banks, seized the opportunity of dispraising them, and
believed, or pretended to believe, that the banks were
unsound, and would certainly stop payment.  Others,
who were friendly, were apprehensive that the banks
being still in their infancy, would be found too weak
to withstand the storm now raised against them. But
though this alarm began with respeet to joint-stock banks,
it did not end there. It was soon forescen that if a few
joint-stock banks were to stop payment, the private banks
in their neighbourhood would be put to a severe trial;
and if the banks should even be compelled to withhold
their usual advances to their customers, the credit of
individuals must suffer. Hence the private bankers and
the merchants, as well as the joint-stock banks, made
preparations to meet any event that might occur, and by
thus increasing the pressure on the London money market,
occasioned still farther apprehensions.
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The alarm was augmented by the stoppage of the
Agricultural and Commercial .Bank of Ircland, in the
month of November, and the demand for gold which that
stoppage occasioned in Ircland. The joint-stock banks
of England now became subject to increased suspicion ;
the accommodation they had been accustomed to obtain
by the re-discount of their bills in the London market
was considerably restricted ; and in the beginning of De-
cember, the Northern and Central Bank at Manchester,
a bank having a paid-up capital of 800,000/, with above
1200 partners, and forty branches, applied for assistance
to the Bank of England. This was afforded upon condi-
tion, in the first instance, that they should wind up all
their branches exeept that at Liverpool; and afterwards
further assistance was granted, upon condition they should
discontinue business after February, 1837. Soon after-
wards, the old and respectable London banking-house of
Messrs. Bisdaile & Co. rececived assistance upon  similar
terms.

The pressure which existed in England rapidly ex-
tended to America. A large amount of American secu-
ritics, consisting chicfly of bonds of the respective States,
Lad been remitted to the agency houses in Kngland.
This circumstance, in connexion with the exportation of
gold to America, attracted the notice of the Bank of
Tngland. A large amount of bills drawn from America
upon first-rate London houses was rejected.  In Ameriea
the pressure heecame severc—money was wanted to remit
to England to meet the drafts that had been drawn upon
England, either upon credit or against sccuritics that could
not now be sold. The rate of discount at New York rose
to two, and even to three per ceut. per month.

From the pressure upon the moncy market, and from
the great fall in the price of American produce, the cotton
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and other commodities sent from America to meet drafts
upon the English agents, could not be sold except at a
ruinous loss. And other remittances not having arrived,
several houses in the American trade, who were said to
have given extensive credit to parties in America, applied
for assistance to the Bank of England.*

Such was the character of the pressure of 1836; we
next procced to the pressure of 1839. The pressure
of 1836 may be said to have commenced from the
month of May in that year. Irom that month the
stock of gold in the bank gradually and uniformly de-
clined until February, 1837, when it reached its lowest
point of depression. From this point, it uniformly ad-
vanced : the lowest point of the circulation was in
December, 1836, though even then it was not lower than
it had been in the preceding January. The bank raised
the rate of interest from 4 to 44 per cent. in July, and
to 5 per cent. in the following September. During the
whole of the ycar 1837, the amount of gold in the Bank
of England continued to increase ; the bank extended her
circulation, and after the payment of the July dividends,
moncy became very abundant, and the market rate of
interest experienced a considerable fall. The foreign ex-
changes continued to be favourable during the carly part
of 1838, and gold accumulated in the coffers of the Bauk of
England. In the spring of that year the directors of the
Bank of England sent necarly a million of gold to America.
Money became increasingly abundant, and the rate of
interest fell. In February the bank reduced their rate
of discount to 4 per cent., and the interest on the loans

# The History of Banking in America; with an Inquiry how far the
Banking Institutions of America are adapted to this country; with a
Review of the Causcs of the recent Pressure on the Money Market. By
J. W. Gilbart. 1837.
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granted during the shutting of the funds was reduced in
March to 33 per cent. The low rate of interest caused
large sums of moncy to be invested in American sccu-
rities. Bonds of all kinds issued by the bank of the
United States, by the various states in the Union, and by
numerous private undertakings, were poured upon the
English market, and found eager purchascrs. Several of
the directors of the Bank of England, in their individual
character as merchants, became agents for the distri-
bution of these securities. About July the exchanges
became unfavourable, and in the latter part of the year
some symptoms of uneasiness were apparent in the money
market ; but as the stock of bullion in the Bank of Eng-
land was considerable, and the directors granted their
usual loans in December at 34 per cent., public confidence
was not shaken. 1In the beginning of the year 1839 the
cxchanges became increasingly unfavourable, and the
monthly returns of the bank showed a gradual diminution
in the stock of gold. The price of corn rose so high as to
admit of foreign wheat at the lowest rate of duty. This
occasioned a further demand for gold to be exported.
The stock of gold in the Bank of England rapidly de-
clined, until, in the month of October, it was no more
than 2,525,000/, while the liabilities of the bank upon
notes amounted to 17,612,000/, and upon deposits to
6,734,000.. The bank dircctors were very anxious to stop
this demand for gold. With this view, they raised the rate
of interest on May 16th to 5 per cent., on June 20th to
5% per cent., and on August 1st to 6 per cent.; and they
charged the same rate upon their short loans. They are
supposed to have sold large amounts of government stock
and exchequer bills, and on July 13th they announced
that they were ready to receive proposals for the sale of
the dead weight. None of the offers, however, met their
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approbation.  Finding these measures not speedily effec-
tive, an arrangement was made with the Bank of France
for a loan of 2,500,000/, Messrs. Baring & Co. drew
bills on account of the Bank of England upon houses in
Paris for this amount, which the Bank of France under-
took to discount. The directors also determined to refuse
to discount any bills drawn or indorsed by any private
or joint-stock bank of issuc. Notwithstanding these
measures, the stock of gold in the bank continued to
decreasc until the 18th October, when it reached the
lowest point of depression. From this point it continued
to advance, and the pressure began gradually, but slowly,
to subside.

It may be useful to notice the differcuces between
the pressure of 1836 and that of 1839, If we mecasure
the intensity of the pressure by the difference between
the largest and the lowest stock of gold in the Bank of
England, the former pressure will range from 7,801,0001.
to 4,032,000/, and the latter from 10,126,000/ to
2,525,000/ In the pressure of 1836, one joint-stock
bank, a London private bank, two country private hanks,
three large Amecrican ageney houses, and a great many
respectable merchants, stopped payment.  In the pressure
of 1839, there was scarcely a failure until the month of
Deccmber, and then only among the second class of
traders.—In the pressure of 1836, the prices of nearly all
commodities fell considerably, and almost immediately.
In the pressure of 1839, the prices of most commodities
remained for a length of time nearly the same.—In 1836,
the Bank of England did not raise their rate of interest
above 5 per cent. In 1839, the rate of interest upon
both discounts and loans was raised to 6 per cent.—In
1839, the bank gave notice that they were willing to sell
the dead weight, and they made arrangements for borrow-
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ing 2,500,000!. sterling from the Bank of France. In
1836, the bank adopted neither of these mcasures.—In
1836, the Bank of England rejected all bills drawn or
indorsed by joint-stock banks of issue. In 1839, they
rcjected also all bills drawn and indorsed by private banks
of issue. *

The consideration of the pressure of the year 1847 we
shall postpone to the next section of our work.

From the statements we have made, it would appear that
a season of pressure is always preceded by one of specula-
tion; and hence it follows that a banker who wishes to be
cagy in a time of pressure must act wisely in the previous
scason of speculation. It requires no ordinary firmness to do
this. To act wiscly in a scason of speculation, is far more
difficult than to act wiscly in onc of pressure.  But unless
a banker acts wisely in the previous time of speculation,”
his wisdom will probably be of little avail when the pres-
sure arrives. )

While, therefore, money is still abundant, the public
funds high, and other bankers liberal in accommoda-
tion, he should be doubly cautious against taking bills
of a doubtful character, or making advances upon
irregular sccurities.  IIe should not suffer the desire of
employing his funds, or the fear of offending his customers,
to induce him to deviate from sound banking principles.
e should also take this opportunity of calling up all
dead or doubtful loans, and of getting rid of all weak
customers.  He should also, under any circumstances,
avoid making advances for any length of time, and invest-
ments in securities that are not at all times convertible,
or the price of which is likely to sustain a great fall on
the occurrence of a pressurc. The discount of first-rate
commercial bills having a short time to run, or short

* Au [uquiry into the Causes of the Pressure of 1839.
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loans on stock or other undeniable security, however low
the intercst received, seem to be the most safe and advan-
tageous transactions.

When the aspect of affairs seems to threaten that
money will be still more in demand, and the failure of a
number of merchants and traders may consequently be
apprehended, it bchoves him to prepare for approaching
events by avoiding all discounts of hills of an inferior
class, and by keeping his funds in an available state.
With a view to these objects, he will review all his loan
and discount accounts, call up his loans of long standing,
where it can be done without injury to the interest or
reputation of his bank, avoid all overdrawn accounts,
and reducc the amount of discounts to the inferior
class of accounts. In performing these operations, he
will exercise duc judgment and discretion, making proper
distinctions between his customers, and reducing chiefly
those bills which arc of an unbusiness character, or which
are drawn upon doubtful people, or upon parties that he
knows nothing about; he will also mark particularly
those accounts which require large discounts, but keep
no corresponding balance to the credit of their current
accounts.

As the pressurc advances, he will find that there are
three demands upon his funds.  First, his customers will
reduce their balances, and kecp less money in his hands.
Moncy lodged at interest will be taken away, because the
parties can make higher interest elscwhere, or they will
be tempted by the low price of stock to invest it in
Government securities. Secondly, he will have a greater
demand for loans and discounts, not merely from weak
people whom he might not care about refusing, but from
persons of known wealth, whom it is his interest and his
inclination to oblige. Thirdly, he will think it prudent
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to guard against sudden demands by keeping a larger
amount of bank notes in his till. To meet all these
demands he will be compelled to realise some of his secu-
ritics, and he will realise those first on which he will
sustain no loss.

If a banker has moncy lying at demand with a bill-
broker, he will now have occasion to call it in. If he has
money lent at short periods at the Stock Exchange, he
will, as he has occasion, take in the money as the loans
fall due. If he has discounted brokers’ bills, he will
reccive the amounts when due, and discount no more.
Should these operations not be sufficient to meet the
demands upon his funds, he will then sell his stock or
exchequer bills, or borrow on them in the money market.
A country banker who has kept his rescrve in hills of
exchange will be anxious to re-discount them, and will
think himself lucky if he can do so readily and at a
modcrate rate of interest.

It will be useless for a banker to attempt to call up
dead loans, or to reduce his discounts, after the pressure '
has commenced. IIe should have thought of these:
matters in the previous scason of abundance. As he
cannot get in any outstanding advances, he had better not
ask for them, but mercly charge the partics an increased
rate of interest. If he demand the money, he will not
get it, and he may give rise to a surmise that he is short

of funds. This season of pressure is, however, a good :

opportunity for calling up advances, or getting rid of -
connexions that he would, on other grounds, like to be .

without. The “ scarcity of money,” the “ pressure on the
money market,”’ are capital reasons to assign for refus-
ing applications which, even otherwise, he would refuse,
and for calling vp loans which, under any circumstances,
he would like to see repaid.
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During a pressurc a banker will have to give a great
many refusals, and some discrction will be nccessary in
the form of giving these refusals. Let him refuse in what
way he may at such a scason, he will be sure to give
offence. And the party refused will possibly publish the
refusal, and, from motives of ignorance or malignity,
represent the refusal as having arisen from want of means,
and possibly may circulate a report that the banker is
about to stop payment. Hence rumours about banks arc
always rife in scasons of pressure, and they add to the
general want of confidence which then prevails,

During a pressure, a banker will have offers of new
accounts to be transferrcd from other bankers, provided
he will consent to make certain advances. Some caution
must he exercised in this matter. 1t is quite possible that
some perfectly sufe partics, having large accounts, may
be disposed to remove in consequence of their present
bankers not being equal to the supply of their wants,
Tn this ease, the banker will he regulated by the value of
the proposed account and the extent of his own means.
On the other hand, it is equally possible that weak people,
to whom their present bank might not, in any casc,
have given advances, may use the *scarcity of money”
as a pretext for making application to a new banker,
stating their bhelief that their old banker was unable to
meet their requirements. It hehoves a banker to use
much discretion in such a case, especially if it be a large
account. If he errs at all, he should err on the side of
caution.

It will rarely be wise for a banker in a scason of pres-
sure to attempt to get away the customers of other
bankers by offering them greater accommodation. The
best way of getting new conuexions is to treat well those
that he has. It is better for a banker to ‘cmploy his
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funds in supporting his old friends than in attempting to
get new ones.  If his funds are so ample that he can do
both without inconvenicuce, very well. But caution is
necessary in taking mew accounts at this time, and he
should be doubly cautious in making applications to
parties.  Unless he has the most ample and satisfactory
information as to their circumstances, he had better wait
until they apply to himn It would then devolve upon
them to satisfy him that he would be justified in making
the advances required.

During the pressure, a banker will find that some of
liis wealthier customers, who, when money was abundant,
took their bills to be discounted by a bill-hroker, because
he would cash them at a lower rate, will come back, and
cxpeet to have discounts from their banker. This is no-
fault of the bill-brokers.  People put moncey in their
hands avowedly for temporary purposes. In scasons of
abundance the bill-brokers are glutted with money.
When the pressure commences this money is withdrawn.
The consequence is, that in seasons of abundance the
bill-brokers will discount at a lower rate than the bankers,
and when money is scarce they discount at a higher rate,
and in many cases not discount at all. Sharp-sighted
people, who are acquainted with the London moncy
warkets, will, when moncy is abundant, take all their
first-rate bills to a bill-broker, and send to their banker
all their inferior bills, which a bill-broker would not take.
Now, if a banker has occasion to curtail his advances in
seasons of pressure, he should begin with people of this
sort. But if he has ample means, and the parties arc
wealthy, he may deem it worth his while to take their bills,
charging a high rate of interest, and gently reminding
them of their former delinquencies. Exhortations to good
behaviour have always a greater effect when administered
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in seasons of affliction. And reproof at this time to a
party who had thus wandered, may induce him to pursuc
in future a more righteous line of conduct.

During a pressure, a banker will find that some of his
customers will get into difficulties, and will apply to him
for assistance. Ile will often be at a loss to decide
whether he should or should not grant the assistance
required. This hesitation will arise from his doubts as to
the extent to which he can prudently rely upon the calcu-
lations and anticipations of his customer. The party
states that he must immediately stop payment unless he
has assistance; but he has abundance of property, and
his difficulties arise only from not being able to realise it.
If he has a certain sum he can then go on comfortably.
The bauker grants him this sum. After a while, he comes
again, and states he must now stop unless he has a farther
sum. The banker hesitates, but ultimately gives him
this farther sum. e comes a third time, and states he
has not yet got enough ; and not being able to get more,
he then stops, leaving the banker at best with a large
lock-up, and probably with an ultimate loss.

During a pressure, those banks that allow interest on
deposits will be asked for a higher rate of interest. It is
quite right that those parties who have had deposits at
the bank for somc time, should receive a higher rate of
intcrest, proportionate to the increased value of money.
But it may be questioned whether it is worth while to
receive further lodgments, during a pressure, at a high
rate of intercst, unless they are lodged for a fixed period.
For, should the pressure increase, these sums are sure to
be withdrawn, or else applications will be made for a higher
rate of interest than the banker can prudently give. Nor
must it be forgotten that it is not wise for & banker to
give, during a panic, an extravagant rate of interest.
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Should he do so, he will give rise to an opinion that he is
short of funds, and this may cause more deposits to be with-
drawn than he would obtain from his high rate of interest.

During a pressure, a banker will pay considerable atten-
tion to the published rcturns of the Bank of England.
The increase or diminution of the gold and silver in the
issuing department, will show the progress of the pres-
sure. As these increase, moncy will become less scarce,
the rate of interest will fall, and the pressurc will subside.
In this department, it is the progress of increase, or dimi-
nution, more than the actual amount, that should be the
main object of atteution. The banking department re-
sembles any other bank. Its mcans arc the paid-up
capital—the real or surplus fund—the public deposits—the
private deposits, and the seven-day bills. These means are
employed in public sceuritics, private securities, and cash
in the till. Its ability to make advances, at any given
time, depends on the amount of cash in the till. The
diminution of this amount shows the increasc of the pres-
sure, and the banker will act accordingly.

As far as past experience goes, all panics or pressures
have resulted in a subsequent abundance of money. It
would be a grand thing for a banker if he could know
beforchand at what precisc point this change would take
place. But this he cannot know, and he had better not
speculate on the subject, but just follow the coursec of
cvents as they occur. When, however, the point is fairly
turned, he will act wiscly in investing all his surplus funds
in such convertible sccurities as are likely to advance in
price, from the increasing low rate of interest. Exchequer
bills are most likely to be the first affected, and then
the public funds. Ie will, also, be more liberal in
granting discounts, and other advances, and he will lower
the rate of interest at which hc takes deposits. At the
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same time, "he will be cautious in the bills he discounts,
For, though monecy may be abundant, yet trade may be
depressed, and the effects of the previous panic may be
the failure of a great number of persons in the middle
class of socicty. The banker wiil therefore be cautious in
extending his discounts, except on bills of an undoubted
character.

We will observe, lastly, that, in a scason of pressure, 1t
is peculiarly necessary that a banker shonld pay regard to
the state of his own health, and to the discipline of his own
mind, so as to guard against any morbid or gloomy appre-
hensions with regard to the future. IHe should attempt
to form a cool and dispassionate judgment as to the result
of passing events; endcavouring so to arrange his own
affairs as to bhe prepared for whatever may oceur, but
taking carc not to increasc the present evil by predicting
greater calamitics. If he suffer a fecling of despondency
to get the mastery of his mind, he will be less able to
cope with the difficulties of his position. 1Ie will then,
probably, refuse rcasonable assistance to even first-rate
customers, realise sccurities unnecessarily at a heavy sacri-
fice, and keep in his till an amount of unemploycd treasure
excessively disproportionate to the extent of his liabilities.
This will increase the pressure. Fear, too, is always con-
tagious. A banker of this melancholy temperament will
impart his apprehensions to others, and thus the panic
will become more widely extended.
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SECTION VIIIL.

THE ADMINISTRATION OF A BANK UNDER TIIE ACT OF 1814.

It would not be consistent with the practical character
of this work to discuss, at great lehgth, any theory of the
currency. But the Act of 1844, though founded on a
theory, was a practical measure, and has so important a
hearing on the administration of banking affairs, that our
work would be regarded as incomplete were the subject
altogether omitted.  We shall, however, cndcavour to
avoid any obscrvations on its theory, and confine our
remarks, as much as we can, to the operation of its prac-
tical cnactments. In this part of our work it will he
nccessary to consider only thosc provisions of the Act
which refer to the issue of notes by the Bank of England :
thosc which refer to the country circulation will more pro-
perly comc under review in the section upon Country
Banks. Tt may also be proper to remark, that, in our
judgment, the Act of 1819 has no nccessary conncxion
with the Act of 1844; nor would there be any incon-
sistency in advocating the onc and not advocating the
other,*

* Commons, 3109,
1
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“The Act-of 1814” is the 7 & 8 Vict. cap. 32, and is
entitled, *““ An Act to Regulate the Issue of Bank Notes,
and for giving to the Governor and Company of the Bank
of England certain privileges for a limited period.” It
enacts that from and after the 31st August, 1811, the
Issue department of the Bank of England shall be sepa-
rated from thc Banking department — that the issuing
department may issue notes to the extent -of 14,000,000/,
upon seccurities sct apart for that purpose, of which the
debt of 11,015,100/. due from the Government to the
bank shall form a part—that no amount of notes above
1.4,000,000/. shall be issued, except against gold coin, or
gold or silver hullion ; and that the silver bullion shall not
exceed one-fourth the amount of gold coin and bullion.
Any person is entitled to demand notes from the issuing
department, in exchange for gold bullion, at the rate of
31 17s. 9d. per ounce. Should any banker discontinue his
issuc of notes, the Bank of England may, upon applica-
tion, be empowercd by an Order of Council to increase her
issue upon securitics to the extent of two-thirds of the
issue thus withdrawn; but all the profit of this increased
issuc must go to the Government.

The theory on which this Act was founded had, for
several years previonsly, been brought before the public
in pamphlets written by men of distinguished talent.
Upon some of these pamphlets we wrote a critique, which
appeared in the “ Westminster Review ” of January 1841.
That article was afterwards published separately, under
the title of “ Currency and Banking: a Review of some
of the Principles and Plans that have recently engaged
public attention, with reference to the administration of
the Currency.” In this review we made the following
observations on the plan then proposed, and subsequently
carricd out in the Act of 1844 :—
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« The plan of making the amount of the circulation fluctuale in exact cor-
respondence with the amount of gold in the Bank of Efyland.

«This plan is thus open to the following objections :—

1. Upon this plan there must he a perpetual inercase and diminution
in the stock of gold; consequently, a perpetual inerease and diminution
in the amount of the eurrency. The incrcase in the amount of the
curreney would raise prices and stimulate speculation.  The diminution
in the amount of the currency would reduce prices and produce distress.
And thus there must be a constant alternation from high prices to low
prices, and again from low prices to high prices—{rom speculation to
distress, and from distress to speculation.

“2. But depression of priees, and their atiendant miserics, may not
be experienced only when the forcign exchanges arc unfavourable. Ex-
cessive caution, an apprehension of war, or political feeling, may cause :
domestic demand for gold, and this would cause for a while a contraction
of the curreney as severe as that which would arise from an unfavourable
exchange; and, as the bank dircctors would have no discretionary
power, but would be required to adhere to prineiple,’ by giving gold foy
notes, or notes for gold, they could do nothing to assuage these cala-
mities. According to Mr. Loyd,* a drain, from whatever cause it may
arise, must be met by a contraction of the cwrrency. Mr. Palwmer, in
laying down his rule, put in a saving clause—¢ exeept under special eir-
cumstances,” but Mr. Loyd makes 1o exceptions.

«“3. To carry this system into operation, would reqnire a separation
of the issuing department from the other departments of the husiness of
the bank, and this would cause still further inconvenienees. The manage-
ment of the issuing department would be exceedingly simple. The office
of the dircelors would he a complete sinceure, and, for anything they
would have to do, their places might be as well supplied by four-and-
twenty broomsticks. A few cashiers to exchange gold for notcs, or notes
for gold, would be all the establishment required; and, could Mr.
Babbage be induced to construet a € self-acting’ machine to perform
these operations, the whole business of the curreney department migh,
be carricd on without human ageney. But the deposit department would
require more attention. ¢ It is in the nature of banking business,” says
Mr. Loyd, “that the amount of its deposits should vary with a varicty of

* I wish I could have made this quotation without introdueing the
names. It would greatly assist our inquiries after truth, and lead to the
formation of an independent judgment, if we could engage in discussions
of this kind without any reference to those talented men who may have
distinguished themselves as either the advoeatcs or the opponcuts of the
doctrines we investigate. '

12
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circumstances ; and, as the amount of deposits varics, the amount of that
in which ti®sc deposits arc invested (viz. the securities) must vary also.
Tt is, therefore, quite absurd to talk of the bauk, in its character of a
banking concern, keeping the amount of its securities invariable”  As,
therefore, the deposits might vary, the bank would be a buyer or a scller
of Government sccurities ; aud, as these variations are somectimes to a
very large amount, the fluctuations in the price of the public funds, and
of exchequer bills, would be very considerable.  Thus the property of
those who held these sceurities would he always changing in value.
Aguin, the deposits would be withdrawn chiefly in seasons of pressure,
and the bank would then be compelled to sell her securities.  But sup-
pose the scarcity of money should be so greal that the securities would
be unsaleable even at a reduced price, how then could the bauk pay off
her deposits ?

“4. If the currency were administered upon this principle, the bank
would be unable to grant assistance to the commercial and manufacturing
classes in scasons of calamity.

“Mr. Loyd cxelaims, ¢ Let not the borrowers of moncy, Government
and commerce, approach, with their dangerous and seducfive influences,
the creator of money.” But, with all deference to Mr. Loyd, we confend
that it is the province of a bank to afford assistance o trade and com-
meree in scasons of pressure.  Mr. Loyd, as a practical banker, would
no doubt afford assistance to his own customers in such scasons; and, if
this he the provinee and dnty of a private banker, the duty is more im-
perative on a publie banking compauny, and more imperative still on a
bank invested by the legislature with peculiar privileges for the public
good. Mr. Loyd suys, ‘ Let the bank afford this assistance out of her
own funds”  But, under Mr. Loyd’s system, she conld grant assistance
only by sclling sceuritics ; and what velief would she afford by sclling
securities with onc hand, and lending out the money with the other?
Besides, is it certain that, under such a pressure as Mr. Loyd’s system
must occasionally produce, these securitics would be saleable at even
any pricc? ¢ But,” says Mr. Loyd, ‘individuals may afford this assist-
ance.”  In scasons of pressure few individuals have more ample funds
than what are necessary for the supply of their own wants. . . . When the
distress is caused hy a contraction of the currency, it can only be re-
moved by an increased issuc of notes.  And there are many cases, such
for instance as that of the Northern and Central Bank, in which assist-
ance can only he effectually rendered in this manner.

“We consider that any system of administering the currency, which
prohibits the banking institutions of the country from granting relief to
the commereial and manufacturing classes, must be unsound. We should
condemn such asystem at once, even iff we could not deteet the fallacies
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on which it was founded. In political ceonomy we can judge of prin-
ciples only by their praclical effects—and any system wich produces
these effects must be unsound.  When seasons of calamity oceur, it is
not for the national bank to exelaim, Swuve qui pewt. They ought to
co-operate with the Government in attempting to relieve the distress,
and to prescrve the tranquillity of the country.”

These remarks, written in the year 1841, might, if put
into the past tense, almost serve for a history of the ycar
1847. The Act of 1814 was formed upon the principle
which is here condemned ; and the effects deseribed have
actually occurred. There have been great fluctuations in
the amount of the eirculation, in the rate of interest, and
in the prices of the public sccurities. There have been
great speculations, followed by great distress. The Go-
vernment funds have in large amounts been unsaleable ;
and the bank has heen unable to afford relief to the com-
mercial classes. A severe pressure has taken place; and,
in conscquence of this severe pressure, the Act was sus-
pended. It has been denied that this pressure was pro-
duced or inercased by the Act.  But, how stand the facts?
The Act was passed, and, as predicted, a pressure came:
the Act was continued, and the pressure increased: the
Act was suspended, and the pressure went away. These
arc not opinions—they are facts.

At the mecting of Parliament in the latter end of 1847,
committees were appointed by both the Iouse of Lords
and the House of Commons, to “inquire into the causes
of the distress which has for some time prevailed among
the commercial classes; and how far it has been affected
by the laws for regulating the issuc of bank notes pay-
able on demand.” The following is an cxtract from the
Report of the Lords’ Committee as to the causcs of the
pressure :—

“ A sudden and unexampled demand for forcign corn, produced by a
failure in many deseriptions of agricultural produce throughout the
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United Kingdorn, coincided with the unprecedented extent of speculation
produced by increased facilities of credit and a low rate of interest, and
had for some time occasioned over-trading in many branches of com-
merce. This was more especially felt in railroads, for which calls to a
large amount were daily becoming payable, without corresponding funds
to meet them, except by the withdrawal of capital from other pursuits
and investments.  These causes account for much of the pressure under
which many of the weaker commercial firms were doomed to sink, and
which was felt even by the strongest, To thesc causcs may be added a
contemporaneous risc of price in cotlon; and, with respeet to houses
connceted with the East and West India trade, a sudden and extensive
fall in the price of sugar, by which the value of their most readily avail-
able assets underwent great depreciation.

“ Some of these causes arc obviously beyond the reach of legislative
control. But upon those which arc connceted with the extension of
commereial speculation, encouraged or checked by the facility or the
difliculty of obtaining credit, by the advance of capital and the discount
of bills, the powers and position of the Bank of England must at all
times enable that corporation to excrcise an important influence. The
committee have consequently felt it to be their duty to inquire into the
course pursucd by the bank acting under the provisions of the 7 and 8
Vict. e. 32, and they have come to the conclusion that the recent panic
was materially aggravated by the operation of that statute, and by the
proceedings of the bank itself. This effect may be traced, directly, to
the Act of 1844, in the legislative restriction imposed on the means of
accommodation, whilst a large amount of bullion was held in the coffers
of the bank, and during a time of favourable exchanges; and it may be
traced to.the same cause, indirectly, as a consequence of great fluctu-
ations in the rate of discount, and of capital previously advanced at an
unusually low ratc of interest.  This course the bank would hardly have
felt itsell justified in taking, had not an impression existed that, by the
separation of the issue and the banking departments, one inflexible rule
for regulating the bank dssues had been substituted by law in place of
the diseretion formerly vested in the bank.”

The nature and extent of the pressure is thus described
by the Governor and Deputy-Governor of the Bank of
England : —

“The panic began by the failures in the corn trade. The pricc of
wheat had risen to about 120s.  Large arrivals of grain from the con-
tinent of Europe and from America, coupled with the prospect of an
carly and abundant harvest, caused a sudden fall in price {o ahout 60s.



ON BANKING. 119

with a corresponding decline in Indian corn. The failure of most of the
corn speculators followed this great reduction in price, and their failure
caused the stoppage of an eminent discount broker having a large country
connexion.  This latter failure, by closing one of the principal channels
of discount between the country and London, caused distrust to extend
into the country.  Credit became affected by thesc failures, and several
London firms of high standing also failed. Then followed in rapid sue-
cession {he failure of the Royal Bank of Liverpool, the Liverpool Banking
Company, the North and South Wales Banking Company, some private
country banks, and the Union Bank of Newcastle, followed by a tremen-
dous run upon the Northumberland and Durham Distriet Bank. To
these disasters suceeeded alarm, and an almost total prostration of credit.
The London bankers and discount brokers refused lo grant the usual
accommodation to their customers, and nccessarily obliged cvery one
requiring assistance to resort to the Bank of Englad. Money was
hoarded to a considerable extent; so much so, that notwithstunding the
notes and coin issucd to the public in October exceeded by 4,000,000/
or 5,000,000/, the amount with the public in August, still the general
complaint was of a scarcity of money. Credit was so entirely destroyed,
that, houses trading to distant countries earrying on their business through
the means of credit, by a renewal of their acceptances as they became
due, were 110 longer able to meet their engagements, and were forced to
stop payment. This was the state of things previous to the issuing of
the Government Ietter in October.” #

The Committee of the Touse of Commons delivered a
Report in favour of the continuance of the bill without
altcration—in opposition to the opinions of by far the
majority of the witnesses who were examined.

Those witnesses who arc fricndly to the Act contend
that it has sccured the convertibility of the Bank of Lng-
land note,—that this convertibility was cendangered in
1823, in 1837, and in 1839, and would have been endan-
gered in 18 17 but for this Act.t

By the phrase “securing the convertibility of the note,”
it is not meant that the issuc department of the Bank of

* Lords, No. 12.
T Sce the Evidence before the Committee of the ]Iousc of Lords,
Questions No. 1406 to 1409, and No. 3169.



120 A PRACTICAL TREATISE

England held a sufficient amount of gold and silver to
pay off all the notes it had issued. Tt is obvious that the
gold and silver in hand must always be fourtcen millions
less than this amount, inasmuch as fourtecn millions
of notes arc issucd against sccurities. By “ sceuring
the convertibility of the note,” is mcant, that the issuc
department of the Bank of England were in a condition to
pay off any amount of notes of which payment was likely
to be demanded for the purpose of exporting the gold—the
issue department was always in a condition to meet any
Joreign demand for gold. This is called, “ securing the
convertibility of the note.”

It has been contended, that the Act has retained in the
vaults of the Bank of England a larger amount of gold
and silver than would otherwise have been retained. And
as this amount is sct apart for the express purpose of
paying the notes, their payment is so far additionally
sccured. On the other hand, it has heen maintained that,
by thus rescrving all the gold to pay the notcs, we en-
dangered the payment of the deposits. And had the
banking department stopped payment, a domestic run
would have taken place upon the issuing department, and
thus the payment of the notes would still have been
cndangered.

The following is the evidence of a director of the Bank
of Liverpool upon the subject :—

“ With regard to sccuring the convertibility of the notes, what is your
opinion of the bill ?

“T do not think it has sceured the convertibility of the notes at all.
The notes remained convertible up to the suspension of the bill; but
[ believe that, if the bill had nol been suspended then, or some - similar
measure adopled, notes would have ceased to be convertible. Looking
to the general state of things throughout the country, and io what
I know to have been {he state of things in London, and the position of
trade generally—to the alarm that was spreading rapidly through the
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country, and to the fact that the power of the bank had been reduced to
such a point, that if there had been any apprehension of the failure of
the country banks, it could not farther support them, and that very little
might have occasioned (L might perhaps go farther, and say, would have
occasioned) the failurc of banks in large towns and in the country—
believing that if one or two country banks of any magnitude had failed,
alem would have spread throughout the kingdom, or if onc or two
London banks had failed, consternation would have been general—
seeing, also, the considerable amount of reserve in the hands of {he
country bankers and joini-stock hanks, and the necessity that there would
have been of having that reserve as carly as possible converted into gold
if the bank was obliged to stop—sceing that a reserve of 20,0007, for
cach of 300 country banks would have taken six or seven millions, or of
15,000/ each would have taken five millions—and that if the run for gold
had once begun, it would probably have gone on till the treasury was
drained—seeing all this, my firm opinion is, that the bill of 1844 has not
secured convertibility, and I state the grounds on which that opinion is
formed.” *

It scems useless at present to speculate upon such a
state of things, as we Now know that before the pressure
arrived to such a height as to cause the banking depart-
ment to stop payment, the Acet would be suspended.  But
it scems fair to ask, whether the precautions of the Act
are not disproportionate to the danger? We ought to
consider not merely the greatness of the evil, but also the
probability of its occurrence; and is it wise to inflict
upon ourselves a vast number of scrious evils mercly to
gnard against a danger that may necver occur? It
may farther be asked, whether the stringent mcasures
that were necessary last year to keep the banking depart-
ment from stopping payment, would not have been equally
cftectual under the previous state of the law in preserving
the convertibility of the notes ?

It should be recollected, too, that previous to the
passing of the Act of 1844, the bank had the power of
rectifying the cxchanges by means of foreign credits, as

* Commons, No. 94,



122 A PRACTICAL TREATISE

they did in the year 1839.% But the directors, being now
rclieved from all responsibility with regard to the issuc
department, have no induccment to engage in such an
operation, Indeed, they might be censured for inter-
fering with the principle of the Act, that the exchanges
shall be rectified by a transmission of gold and silver.

It would appcar from the evidence, that the soLr advan-
tage Now claimed for the Act is, that it has secured the
convertibility of the note. Other advantages, however,
were expected to result. Those expectations are thus dis-
posed of in the Report of the Lords’ Committec.

Tt is {rue that to thosc who may have expected that the 7 & 8 Vict.
e. 32, would cffectually prevent a recurrence of cycles of commercial
excitement and depression, the contrast between the years 1845 and
1847 must produce a gricvous disappointment. To those who antici-
pated that the Act would put a eheck on improvident speculation, the
disappointment caunot be less, if’ reliance is to be placed (as the com-
mittee arc confident it may) on the statement of the governor of the
hank, and of other witnesses, that speculations were never carried to
such an enormous extent as in 1816 and the beginning of 1847 1f the
Act weve relied on as a sceurity against violent fluctuations in the value
of money, the fallaciousness of such anticipation is conclusively proved
by the fact, that whilst the differeuce between the highest and lowest
rate of discount was in the calamitous years 1837 and 1839 but 2% to
23 per cent., the difference in 1847 rose to 63, If it was contemplated
that the number and the extent of commercial failures would have been
lessened, the deplorable narrative of the governor of the bank, recording
the failure of thirty-three louses comparatively in large business, in
London alone, to the amount of 8,129,000Z, is a conclusive reply. If
the enormous extent to which railroad speculation has been carried be
considered as an cvil to which a sound system of banking could have
applicd a corrcetive, such a correetive has not been found in an Aect, since
the passing of which, during a period of three years, an increased railway
capital of upwards of 221,000,000Z has been authorized to be raised by

* Several of the witnesses made suggestions for rectifying this ex-
change by other means than the exportation of gold.—Sce Commions,
97, 2018, 2023, 2579, 2614, 2620.
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Parliament ; and when the enormous sum of 76,390,000L is stated, on
high financial authority, to have been actually expended on railways in
two years and a half. If the power of obtaining banking accommodation
on moderate terms were considered to be promoted by the Act of 1844,
it cannot be said that this important object las been atiained, since it
appears in cvidence that in 1847, in addition to an interest of 9 or 10
per cent., & commission was also frequently paid, raising the charge to
10, 20, or 30 per cent., according to the time which bills had to run.”

The report might have added, that if it was expected that
the amount of notes in the hands of the public would fluc-
tuate in exact correspondence with the fluctuations in the
amount of gold in the Bank of England, that expectation
has not been fulfilled.  From the censure cast on the
Bank of England before the Act was passed for not pro-
ducing this correspondence, it may be inferred that such
an expeetation was entertained.

Thosc who are opposed to the Act of 181+ bring against
it the following accusations :—

Ilirst. The Act of 1844 is accuscd of having produccd
an abundance of money and a low rate of intcrest, and
thus stinulated to excessive speculation. We showed,
in the last Secction, that these arc always the precursors
of a pressure.

According to this Act, all persons arc entitled to
demand from the issuc department of the Bank of Eng-
land, Bank of England notes in cxchange for gold bullion
at the rate of 3. 17s. 9d. per ounce of standard gold.
When, therefore, the foreign exchanges are favourable to
the importation of gold, this gold, consisting of gold bars
and foreign gold coin, which could not be used as money
in this country, is taken to the issue department, and
instantly converted into Bank of England notes. The
amount of notes is thus increased beyond what the trans-

* See the Evidence taken before the Committee on Banks of Issuc,
No. 2677—2713.
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actions of the country require. Money becomes plentiful,
the rate of interest falls, and the low rate of interest gives
facilitics to speculative undertakings.

It must be acknowledged that, previous to the passing
of this Act, the bank dircctors had adopted the prin-
ciple of purchasing all foreign gold that might be offercd
them at 87. 17s. 9d. an ounce; and it formed a feature of
their system of management, as explained before a com-
mittee of the House of Commons in the ycar 1832. When
the advocates of the Act say that it is only during a
scason of pressure that the Act comes into operation,*
they can meah only that it is during such a scason that the
system established by the Act differs from the system pre-
viously in existence. The Act is as much in operation
when 1t gives out notes as when it gives out gold.

It must also be acknowledged that on the 31st August,
18144, when the Act came into operation, there was
a large amount of gold in the bank, and a low rate of
interest consequently prevailed.  This gold had acenmu-
lated, not literally in consequence of the Act, but in con-
scquence of the principle embodied in the Act. From
the adoption of this principle, the gold in the vaults of
the bank still farther increased after the passing of the
Act. v

It must be farther acknowledged, that although the Act
requires the issue department at all times to issue notes
against gold, it does not require that the Bank of England
shall at all times issue 14,000,000/. against sccuritics.
The Act merely requires that the amount skall not exceed
14,000,000/, And a London banker who was examined
as a witness before the Lords” Committee, said he expected
that when the Act came into operation the bank would
not issue at first more than 11,000,000/. against sccuritics,

#* Commons, 5121.
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and that the remaining 3,000,000/ would not be issucd
until the rate of interest had advanced to 3} or 4 per cent.
But the Act did not require the Bank of England to
adopt this coursc; and its adoption would probably have
heen considered by some partics as a departure from its
principle.  For it is a fundamental principle of the Act,
that the amount of the circulation shall jerk up and
down in exact conformity to the importations or expor-
tations of gold. And hence during a favourable course
of exchange money must he abundant, and intcrest must
he low.

It 1s alleged that the Act still farther reduced the rate
of interest, and promoted speculative undertakings, by
placing the Bank of England in a position in which the
directors were led to adopt a new system of management.

In September, 1844, soon after the Act was passed, the
dircetors, whose rate of interest had never previously been
lower that 4 per cent., reduced it to 23 per cent.  The
objeet of this reduction was to invest a larger portion of
their funds in the discount of bills. It is stated that, to
cffcet this object, the directors not only reduced their rate
of discount, hut also canvassed for business, and thus gave
a stimulus to new transactions. They had been told that
the banking department of the Bank of England was to
be managed “like any other banking concern using Bank
of England notes.” And it is not an unusual thing for
bankers, when they cannot employ their funds at so high
a ratc of interest as they wish to obtain, to employ them
at a lower rate. Nor is it unusual for a banker to offer
his surplus cash to bill-brokers and others, who arc known
to be in the habit of supplying bankers with bills. But
however consistent the conduct of the directors may have
heen with banking principles, the reduction of the bank
rate of discount immediataly caused a reduction in the
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market rate, and in the rates charged by bankers through-
out the country. For it must be observed, that when the
bank lowers her rate of interest upon money in seasons
of abundance, it has the necessary effect of reducing the
market rate of interest still lower than the bank rate.
Suppose, for instance, the bank discounts at 5 per cent.
and the market rate of discount is 4 per cent., of coursc
no bills are offered for discount to the bank. Then the
bank, to get discounts, lowers her rate of interest to 4 per
cent. A portion of bills that were previously discounted
by private bankers and bill brokers will then be taken to
the bank ; but the notes thus drawn from the bank make
money still more plentiful, and the market rate falls to
3% or 3 per cent. Now, should the bank reduce her rate
to 3 per cent. the same effects would again follow. For
the additional notes thus drawn out would make moncy
so abundant, as to reduce the market rate of interest to
2} or 2 per cent. and so on.

But in scasons of scarcity, precisely the opposite effect
follows. For when the bank raises the rate of discount,
it has the effect of raising the market rate still higher.
Thus, if the bank should be discounting at 5 per cent.
and the market rate should be 5% per cent. let the bank
raisc her rate to 6 per cent. and the market rate will im-
mediately become 7 or perhaps 8 per cent. or even higher
upon inferior bills. For the bank rate of discount will be
the market rate for only the first class of bills—such bills
as could be discounted at the bank; and all bills of the
second class will have to pay an advanced rate, and thosc
of a still more inferior character will not be discountable
at all.

In 1844 the rate of discount was lower than in any
previous season of abundance of money. This low rate of
interest was produced, in the- first place, by the principle
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of the Act of 1844, which caused the issuc of a large
amount of notes against gold and silver bullion; and,
sccondly, by that provision of the Act which scparated
the two departments, and thus brought the banking de-
partment of the Bank of England into competition with
other bankers and money dealers, as discounters of bills.*
The dircetors of the bank seem to think that the spirit of
the Act of 1844 required that the bank should employ its
rescrve.

“1f we keep the notes in the reserve, instead of giving them ont o
the public, the effect that ought to be produced by gold coming into the
country is counteracted ; it induces a larger amomnt of eapital to come
into the country, because you do not allow that portion which has come
in to be employed.  If youdo not, put out the gold, or the representative
of gold, you entirely prevent its having any effect upon the circulation.
The exchange will be kept up, and gold will continue to come in.”f

Thus it appcars that, although therc is no positive
cnactment in the Act respecting the management of the
banking department, the directors so understand its spirit
as to believe that when gold is going out of the country
they ought to take measures to prevent its exit; and when
gold is coming into the country, they ought to endeavour
to drive it back again. The first object is attained by
raising the rate of interest very high; the sccond, by re-
ducing it very low. It must, however, be acknowledged
that, apart from any cfforts 6f the banking department, a
large importation of gold will under the Act necessarily
cause a low rate of interest.

Secondly. The next charge against the Act of 1844 is,
that it does not admit of those occasional expansions of
the amount of notes in circulation which are often required
by the domestic transactions of the country.

It is alleged that one imperfection of the.Act was

% Commons, 2275, 5189, 5347 to 5350.
+ Commons, 3009.
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strikingly manifested in the beginning of the year 1816,
The Parliament required that all railway companics that
intended to apply for an Act, should lodge 10 per cent.
on their capital within fiftcen days after the mecting of
Parliament. It was impossible to say beforchand what
amount of notes would be required to make these pay-
ments. It was variously estimated at from 12,000,000/,
to 25,000,000/ while all the notes in the hands of the
public amounted to only about 20,000,000/ Ultimately
the railway companies of Ireland and Scotland were
allowed to make their payments in Dublin and Edinburgh,
respectively ; and the payments in London did not amount
to more than 14,000,000/.% This large sum was paid by
means of the banking department of the Bank of England
Iending out the money as fast as it was reecived.  Ilad
the Act of 181 not been in existence, the Bank of Eng-
land (as in the case of the West India loan, and of pre-
vious Joans) might have lent out the moncy before the
time of payment arrived, and no apprchensions would
have been entertained.  The notes in circulation would
have been largely increased for a few days, and then
again have subsided to the former amount. As it was,
the payment was not made through any virtue in the Act.
And had it been required under different circumstances,
or when the banking department had a smaller rescrve,
it could not have been made at all.+

It is farther alleged, that the Act of 1811 requires an
immediate contraction in the amount of the notes when-
ever gold is exported for mercly a temporary or spe-
cific purpose. Between March 13 and April 21, 1847,
2,237,200/. was cxported in payments for corn. An
cqual amount of notes was of course cancclled by the
issuec department. These notes must have been taken

* Lords, 1209, 1214. 1 Lords, 1209.
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out of the hands of the public, or from the banking
department of the Bank of England. About the same
time, the Government had occasion to borrow of the
hanking department about 3,500,000/ to pay the April
dividends. The banking department, consequently, for a
while limited their discounts, and even refused to grant
loans on exchcquer bills.  Great pressure was consc-
quently felt, though it did not last for a long time. Now
it is alleged, that if the Act of 1814 had not existed;
the dircctors would have allowed the gold to be exported
without immediately contracting the notes in circulation.
They would have lent the money required by the Govern-
ment, without refusing the loans and discounts to the
public; and the contraction of the circulation, by being
extended over one or two months, instead of a few weeks,
might have produced no inconvenience.

By the Act of 18411, the circulation of the country
banks was restricted to a certain amount. The average
of the twelve weeks ending the 27th of April, 1814, was
fixed for the maximum. During some months in the ycar
the country requires more notes than this maximum;
and, as the banks can issue no more notes of their own,
they obtain Bank of England notes from London. In
the year 1815 Acts of Parliament were passed for the
regulation of the notes issued in Scotland and Ireland.
Beyond certain fixed amounts, the banks in these coun-
trics are required to hold gold cqual to the amount of
notes in circulation. In both countrics this circulation
fluctuates. In Scotland, the highest amount is in No-
vember. In Ireland, the highest amount is in January
or Fcbruary. In thesec months they require more gold,
and this gold they obtain from the issue dcpartment
in exchange for Bank of England notes. Before the
Act of 1844, the circulation of the country parts of

K
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England, of Scotland, and of Ireland, expanded or con-
tracted as required by the wants of the public, without
affecting the London circulation of the Bank of England ;
but under this Act, the expansion of the circulation of
the country banks, the banks of Scotland and of Ireland,
are attended by a contraction of the circulation of Bank
of England notes in London. This may not be a matter
of much consequence in ordinary times, when the banking
department of the Bank of England has a large reserve;
but in seasons of pressure, such as occurred in 1847, this
drain on the London circulation may be more severely
felt.

It may be further stated, that the withdrawal or dis-
continuance of a certain amount of bills of exchange,
through loss of credit or otherwise, would render a larger
amount of bank notes necessary to fill up the spacc
formerly occupicd by those bills of exchange. But for
such a circumstance no provision is made by the Act.*

Thirdly. It is alleged that the Act of 1844 tends to
produce and to aggravate pressure, and at the same time
deprives the Bank of England of the power of granting
adcquate assistance, even when the pressure is most
urgent, and when assistance can be rendered without any
danger of affecting the foreign exchanges.

This objection assumes that a pressure is an evil. It
assumes, that to advance the rate of intercst to a rate
which no profit can afford to pay—to deprive solvent
houses of the means of meeting their legitimate engage-
ments—to cause a universal reduction of prices, and thus
to baffle the calculations of even the most prudent—to
reduce wealthy merchants to the condition of paupers—
to deprive manufacturers of the means of exccuting their
orders, and thus to throw thousands of industrious people

* Lords, 232—235.
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out of employment—to sell to foreigners large amounts
of goods and manufactures at less than the prime cost,
thus causing a great national loss—to paralyze the national
industry—to stop the progress of useful works—and to
destroy confidence and credit—the objection assumes,
that a pressure which produces effects like these is a
national evil. And such must be the opinion of thosc
who suspended the Act, and of thosc who approve of that
suspension ; for it was to prevent or to remove evils like
these, that the Act was suspended.

It is alleged that the Act tends to produce such pres-
sures. By issuing notes against all the importations of
gold, it causes abundance of moncy, lowers the rate of
interest, and stimulates to speculative undertaking (thus
the low rate of interest in 1841 and 1845 stimulated the
railway speculations) and then, speculation is always suc-
ceeded by pressurc. If, therefore, similar causes produce
similar effects, and if the futurc shall resemble the past,
the operation of the Act of 1844 will tend to produce
pressure.

It is further alleged, that when a pressure occurs with-
out being produced by the Act, then the Act tends to
aggravate the pressure. An unfavourable course of the
exchange may be produced by a large importation of corn.
The Act requires that the exchange shall be rectified by
an exportation of gold, and that this exportation of gold
shall be attended by a contraction of the domestic circu-
lation (according to the present meaning of the word
circulation) to an equal amount. It is hardly neces-
sary to show that these rcgulations must aggravate a
pressure. '

It has been said, that the pressure of 1817 was pro-
duced by the railway spcculations and the famine, and
therefore it was not produced or increased by the Act of

K2
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1844. We do not perceive the soundness of this reason-
ing, and it sccms to show a forgetfulness of the peculiar
opcration of the Act. The Act requires that the amount
of notes in circulation shall fluctuate in exact accordance
with the amount of bullion. Raiiway speculations, famine,
foreign loans, or a hundred other things, may turn the
forcign exchanges, and causc gold to be exported, but it
is the Act which causes our circulation of notes to be
contracted in proportion as the gold is withdrawn. So a
hundred different circumstances may cause gold to be
imported, but itis the Act which causes the circulation to
be inflated in correspondence with this incrcased amount
of gold. Herein, we think, is the injurious operation of
the Act. When the exchanges are favourable, gold is
imported. The gold is in bars and foreign coin, and
could not pass as moncy. But thc Act issucs notes
against this gold, thus increasing the circulation, lowering
the rate of interest, and giving risc to speculations of all
kinds. These speculations, co-operating possibly with
other causes, turn the exchanges. Notes arc then taken
to the bank, and gold demanded, for the purpose of bein
exported. This contraction of the circulation of notes
produces pressure, and the apprchension of further pres-
sure produces panic.

They who contend that the Act of 1844 has not “in
the slightest degree tended cither to create or to increase
the pressure” * of 1847, seem to be inconsistent in con-
tending, at the same time, that the Act has preserved the
convertibility of the bank note. It was the pressure and
the high rate of interest, and low prices consequent upon
the pressure, that checked the efflux of gold, and turned
the exchanges. Now, if the Act had no effect in pro-
ducing or increasing that pressure, the convertibility of

' * Lords, 3106.
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the note, by whatever causcs it was sccured, was not
sccured by the Act. If the Act did not in the slightest
degree cither create or increase the pressure, in what way,
we ask, could it preserve the convertibility of the note ?
It appears to us that those who contend that the Act
preserved the convertibility of the note are bound by
consistency to admit that the Act produced or increased
the pressure.

It is further alleged that the Act aggravates a pressure
by the “panic” which it creates. It is stated that, during
the pressure of 1817, notes to the amount of 4,000,0001.
were hoarded under the influence of panic, and this hoard-
ing was occasioned by the provisions of the Act. It must
he acknowledged, however, that somcthing of this kind
has taken place in former pressures. We noticed this cir-
cumstance with reference to the pressure of 1836,% and
again with reference to the pressure of 1839.+

“A contraction of the circulation leads to a general
apprehension of danger. lIence the bankers and others
keep larger reserves of bank notes on hand, in order to be
prepared for the worst, and thus the evils of the con-
traction are considerably incrcased. ¢ That portion of the
notes of the Bank of England which is passing from hand
to hand, may be called the active circulation. That por-
tion which is hoarded, or kept in rescrve to meet possible
demands, may be called the dead circulation. Now, it is
quite certain that the dead circulation, while it remains in
that state, has no effect upon the prices of commodities—
the spirit of speculation—or the foreign exchanges. These

* The History of Banking in America; with an Tnquiry how far the
Banking Tustitutions of America arc adapted to this Country, and a
Review of the Causes of the Recent Pressure on the Moncy Muwrket.
Yy J. W. Gilbart. Page 96.

 An Inquiry into the Causes of the Pressure on the Money Market
in the year 1839. By J. W. Gilbart. Page 38.
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are affected only by the active circulation. In scasons of
pressurc the dead circulation is increased at the cxpensc
of the active circulation, because people hoard their money
to mect contingencies. Hence we find the pressure is
often more severe than the reduction of the Bank circu-
lation would seem to warrant. But the fact is, that the
pressurc is in proportion to the reduction of the active
circulation, and not in proportion to the reduction of the
whole circulation. On the other hand, in scasons of abun-
dance, the dead circulation is diminished, the active circu-
lation proportionably incrcased, and hence the stimulus
given to trade and speculation is much greater than the
returns of the Bank of England would warrant us to
expect.” 77 ¥

If this disposition to hoard—or, more properly, to make
provision for future or contingent demands—existed in
1837 and 1839, when the Bank of England had the
unrestricted power of issuing notes; when there was the
most unbounded confidence in her ability to render assist-
ance—and when every solvent person expected, if necessary,
to receive that assistance—it is natural to suppose that this
disposition would be stronger in 1847, when the Bank of
England had become divided into two departments—one
of which could issuc no notes except against gold, and the
other had barely notes enough to meet its own obliga-
tions. For this alteration in the condition of the Bank of
Lngland, and the consequent feelings it inspired, the Act
of 1844 is clearly responsible.

It is said that this desire of “hoarding” arose from
PANIC; and that the sum thus “hoarded”” amounted to
4,000,000/. of notes. It is difficult to state where pru-
dence ends and panic begins. This hoarding was no doubt
carried on by all the joint-stock and private bankers, who,

* History of Banking in America, page 96.



ON BANKING. 135

having received from the public large sums of moncy pay-
able on demand, deemed it prudent to put themsclves in a
condition to repay these sums in case they should be
demanded. And, from thc number of banking establish-
ments that exist in London, and throughout the country,
it is rcasonable to supposc that the sums thus hoarded
must have been considerable.* Many private parties, too,
from distrust of thcir bankers, probably kept their hoards
in their own hands. No blame, however, can attach ta
the bankers; for, although this “ hoarding ”’ incrcases
the pressure, yet, were they not to adopt this course,
their banks might stop payment, and thus a heavier
calamity would fall upon the public.

It is further alleged that the Act of 1814 has deprived
the Bank of England of the power of granting assistance
by the issue of notes during a pressure, even when the
pressurc is most urgent, and the forcign exchanges are
favourable. Before the passing of the Act, when there
was no separation of departments, the bank directors re-
stricted their issues when the exchanges were unfavour-
able, but extended them when the exchanges were favour-
able. IIence, during the pressurc of 1837, they granted
assistance by a farther issuc of notes to the Northern and
Central Bank, because the exchanges had become favour-
able. Between the periods of an efflux and an influx of
gold there is always an interval of time. This interval is
usually the highest point of the pressure; and herctofore
the Bank of England would relieve the pressure by ex-
tending her issue of notes, in anticipation of the gold
about to arrive. By this means solvent houses were pre-
vented stopping. Confidence was restored, “hoarding”
was diminished, and the pressure removed. But the Act

 * Sce Evidence before the Commons’ Committee, 70, 1737, 4605,
5776,
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of 1844 does not allow this. No additional notes can be
issued until the gold has returned. The same coursc
must be followed, whether the exchanges are favourable or
unfavourable; and to anticipate the return of the gold,
by a farther issue of notes, under any circumstances, how-
ever urgent, would be a departure from the principle of
the Act. That such a departure, however, may be made
with immcnse advantage to the public, is obvious from
the effects which immediately followed the suspension of
the Act in Octoher, 1817 %

It is chicfly in this respeet that the system established
by the Act differs from the system previously in operation.
And some of the witnesses, looking no farther than this,
merely rccommended that a power to suspend the Act
in cases of severe pressure, should be lodged cither with
the Government or the Bank. 'We feel no regret that the
Legislature did not comply with this rccommendation.
It is this inflexibility of the Act which makes the com-
mercial classes fee/ the unsoundness of its whole prineiple.
Had a dispensing power been granted, we should merely
have fallen back upon the previous system, with the
additional disadvantage that the bank would never be
able to adopt a better system, cven if so disposed. The
directors had for several years professed to govern the
issuc of notes by the foreign exchanges, but departed from
that principle according to their discretion. The Act of
1814, by its inflexible enactments, put this principle to
the test of experiment. The principle could not bear that
test, and hence the Act was suspended. There is now a
chance, at lcast, that we shall get a better system. The
following is the language we addressed to the joint-stock
banks at the time the Act was passed :—

“ It must be acknowledged that the principle of regu-

# Commons, 5387—5389.



ON BANKING. 137

lating the currency by the stock of bullion in the Bank of
Ingland, as proposed by Sir Robert Peel, is one which
the joint-stock banks, as well as the private banks, have
strongly condemned. But since we cannot obtain the
adoption of our own views, the question for our con-
sideration is, Whether the existing system or that now
proposed will best promote the interests of our establish-
ments 7 And we shall probably determine that it is better
to have a uniform law, the operations of which may be
subjected to some degree of caleulation, than unknown
laws, which arc applied or suspended according to the
impulse of caprice.

“The proposed measure is an cxperiment; and so
excellent is the machinery, that the experiment interferes
as little as possible with existing interests. And the old.
machinery being retained by the continuance of the coun-
try issucs, the return is casy to the former system, if
necessary, before any scrious injury can be inflicted on
the country.

“ As practical bankers, we contend that experience is
the only test of the soundness of a theory.  Let, then, ¢ the
currency principle” be tried by this test. If it succeeds,
the joint-stock bankers, in common with every other class
of the community, will share the advantage. If it fails,
then other principles will, perhaps, be tried; and, not-
withstanding all the denunciations we have heard upon
the subject, it may perhaps be ultimately found that the
principle of ¢ competing issucs,” as practised in Scotland,
is the only effective principle by which the currency
throughout the United Kingdom can be managed.””*

* Letters of Nehemiah, page 9. In the year 1844, T addressed four
letlers to the joint-stock banks, under the signaturc of Nchemiah.—
“The first was written a short time previous to the opening of Parlia-
ment : the second, soon afterwards, when an impression prevailed that a
plan would be proposed for the establishment of one bank of issue : the
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It is obvious that “ the currency principle”” has been
tried and has failed. It seems now to be the proper
time to try the antagonist principle—that the amount of
the domestic currency should be wholly unaffected by
the importations or exportations of bullion. We doubt
not that the talent and ingenuity which framed the Act
of 1844 can construct a plan for bringing this principle
also to the test of experiment. When this is done, we
will judge of the sounduess of the principle by its results.
So far as it hitherto been tricd, it has never failed.*

third, immediately after Sir Robert Peel had announced his measures in
the Housc of Commons, and before the deputies from the joint-stock
banks had held their meeting for the purposc of considering them: and
the fourth, after those measures had become law.”  The object of the
third Jetter—from which the ahove quotation is taken—was to advise the
joint-stock banks not to discuss the principle of the currency in their
communications with the Government, hut to cndeavour to obtain some
practical modifications of the mcasures originally proposed. My advice
was followed, and the modifications were obtained. The joint-stock
hanks have had no mecting respecting the pressure of 1847, They have
conscquently expressed no opinion respecting it ; nor did they propose
any witnesses for examination before the parliamentary committees. Tt
was not thought advisable that the joint-stock banks as a body should
interfere with public questions, except such as have a special reference
to themselves, as joint-stock banks. It was therefore determined to
wateh the proceedings of the commitices, but not to call a meeting of
“the deputics,” unless some measurcs were recommended that might
practically affect the joint-stock banks.

# Tt would appear from the recent Message of the President of the
United States of America, that his principle Las been tested by the opera-
tion of the “ Constitutional Treasury.”

“ During the present ycar nearly the whole continent of Europe has
becn convulsed by civil war and revolutions, attended by numerous bank-
rupteices, by an unprecedented fall in their public securities, and an almost
universal paralysis of commerce and industry; and yet, although our
trade and the prices of our products must have been somewhat unfavour-
ably affected by these causes, we have escaped a revulsion, our moncy
market is comparatively easy, and public and private credit have advanced
and improved. .

“ It is confidently belicved that we have been saved from their effect
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We have thus endeavoured to trace (impartially, as we
believe) the practical operation of the Act of 1844.% Tt
is reasonable to suppose, that under similar circumstances
it will producc similar effects. What will be its cffects
under other circumstances, we have yet to learn. We
have yet to learn what will be the operation of the Act
under a large importation of gold, ab initio, from a favour-
able state of the.exchanges—what will be the effect of the
Act during a pressure, when it shall not be suspended—
and how its effects may be incrcased or mitigated by any
different system of management on the part of the banking
department.  We have yet to learn how the Act will work
financially during a large falling off in the public revenue,
an incrcase of taxation, or contracts for large Govern-
ment loans ; and how it will work during a war, in which
we may have to maintain armics on the continent, or to
subsidize forcign powers. We have yct to learn whether
the issuing department will be ultimately removed from

by the salutary operation of the Constitutional Treasury. It is certain
that, if the 2,000,000 of speeie imported into this country during the
fiscal ycar ending on the 30th of June, 1847, had gone info the banks,
as to a great extent it must have done, it would, in the absence of this
system, have been made the basis of augmented bank paper issues, pro-
bably to an amount not less than 60,000,000 or 70,000,000 of dollars,
producing, as an incvitable conscquence of an inflated currency, extra-
vagant prices for a time, and wild speculation, which must have been
followed, on the reflux to Europe the suceceding year of so much of that
speeie, by the prostration of the business of the country, the suspension
of the banks, and most extensive bankrupteies. The restraining cffect
of the system upon the tendencies to excessive paper issues by banks, has
saved the Government from heavy losses, and thousands of our husiness
men from bankrupley and ruin, The wisdom of the system has been
tested by the experience of the last two years, and it is the dictate of
sound policy that it should remain undisturbed.”

* The reader will find some further observations on this Act in the
Section on *the Administration of the Banking Department of the Bank
of England.”
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the Bank of England to the Exchequer, and we shall
have a paper currency issued by the Government under
the authority of an Act the provisions of which may
be suspended (as heretofore) by the same Government;
and also whether the future suspensions of the Act will
ever_ be influenced by party or political considerations.
And, finally, we have yet to lcarn how the Act will work
in case of any large importations of gold from the mincs
of Russia or California.

We may be reminded that, should the Act work un-
favourably under any of the above circumstances, there is
onc remedy always at hand—the remedy which has alrcady
been applied—to suspend it.  And no doubt, under any
Government, men will be found who will have the courage
to apply this remedy. But this will not remove the pre-
vious evil, The suspension, too, may be long delayed,
and in the mean time much evil may arvise. In the next
pressure the nation will be like “a cat in an air-pump.”
The animal will not be allowed to dic, but at what precisc
period of exhaustion relief will be afforded will depend
upon the views and theories of the philosophic statcsman
who may at the time be performing the experiment.

It will not be safc for practical bankers to calculate
with too much confidence upon the suspension of the Act.
They should make their arrangements on the supposition
that it will not be suspended. And it behoves them to
inquire what are the principles upon which, under such
circumstances, their establishments ought to be adminis-
tered. This we shall now proceed to do.

We pointed out at the passing of the Act the course
which we thought prudent bankers ought to pursue.

“ Permit me now, with all deference, to point out the
course which I think the joint-stock banks should pursue.
In future, the amount of notes in circulation will be regu-
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lated by the forcign exchanges. When the exchanges
are favourable, money will be abundant; when they are
unfavourable, it will be scarce. The evils arising from
a scarcity of money can only he avoided by following a
prudent line of conduct when money is abundant.  We,
then, as prudent baunkers, ought at present to check our
desires of making large profits and declaring high divi-
dends, and be content to employ our funds at a low rate
of intcrest, rather than lock them wp in hazardous or
inconvertible sccurities. 'We should call up our old over-
drafts, and our dead loans, and, if nccessary, increasc our
capital, so as to place ourselves in the position most
favourable for mecting an adverse state of the forcign
exchanges. In cases of pressurc on the money market,
arising from an unfavourable course of exchange, the
Bank of England will not be able, as heretofore, to relieve
that pressure by a further issue of notes, and, so far from
granting assistance to other bauks, she may, from the
extent of her transactions, be more in nced of assistance
herself. 'We must, therefore, conduct our banks, indi-
vidually, on a principle of sclf-dependence; we shall have
to limit our overdrawn accounts, to avoid all advances on
inconvertible sccuritics, and to call up such an amount of
capital as shall securc to us the means at all times of
giving rcasonable accommodation to our customers. On
the recurrence of a pressure similar to that of 1839, the
cry will be sauve qui peut—* cvery one must take care of
himself.”” *

The knowledge we have acquired of the working of the
Act will tend to give additional force to thesc recom-
mendations. The attention of practical bankers will also
be called to other points besides thosc which are here
named. '

¥ Letters of Nchemiah.
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It will become a question with them to what extent
they should continue to allow interest on their deposits.
Some of the joint-stock banks in London allow interest
on the minimum balance of a current account. Others
allow interest only on deposit receipts. But most London
bankers, whether private or joint-stock, allow interest on
the daily balance to their country connexions. In seasons
of abundance, howcver, they usually limit the amount on
which they allow intcrest to prevent themselves being
glutted with money from the country banks. But should
the Act of 1814 produce those frequent alternations from
abundance to pressure, and again from pressure to abund-
ance, which we think it will produce, then it will become
a matter of consideration how far the practice of allowing
interest on dcposits ean be continued. Tt can never be
worth a banker’s while to allow interest on moncy which
remains in his hands only so long as it cannot be em-
ployed, and is taken from him the moment it becomes
valuable. During the year 1847 vast sums were with-
drawn from both the London and the country bankers,
not from any distrust of these bankers, but with a view to
make more profitable investments. The rate of interest
had been for some time previously very low. Consols had
been at par; and when consols fell so low as to yield 34
per cent. interest, and the railway companies issued
debentures bearing interest at 5 per cent., large sums
were withdrawn from all the banks, as well as from the
savings banks, for the purpose of being invested in these
securities. The bankers had no right to complain of this,
as they were called upon only to fulfil their engagements ;
but they will probably be unwilling in future to allow
interest on deposits of this description.

Another circumstance which the operations of the Act
of 1844 will lead practical bankers to re-consider, will be
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the extent to which they should invest their surplus
funds in Government securities. Many bankers have
considered it as a sound principle to invest a certain por-
tion of their funds in Government sccuritics. We have
laid before our readers extracts from evidence given before
parliamentary committees, in favour of this principle, and
we cxpressed our own convictions respecting the same
doctrine. But we must acknowledge the operations of the
Act are sufficient to show that this principle should be
acted upon with caution, and should bc limited in its
application. The Act will cause money to be alternately
abundant and scarce. When money is abundant, the
funds are high; and when money is scarce, the funds arc
low. In scasons of abundance the banker will be full of
deposits; in seasons of pressure his deposits will be with-
drawn, and he will, moreover, be asked to assist his cus-
tomers by farther advances. He will, therefore, always
have occasion to sell out of the funds when the price is
low, and thus he will sustain loss. It will, conscquently,
be his interest to cmploy his surplus funds in other invest-
ments, or cven to keep his money unemployed in his till,
rather than invest it in Government sccurities. Iis risk
will be greater if the Act should be capriciously sus-
pended. In October, 1847, several banks are said to have
sold out of the funds only a few days before the appcar-
ance of the Government letter. After the issue of that
letter the money was not wanted ; but, as the funds imme-
diately rose, the money could not be replaced but at con-
siderable loss. The reports and proceedings of the joint-
stock banks brought to light somc transactions of this
kind, and it is probable that the private banks sustained
heavy losses by similar transactions.

Another lesson that will be more deeply impressed upon
the minds of practical bankers, will be to conduct their
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cstablishments in such a way as to be self-dependent in
seasons of pressure.

The events of the year 1847 are sufficient to show to
what extent dependance can be placed on the Bank of
England. Scveral of the dircetors complained that every
body looked for assistance to the Bank of England. No
expectation could be more complimentary to the bank, nor
show more strongly the confidence she had inspired under
her previous government. In no preceding pressurc had
she refused assistance upon the ground that she was unable
to grant it. But in former pressurcs there was no sepa-
ration between the issuing and the banking departments.
Her great strength lay in the power she possessed of ex-
panding the circulation. That power she surrendered to
the Act of 1844. She then became like “any other bank-
ing concern issuing Bank of England notes.” Iler locks
are now shorn.*

The Bank of Liverpool had been one of the oldest and
most respectable of the connexions of the Bank of England.
They had, from their commencement, never issucd any
but Bank of England notes, and had always a pretty large
discount account with the branch at Liverpool. Yet, in
the year 1847, their minute book contains several entrics
similar to the following :—‘ The manager statcd he had
seen the agent of the branch bank this morning, and that
he would not discount anything for us to-day.” Even in
the comparative light pressure of April 1847, the bank sud-
denly restricted their discounts; and, in October 1847, they
were quite unable to meet the public demand, although in
some cases they lent consols instead of money. Indeed,
it was becausc the mcans of the bank were unable to
supply the demand for notes, that the Act of 1844 was
suspended ; yet the governor, and all the other witnesses

* Commons, 769, 3223-4, 3941-2, 4566, 5389.
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who supported the Act of 1844, stated their opinion that
the pressure of 1847 was not so severc as some preceding
pressures. How much sooner, then, would the means of
the bank have been exhausted, if the pressure had equalled
its predecessors in scverity !

While bankers should not depend on the Bank of Eng-
land, neither should they depend on the bill-brokers. A
broker, as the name implies, is an intermediate party
between the borrower and the lender. When money is
abundant the bill-broker has large funds at his disposal,
with which he will discount at a lower rate of interest
than the bankers. When a pressure arrives, these funds
are withdrawn, and his occupation is gone. Some bill-
brokers have large capitals of their own, and take in
dcposits, re-payable on demand; and to this extent they
may be regarded as bankers.  When money is abundant,
sometimes cunning people, instead of going to their own
banker’s, will take their bills to the bill-brokers, who will
discount them at a lower ratc; and when the pressure
arrives, and the brokers no longer discount, they think to
return to their banker’s. It is said that some country
banks have occasionally adopted thce same system. But
it is clearly a bad system for any bank to adopt. A bank
that is dependent on re-discount will most likely fecl
some inconvenience in a scason of pressure, even when the
bills are all undoubtedly good. But if the bank has, from
a desire of making large profits, been induced in seasons
of abundance to re-discount inferior bills, the results may
be more scrious. For in a season of pressure, a large
portion of those bills will not be paid, and the bank will
have to provide payments for its own indorsements, while
its former channels of re-discount will be closed. All the
joint-stock banks that stopped payment in 1817 had
been accustomed to re-discount; and though some of

L
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them were unsound in other respects, yet the immediate
cause of their stoppage was the inability to re-discount.
We again refer to the proccedings of the Bank of Liver-
pool. “The manager stated that out of two small sums
of 10,0007, sent to London to the broker’s, only one had
been done.”—“ We had then 100,0007 at call with certain
bill-brokers, who ‘werc unable when applied to to return
us more than 25,000/.”” The governor of the bank stated
that the failure of the corn speculators caused the failure
of an eminent discount-broker having a large country
connexion ; and this failure, by closing one of the prin-
cipal channels of discount between the country and
London, caused distrust to extend into the country.
Banks should not only avoid depending on the Bank of
England, or on bill-brokers : they should also avoid de-
pending on other banks. Some banks in manufacturing
districts are in the habit of discounting with banks in
agricultural districts. A very good practice, as we think.
But the banks requiring the discount should always recol-
leet that when a pressure arrives, the discounting bank
may have other ways of cmploying its funds. Country
banks, too, should not rely too much on their London
agents. Some London bankers have, no doubt, immense
power. At the same time, in scasons of pressure, they
have immensc claims upon them.* TIf free from a run
upon themselves, they will endeavour so to administer
their funds as to afford reasonable assistance to all their
connexions. And no one connexion should expect to re-
ceive more than this reasonable amount of assistance. But
they may thcmselves be exposed to danger. The panic of
1847 was not a banking panic, but a commercial panic;
and therefore the London bankers were comparatively
free from molestation. But banks had failed in Liver-

* Commons, 2344—38,
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pool and Newecastle, and this might have caused a banking
panic in London. The panic of 1825 commenced by the
failure of a country bank. In such a case the London
bankers could have rendered but little assistance to their
country connexions. It must be recollected that the Act
of 1844 was suspended upon the application of the London
bankers. The governor of the bank stated to the Com-
mittec of the House of Lords—“The London bankers
and discount-hrokers refused to grant the usual accommo-
dation to their customers, and necessarily obliged every
one requiring assistance to resort to the Bank of England.”

The most cffectual way of acquiring this sclf-dependence
that we have been rccommending, is to call up an ade-
quate amount of capital. During a pressure, as we have
already said, a banker has three additional claims on
his funds. In the first place, a large amount of his
dcposits may be withdrawn. Secondly, many of his cus-
tomers, and some probably of the wealthiest, will require
additional assistance, in the way of loans and discounts.
And, thirdly, he will think it prudent to keep a larger
sum in his till, to meet contingent demands. On the other
hand, the bills he holds will not all of them be regularly
paid ; the temporary loans he has granted will have to
he renewed ; and should he call up any of his permanent,
or dcad loans, it will rescmble calling spirits from the
deep. In this case he will find the benefit of a large
capital ; and it is only by means of a large capital that all
these operations can be performed with comfort to himself
and satisfaction to his customers. But if we increase our
capitals to the full extent that may be required in seasons
of pressure, we must not expect to pay high dividends.
It is obvious that with the same extent of business, a
bank with a large capital must pay a lower dividend than

L2
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a bank with a small capital. It scems thercfore likely
that the average rate of banking profits will be reduced.

“ The fluctuations in the value of moncy produced by
attempting to regulate the currency by the foreign ex-
changes are injurious to both the London and the country
bankers. In seasons when money is abundant, the
bankers obtain but a low rate of intcrest on their loans
and discounts—and they are tempted to make imprudent
investments in order to employ their funds. And when,
on the other hand, money is scarce, the amount of their
lodgments is reduced—the rate of interest allowed on the
permanent deposits is advanced—a larger sum is kept
unemployed in the till—and there is more danger from
losses, cither by the failurc of partics in debt to the bank,
or by the neccessity of realising Government sccuritics.
Those country bankers who arc in the habit of re-dis-
counting their bills in London arc induced, when moncy
is abundant, to carry this system to a great extent, because
they can obtain money at 2 or 3 per cent. in London, and
lend it in the country at 4 or 5 per cent. But when
money becomes scarce they have to pay an exorbitant
interest or are denied discounts altogether, and they arc
then compelled to refuse their customers their usual ac-
commodation, and then great distress is occasioned in the
provinces.  Except under peculiar circumstances, both
the extremes of abundance and scarcity of moncy are un-
favourable to large banking profits. A statc in which
money is easy without being abundant, and valuable with-
out being scarce, is the most conducive to the prosperity
of both the hanking and the commercial interests of the
country.” ¥

* An Inquiry into the Causes of the Pressurc on the Moncy Market
during the year 1839,
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these fluctuations are injurious. The abundance of the
circulation produces a multiplication of contracts, and
then the contraction of the circulation produces an
inability to fulfil them.* And those who have stock or
any other kind of saleable property, are obliged to realisc
in order to fulfil their engagements. Bankers may during
this period make advantageous investments; and as they
may calculate that another pressure will not arrive for two
or three years, they may purchase a limited amount of
sccurities that have six or twelve months to run. During
the second period, money will be in demand, though there
may be no great advance in the ratc of interest. The
securitics purchased by the banker in the first period, will
now be falling due or advancing in price. But this will
be the period of his greatest danger, and he must have
a carc not to let his desire of getting higher interest
lead him to make unduc advances upon the commodi-
tics or securities that may be the subject of speculation.
The third period, will be the most profitable for the
banker in his dircct business. Money will be in full
demand at a good rate of interest, and his deposits will
hardly have begun to decline. He should now sell out
stock and exchequer bills, or any other securities likely to
be affected by the approaching pressure. He should make
advances only by discounting short bills or making short
loans. Ile should weed his accounts of such customers as
have deeply engaged in the previous speculations—and
put himself in a condition, to support liberally through
the pressure, those who may be entitled to his assistance.

It secms, therefore, probable that bankers will, under
the Act of 1844, endcavour to make up for diminished
profits by dcaling more largely in securities. According
to the evidence of Mr. Pease, the fluctuations in the cur-

* Lords, 3845,
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rency have already produced similar effects in the depart-
ments of trade and commerce.

“I stated, as clearly as I was able to do, that the man who bought
from hand to mouth, which is the common case, and did not watch those
fluctuations of capital, so as to buy when things were unusually de-
pressed, and to sell when things rose again, failed. The only man who
suceeeded in making money, succeeded in carrying on a speculative kind
of business, that has arisen {from the want of regularity in the valucs of
money and produce. The man who did not so speculatc—buying
Jargely at one time, and selling very freely at another—did not succeed.”
“It is of great importance that persons who do not desire to carry on a
speculative business should have some assurance that it is moderately
productive. That assurance they have lost, by being suddenly deprived
by those fluctuations of that which they thought they had sccured by
their industry.” *

Though we would not confound this kind of speculation
with that which takes place by means of time bargains on
the Stock Exchange, yet we do not think it desirable that
banks should deal in the public securitics merely with a
view of making a profit from the fluctuations in price.
Sometimes the banker will be out in his calculations, and,
instead of selling at a profit, he will have to sell at a loss,
or else submit to a lock-up of his funds. And at all times
there is a danger that he will acquire a speculative feeling,
which will lead him to disrcgard the steady pursuit of his
trade.

* Commons, 4700, 4702,
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SECTION IX.

THE ADMINISTRATION OF THE BANKING DEPARTMENT OF THE
BANK OF ENGLAND.

By the Act of 1844, the banking department of the
Bank of England was separated from its issuing depart-
ment; and was to be managed like “any other banking
concern issuing Bank of England notes.”” Taking this
view of the banking department, we propose to inquire on
what principles it ought to be administered. We shall do
this, however, not so much with the view of bringing for-
ward any notions of our own, as to lay before the reader
some account of those principles which the bank directors
have adopted for their government. This will lead us,
peradventure, to discuss some principles of practical
banking to which we have not hitherto had occasion
to refer.. We shall then trace the operations of this
department since the passing of the Act of 1844,

The Bank of England is governed by a court of directors,
consisting of twenty-four members. These are sclected
from the mercantile classes of London, virtually, by the
other dircctors, who form what is called a House List. They
recommend certain persons to be chosen as directors, and
the proprietors always follow this recommendation. The
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court hold their mectings every Thursday, and they then
rcccive a report of the transactions of the preceding
week.

The executive administration, in the mean time, is in
the hands of the governor and deputy-governor, who may
be advised or assisted by the committee of treasury. This
committee is composed of those directors who have held
the office of governor, of the existing governor and deputy-
governor, and of the director who is intended to he the
next deputy-governor. A dircetor is at first an ordinary
director, and attends the weckly mectings of the court.
In turn he becomes, for one year, a member of the com-
mittee of trcasury; then deputy-governor for two years;
then governor for two years; and afterwards a permanent
member of the committee of treasury. This committee
meet once a week, and at such other times as they may
he called together specially by the governor. Somctimes
they discuss the measures that arc to be submitted to the
next meeting of the court; but the court do not now so
readily as formerly adopt their recommendations. The
governor and deputy-governor, for the time being, make
all loans and advances, and sometimes raise the rate of
discount, without waiting for the opinion of the court.
They conduct all negotiations with the Government, and,
subject to the sanction of the court, have the whole admi-
nistration of the affairs of the bank. Each director must
hold 2000/. bank stock ; the deputy-governor, 30001. ; and
the governor, 4000/, Tt was the rule that every director
should take his turn for becoming governor, but recently
it has been determined to place in that office the director
whom the other ditcctors shall, by ballot, think best
qualificd. Scveral suggestions were made before the par-
liamentary committees, for improving the composition of
the court of directors. It was proposed that all the
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directors should not be taken from the commercial classes,
but that some should be selected from the banking and
manufacturing interests. It was also asked, whether a
permanent governor, either for life or for a number of
years, would not be preferable to the present system.

The Act for separating the two departments came into
opcration on the 31st August, 1844, and the following
was the first return made under the Act, showing the
condition of the banking department on the 7th Sep-
tember, 1844 :—

Account of the Liabilities and Assets of the Bunk of England, for the
week ending Tth September, 1844,

Dr. 1SSUE DEPARTMENT. Cr.
£ i £
Notes issued . . . 28,351,205 | Government debt . . 11,015,100
Other securities . . 2,984,900

Gold coin and bullion, 12,657,208
Silver bullion . . . 1,694,087
£28,351,205 £38,351,205

BANKING DEPARTMENT,

£ ; : £
Proprietors’ capital . 14,553,000 ; Government securities 14,554,834
Rest . . . . . . 38,564729 | Other sccurities . . 7,835,616
Public deposits . . 3,630,809 | Notes . . . . . 8175025

Other deposits . . . 8,644,348 | Gold and silver coin . 857,765
Seven day and other bills 1,030,354

£31,423,240 £31,423,240

The following Table will give a more detailed account
of some of the items in the above return :—
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It will be seen from the above, that the mcans or funds
of the banking department for carrying on its business,
consists of :—1. The Paid-up Capital—2. The Rest or
surplus fund —3. The Public Deposits—4. The other

deposits—5. The seven-day and other Bills.  These funds

are invested in “Government sccurities” and in ¢ other
securitics,” and the remainder is kept as a reserve in
the till.

1. Viewing this as the condition of a private and indec-
pendent bank, the first thing that would strike the mind
of a practical banker, would be the large amount of the
Parp-ve Carrran.  The capital is 14,553,0007. ; while the
total deposits are only 12,275,157/, The object of a large
capital is, in the first place, to sccure the public confi-
dence ; then, to have the means of repaying the deposits
whenever demanded; and also, of affording to the cus-
tomers of the bank, cvery reasonable accommodation in
the way of loans or discounts. But after making duc
provision for these objects this amount of capital appcars
unnecessarily large.  Were it only 7,000,000/, that would
be amply sufficient for carrying on the present extent of
business, and the rate of dividends might then be in-
creased. All above this amount could only be invested
in Government securities, never likely to be required for
banking purposes; and if required, could not be suddenly
realised, or at least not within the period in which they
arc likely to be wanted.

2. The next thing that would appear remarkable for a
private bank, is the large amount of the Rrst, or surplus
fund.

The Rest, or surplus fund, or Guarantce Fund, as it is
somctimes called, consists of the accumulation of surplus
or remaining profits after the payment of the dividend.
The object of this fund, is not to guarantee the public
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for the security of their deposits, but to guarantee to the
sharcholders the uniformity of the dividend. If, in any
one year, the profits fall below the amount required to
pay the usual dividend, the deficiency is taken from the
rest or surplus fund. The amount of this fund should
be regulated by the extent of the business and the pro-
bable loss that might arise in conducting that business.
1f the fund is five or six times the amount of the deficiency
that might possibly arisc in making up the annual dividend,
it would appear to be sufficient.  For if, after making up
this deficiency for onc, two, or three years, it should appear
that the profits of the bank had become permancntly
diminished, then the course would be to reduce the
dividend, until the surplus fund had recovered its former
amount,

Banks that have made large profits, have ecither in-
creased the dividend, or distributed them among the
sharcholders in the form of bonuses, or have added them
to the capital. The Bank of England have adopted all
these plans. Yet, after all these distributions of increased
dividends, bonuses, and additional capital, the bank had
on the 7th of Scptember, 1814, a rest, arising from
surplus profits, of 3,564,729!. No other ‘“banking con-
cern carrying on business with Bank of England notes,”
would think it nccessary to keep such a rest. Neither
the kind nor the extent of business carried on, is ever
likely to require anything like this amount to mect any
occasional losses. The amount is altogether excessively
disproportionate to the purposes for which a surplus fund
is usually applied, and at the same time it tends to give
an erroneous view of the profits of the bank. This rest is
employed in the business, and yields profits, but it pays
no dividends. The profits go to swell the dividend on the
capital, and hence the capital appears to yicld a profit of
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7 per cent. But the dividend of 7 per cent. is not
made upon the capital alone, but on the capital and rest
together, and hence upon the funds employed it amounts
to only about 5§ per cent.

3. Tue DErosits.

The Public Deposits are thus classified :—

£
Exchequer account . . . . . . .. . 2,198,000
For payment of Dividends . . . . . . . 315,000
Savings Banks, &c. . . . . . . . . . 501,000
Other public accounts . . . . . . . . 617,000
3,631,000

The *“Exchequer account” is the current account with
the Government, and this account is credited with the
amount of the taxes as they are lodged in the bank. In
the Beginning of January, April, July, and October, this
account is debited for the amount neccssary.to pay the
quarterly dividends, and the amount is carricd to the
credit of the account “ for payment of dividends.” The
balance here standing to the credit of this account is the
amount of the dividends that had not then been claimed.
The next account is called ‘Savings Banks, &c.”” The
trustees of the savings banks throughout the country
are required to lodge the deposits in the Bank of England
to the credit of the Commissioners for the Reduction of
the National Debt, who afterwards invest it in the public
funds. We do not know what is meant by “ &c.” nor yet
by the “other public accounts.” We believe there are
certain accounts connected with the Court of Chancery
that are required to be kept with the Bank of England;
and by the last bankruptey law, the effects of bankrupts’
estates are required to be lodged in some one or other
of the branches. These may form the “other public

accounts.”
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The Private Deposits are thus classified :—

£

Railways . . . . . . . . . . .. 30,000
London Bankers . . . . . . . . . . 963,000
Last India Company. . . « . . 636,000
Bank of Ireland, Royal Bank of Scotlund &e. 175,000
Other Deposits .+ . . 5,631,000
Deposits at Branches . . . - . . . . 1,209,000

8,644,000

With regard to both the public and the private deposits,
a banker would inquire whether they were fluctuating or
permanent ; whether repayable at fixed periods, or lLable
to be suddenly withdrawn. He would thus ascertain what
proportion could be profitably employed, and what amount
should be kept in the till, to meet constant or occasional
demands. He would observe on inspection that the
balance of the “exchequer account” increases gradihlly
during the quarter, from the receipt of the taxes, until
the commencement of the next quarter, when it is largely
reduced by the payment of dividends. He will, therefore,
provide for thesc quarterly payments; but his provision
will be less ample when informed, that, as the public
deposits decline, the private deposits will increase, and
more especially those of the London bankers. This is partly
in consequence of the bankers holding powers of attorney
to rcceive the dividends due to parties who reside in the
country, and partly because the abundance of money
caused by the payment of dividends increases their own
deposits, and thus enables them to keep for a time larger
balances in the Bank of England. We have already said
that no rule can be given as to the amount of notes which
any banker should keep in his till—the proper amount
can be ascertained only by experience. But we should
Imagine that in ordinary times the deposits in the Bank of
England are sufficiently steady to prevent any perplexity
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on the subject. We may be asked what we mcan hy
“ordinary times,” sincc now every year differs from its
predecessor, and the steadiness and unifofmity which
heretofore characterized banking and commercial affairs
arc no longer known. 'We reply, that by “ ordinary times,”
we mean those times that arc the least affected by the
foreign exchanges. Tor some years past it has been the
practice to regulate the issuc of bank notes by the foreign
exchanges. When the foreign exchanges bring gold into
the country, bank-mnotes arc issued against it, moncy
becomes abundant, and the bank deposits increase. When
the exchanges take out gold, the bank notes arc dimi-
nished, and the bank deposits decline. This system has in
a great measurc been acted upon by the bank directors
since the ycar 1832, and it is now rigidly enforced by the
Act®f 184+, These extraordinary seasons of great influx
or great cfflux of gold appear to be subject at present to
no general rules. But at other times there seems to he
no rcason why the Bank of England should not profitably
employ a large portion of her deposits. We may observe,
however, that as the bank allows no intercst on any
of her deposits, she sustains no loss even when they are
not employed; but were they to be employed her profits
would be greater.

4. With regard to thc INVESTMENTS, a banker would in-
quire first, Are they safe? secondly, Are they convertible?

There seems no ground to question their safety—their
convertibility is not so obvious. The Government stock,
Lxchequer bills, and East India bonds, must be considered
in ordinary times, and to a redsonable amount, as strictly
convertible. But this is' not the case with the Govern-
ment annuities. They could not be sold in the market;
and cvem by private negotiation, few buyers would be
found, except the insurance offices. Even with them the
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negotiations would probably occupy considerable time.
As to the City bonds, railway bonds, and mortgages, they
would in a season of pressure be altogether useless. It
may be said, that the bank’s capital being so large, a
portion may, without inconvenience, be locked up in dead
sceurities.  This observation is valid to a certain cxtent,
but not to an indefinite extent, and after giving it due
weight, the amount thus invested seems too large.

The annuities form a large portion of the amount of the
“Stock and Annuities.” The first is an annuity of 585,740/,
usually called the “ Dead Weight,” which commenced on
the 5th April, 1823, and is to continue for forty-four years
from that time. Other annuities arosc out of the Bank
Charter Act of 1833. The Government were to pay to
the bank onc-fonrth of the permanent debit of 14,686,800/,
amounting to 3,671,700/, At first it was arranged that the
hank should receive in payment of this sum, 4,000,000/
3 per cent. reduced annuities; but it was afterwards
changed to an annuity for twenty-six years, and will expire
i 1860, at the same time as the ““ Long Annuity.”

The bills discounted, and the short loans called
“Advances on bills of exchange, exchequer bills, stock,
&e.” arec most legitimate banking investments,

The plan of granting short loans was commenced in
1829, to obviate that tightness in the moncy market,
which was felt for a month or six weeks before the
payment of the dividends, through the gathering in of
the taxes into the exchequer. The rate of interest
charged, was usually about onc per cent. less than the
discount charged on bills. 4ghe loans were repayable
to the bank at about the time that the dividends were
paid to the public. Notices were issued, stating the rate
of intercst, and the kind of securities on which Joans
wonld be made, and the time of repayment. The first

M
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notice was issued on the 3d of Deccember, 1829, and
the practice continued until after the passing of the Act
of 1814,

Advances on deficiency bills, are a kind of short loans
made to the Government, whenever the taxes are less than
sufficient to pay the public dividends. These advances
scem to he very legitimate. The bank has one large
customer. A customer who keeps large deposits will
sometimes require large advances. These advances may
peradventure be wanted at a time when it may not he
exactly convenient for the banker to make them. Al
large accounts may at times be attended with some in-
convenience.  But if a banker takes such accounts, he
must make his arrangements accordingly. In the present
case, the bank has the advantage of knowing, by the pro-
gress of the lodgments on the “ Exchequer account,”
whether such advance is likely to be required.

When the Government requires these advances, the
bank must cither make them out of her rescrve in the
till, or sell public securities to obtain bank notes, or
restrict her advances to other parties. It is peculiarly
unfortunate that the Government is more likely to require
these advances in scasons of pressure, inasmuch as in thosc
scasons the taxes arc usually less productive and are less
punctually paid. Hence the bank may be called upon
to make advances to (iovernment at the same time
that similar advances arc requircd by the commercial
classes. In some cases the bank might not have the
means of making advances to both partics. Ilad the
Government required sugh advances in October 1817,
the commercial distress must have been considerably
increased.

5. THE RESERVE.—A practical banker would, at first
sight, consider this reserve as too large. From the
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amount and character of the deposits it would not appear
that so large a reserve was necessary, and a portion might
well be employed in carning interest instcad of lying
unproductive in the till.  But, before we condemn the
hank directors, we must give this matter farther con-
sideration.  'We have alrcady stated that, even before the
passing of the Act of 1841, the dircctors had been in
the habit of issuing their notes against gold and silver
hullion; and when a large amount of notes had heen thus
issued, the deposits in the bank were inereased.  Now,
when this Act came into operation—August 31st, 1844 —
the bank had in this way acquired a large amount of gold
and silver bullion ; indeed, she does not ever before appear
to have had so large an amount in the whole course of her
history. If we look to those years which preeeded pres-
sures (for in these years gold on haud is usually large),
we shall find that in 1821 the amount was 13,810,0804 ;
in 1836 the highest quotation is 7,801,000/ ; and in 1838
it s 10,126,000/, ; but on the 7th of September, 1844,
the amount rcturned in the issue department is, gold
12,657,208(. and silver 1,691,087/, while the sum of
9,032,790/, was retained in the banking department.
Notes, of course, had heen issued against all this bullion,
and the deposits in the bank had consequently inercased.
“Well,” it may be said, “this will account for the
increase of the deposits, but not for the incrcase of the
reserve. Why were not the deposits invested 77 We
will explain this. There are some classes of investments
which the bank directors can make independently of
other partics.  Tor instance, they can purchasc Govern-
ment stock, exchequer bills, and railway bonds, just as
they please.  But, as we have stated, it is not prudent in
4 hanker to invest the temporary inercase of his deposits
™ this way, as, when the deposits are withdrawn, he may
M2
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have to scll these sceurities at a lower price, and thus
sustain loss. Therc are other classes of investments for
which the bank is, to a certain extent, dependent on other
parties; such, for cxample, as the discounting of billy
and the granting of loans. The bank dircetors cannot
invest their moncy in these ways unless there are parties
willing to reccive it. Now, while a portion of the notes
issued against gold and silver bullion arc lodged with the
bank in the form of dcposits, another portion, and some-
times the largest portion, do not go into the bank, hut
are circulated among the public, and soon find their way
into the hands of bankers, bil-brokers, and money dealers,
who, from the abundance of moncy, will discount bills
and grant short loans at a lower rate of interest than the
bank. The bank will, therefore, have no further applh-
sations.  When her bills and loans fall due, they will he
paid, and the amount will go to increase her rescrve.
Thus it appears that the notes which, in a favourable
course of the foreign cxchanges, are issned against gold
and silver bullion, will tend in two ways to increasc the
bank reserve ; first, by increasing her deposits, and
secondly, by diminishing her securities. This will account
for the large amount of the reserve. The rule laid down
by the directors is, that the reserve should be about onc-
third the amount of the deposits.

Having given these explanations, we shall now proceced
to notice the operations of the banking department of the
Bank of England since its scparation from the issuing
department by the Act of 1844 :—

I. The operations of thec Banking Department, from the
passing of the Act in 1844, to September 5, 1845.

The Act came into operation on the 31st August, 18:+h
and almost immediately some important changes wer¢
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mtroduced. Up to that date the bank had never dis-
counted at a lower rate than 4 per cent. This rate, in
ordinary times, had scldom varied, and all bills discounted
at the same time were charged the same rate. But, on the
5th September, the rate of discount on bills was reduced
from 4 to 23 per cent. and on notes to 3 per cent. On the
18th March, 1815, the bank introduced the prineiple of a
minimum rate of discount; fixing 23 per cent. as the rate
on first-rate bills, and charging a higher ratc ou other
bills.  The object of these changes was to employ a por-
tion of the reserve in the discount of bills,

This line of conduct was by no means unwarranted by
the practice of ““ other l):mki'ng concerns.” Tt is an esta-
blished principle in practical banking, that a banker, when
he cannot employ his surplus funds at so high a rate of in-
terest as he wishes to obtain, should employ those funds at
a lower rate, rather than keep them unemployed in his til].
And it is also an established practice to charge different
rates of discount on different bills, according to the class
orcharacter of the bills—the respectability of the parties—
the time they have to run—and a variety of other circum-
stances.  In adopting these regulations, thercfore, the
directors were only performing the work assigned to them,
of conducting the banking department “like any other
hanking concern issuing Bank of England notes.”

These changes gave rise, in the parliamentary com-
mittees of 1847, to some discussion upon the question as
to whether the Bank of England governed the market-rate
of interest; or the market-ratc of interest governed the
bank-rate ?  There can be but little difference of opinion
upon this subject. The “market-rate” of interest is the
ate which bankers and bill-brokers charge for discounting
first-class bills to the public. When the foreign exchanges
are hringing gold into the country, and notes are issued



166 A PRACTICAL TREATISE

against this gold, the abundance of moncey in the hands of
the bankers and bill-brokers causes the market-rate of
discount to fall below the bank-rate. If during this season
the bank charges a high rate, she gets but few bills.  On
the other hand, when gold is going out of the country,
and money becomes scarce, the market-rate is higher than
the bank-rate. 1f during this period the bank charges a
low rate, she must soon limit her discounts, or her reserve
will be exhausted.  But, though the bank cannot change
the course of the current, she can give it increascd
strcngﬂi. Though she cannot make money dear when it
is cheap, nor cheap when it is dear, yet when it is cheap
she can make it cheaper, and when it is dear she can
make it dearer. Ilence, every alteration in the bank-rate
has always an immediate influence on the market-rate.
Such was the case in September, 1841, The large im-
portations of gold had reduced the market-rate of discount
to 24 per cent. while the bank charged I per cent.  But
when the bank reduced her rate to 24 per cent. the
market-ratc went down to 2, and even to 1} per cent.
To engage activcly in discounting bills was a new feature
in the bank management. In 1832 the then governor
stated to the Committee of the House of Commons, that
he thought the bank should be a bank of circulation and
of deposit, and only oceasionally a bank of discount. But
the Act of 1841 placed the bank in a new position, and
led to the adoption of new principles. Formerly the bank
had invested her surplus funds in Government securitics.
But when she purchased, the price advanced; and when
she sold, the price fell.  This produced a fluctuation in-
convenient to the public.  Often, too, she purchased when
the price was high, and sold when the price was low : and
thus sustained loss. It was thercfore decmed preferable
to invest a portion of her reserve in the discount of bills.
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The sums thus invested would return as the bills fell due,
and the reserve could at any time be strengthenced by
checking the discounts.

The dircctors having determined to invest a portion of
their funds in discounts, it became necessary to reduce
their rate of interest to ncarly the market-rate, or they
would have got no hills,

An cminent London banker, distinguished by his sup-
port of the Act of 1814, says—If the bank is to continuc
as a large discounting body, (of the expediency of which
I entertain considerable doubts,) T think it very desirable
that its rate of interest should conform to the real market
value of money.”* The dircctors scemed to think it
nceessary that they should in some way cmploy their
reserve, in order to prevent the too great accumulation of -
bank notes in the issue department.t We here give no
opinion as to the best way of employing the bank’s rescrve,
but we are quite ready to admit, as the governor admits in
veply to a question, that “the truc principles of banking
are, first, that a bank shall never place itself in such a
position as that it shall be unable to meet its labilities ;
and next that it shall employ the whole of its resources at
the greatest profit that it can with reference to prudence,
looking to its reserve.” {

In thus coming into competition with the money dealers,
reducing the rate of interest, exciting a feverish state of
fecling in the public mind, and giving facilitics to the
formation of companics for speculative purposes, the bank
dircctors are accused of having violated their public dutics
as the bank of the Government, and thus sacrificed the
interests of the nation to the interests of their proprietors.
We shall not meddle with this question. We have here
nothing to do with the puBLIC duties of the bank dircetors.

* Lords, 1632. + Commons, 3009. 4 Commons, 3722,
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We are considering the banking department as ““ any other
banking concern.” Generally spcaking, Providence has
so constituted human socicty that all banking companics,
and all individuals too, will most effectually promotc the
public intcrests when by honourable means they promotc
their own. If this is not the casc with the Bank of Eng-
land, it must have arisen from the acts of the Legislature ;
and the fact—if it be a fact—is presumptive evidence
against the wisdom and the justice of those laws by which
she was placed in that position.

At the close of this period we find that the London
discounts had inereased from 113,000/ to 2,365,000/, and
the “ City Bonds, &c.” had increased from 3,357,000/, to
4,009,000L., owing, it is presumed, to the purchase of
railway debentures. The circulation of the issuing de-
partment had increased from 28,351,295, to 28,953,3004.*
and the minimum rate of interest charged by the bank
was 2} per cent.

II. The Administration of the Banking Department
from September 6, 1845, to September 5, 1816,

During this period there were three alterations in the
minimum rate of interest.  On October 16, 1815, it was
raiscd from 24 to 3 per cent.; on November 6th to 3}
per cent.; and on August 17, 1816, it was again rcduccd
to 3 per cent. In fixing the rate of discount, the directors
took into account the amount of bullion in the issuc
department, the reserve in the banking department, and
the amount of the discounts. The amount of bullion vir-
tually regulated the other two; and thus the interest was
governed by the foreign exchanges. At the same time,
the directors, as practical bankers, would pay the greatest
attention to their reserve, as it was only from this source
that any advances could be made. Hence, sometimes one

# See the Returns at the end of this Section.
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object of raising the rate of discount was to diminish the
number of applications. It was thought better to protect
the reserve by raising the rate, than by positively refusing
to discount.

In the beginning of 18146 a circumstance occurred which
increased both the deposits and the discounts of the hank,
and added greatly to her profits.  The railway companies
who were desirous of obtaining Acts of Parliament to
authorize the construction of their lines, were required
to pay into the Bank of England, within fourtecn days
after the meeting of Parliament, 10 per cent. on the
estimated amount of their capital—to be returned when
the company had obtained the Act, or when the applica-
tion had been rejected.  Everybody wondered beforehand
how so large a sum could be paid out of the amount of -
notes then in circulation. But the bank acted with the
vailway deposits as she had been accustomed to act with
the public deposits previous to the payment of dividends.
As fast as the moncy came in, it was lent out, and thus a
transaction of large magnitude was cffected without much
difficulty. This shows the importance of a Government
bank. IIad the deposits been required to be lodged in
the exchequer, and there to remain until reclaimed by the
railway companies, the operation could not have been
effected. The bank could have performed it with greater
facility previous to the passing of the Act of 1844, She
could then have lent out her notes before the lodgments
were required to be made; there would have been no
previous apprehensions, nor any tightness during the
operation.

HI. The Administration of the Banking Department
{rom Septeinber the 5th, 1846, to Scptember the 4th,
1817,

In September, 1816, the minimum rate of discount was
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3 per cent. On January the 14th, 1847, it was raiscd to
31 per cent., and on the 20th of the same month to I per
cent.  On April the 8th to 5 per cent., and on the 5th of
August to 54 per cent.

During the whole of this period the foreign exchanges
were unfavourable, and the circulation of the issuing
department declined from 29,760,870/, to 22,396,8 15/.%
This was attended by a decline in the rescrve of the
banking department and an increase in the amount of
loans and discounts.

The bank directors did not raise their rate of discount
above 3 per cent. until the month of January, 1817. For
this they have been severely censured by partics who have
had the advantage of not being compelled to form any
opinion until after the result was known. The month of
April was an important month. Irom the deficiency of
the harvest, large importations of corn took place. These
imports were paid for in gold, which was suddenly with-
drawn from the issuc department, for exportation.

Contemporaneous with this export of gold, the Govern-
ment required to borrow 3,500,000/ upon dcficiency bills
in order to pay the dividends. Under the old system
this might not have been a matter of much importance,
but the case was different under the Act of 184k  The
banking department was rather in danger of getting into
what the Americans call “a fix.” To avoid this “fix,”
the directors raised the rate of discount to 5 per cent.;
they refused to lend money even upon exchequer bills;
they limited their discounts ; and they borrowed 1,275,0004
on consols. Thesc measurcs caused a severc pressure on
the money market, but it soon subsided. From this period
the foreign exchanges were favourable to this country.

* By dedueting 14,000,000/ from this sum, we sce the amount of
gold and silver hullion on hand in the issuc departent.
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The operations of this month of April, 1847, have ;givcn
rise to much discussion.

The advocates of the Act of 1844 have pointed to the
transactions of this month to prove that the management
of the issue department cannot be safcly entrusted to
the bank directors. They say that if the bank had
advanced its rate of interest they might have prevented
the unfavourable coursc of exchange, and consequently
have avoided the pressurc which then occurred.  On the
other hand, it has been stated that the bank ought to
be guided in its rates of intercst by the amount of its
reserve—that from November, 1816, to April, 1847, the
reserve was above one-third of its deposits, a greater
reserve than any other bank would think it nceessary to
keep—that the demand for gold was so sudden, and for
so large an amount, that no ordinary rules could have
prevented it; and cven had it been prevented, it might
have heen injurious to the country, as it would have
checked the importation of corn which was then required
in conscquence of the deficiency in the harvest. There
can be no doubt that, under the Act of 1811, a sudden
exportation of gold must cause a sudden contraction of
the amount of notes in circulation. This “ sclf-acting
machine” acts by jerks, like a stcam-cngine without a
fly-wheel ; and its advocates look to the banking depart-
ment to supply the fly-wheel, and to cause the machine to
move smoothly and equably. It may be doubted whether
the banking department has the power of doing this.
But when this is not done, the advocates of the Act
throw the blame upon that department. They resemble
the court preceptor, who, when the royal pupil did any-
thing wrong, inflicted the beating on his fellow-student.
If on this occasion the bank did wrong, it may be feared
that it was her court connexion which led her astray.
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The ‘Government were then negotiating a loan of cight
millions for the relief of Ireland. And “there was a
fecling in the court that, in the face of the Government
negotiating a loan, it would be an act of want of courtesy
to put up the rate of interest immediately.”* In the
secret history of the Bank of England we may possibly
find other instances of similar faults. But if on the
present occasion she was influenced by such considera-
tions, she did not act “like any other banking concern.”

The cvents of April, 1817, also lead us to remark that
the London baukers never vary their rate of discount
with a view to rcgulate the foreign exchanges. If it
behoves the banking department to do this, it has cer-
tainly to perform duties which are not considered to
belong to “any other banking concern.” Nor do the
London bankers suddenly and abraptly stop disconnting
for those customers in whomn they have confidence. The
frequent occurrcnee of such suspension of loans and dis-
counts as occurrcd in April, 1847, would form an insuper-
able barrier to the banking department ever acquiring
that kind of business which is carried on by the London
bankers. No merchant would like to depend on such a
bank for the means of making his daily payments. We
belicve, however, that most mercantile firms that have a
discount account with the Bauk of England have another
banking account elsewhere, and some have also accounts
with the large bill-brokers.

The pressure that existed in April, 1847, has been
attributed to the publication of the amount of the hank’s
reserve. It was said, and said truly, that the bank might
very prudently reduce her reserve for a few days below
the average amount, knowing that by hills falling due, or
by other meaus, she would soon receive a sum that would

% Commons, No. 3001,
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replenish her coffers.  But the public, sceing only the
amount of the reserve, and knowing nothing of the sums
about to be received, might hecome unnecessarily alarmed,
and lence a panic might ensue.  Upon this ground, some
partics questioned the policy of publishing the bank ac-
counts in their present form. DBut the rcmedy for this
is not to suppress the returns, but to circulate through-
out the community such an amount of knowledge as
shall cnable them to judge accurately respecting banking
affairs.  Other parties, of a higher class than those we
denominate the public, have fallen into erroneous opinions
by a literal adhesion to these returns.  Almost up to the
time of the suspension of the Act of 1814, it was con-
tended by some who “sit in high places” that there
could be mo pressure on the commercial classes, sinee
there were THEN more notes in the hands of the public
than in former scasons when no pressure cxisted.  And
hefore the Parliamentary Committecs of 18147 it was
stated by the governor and deputy governor, that it could
make no difference to the public whether the bank ad-
vanced threc millions, or any other sum, to the Govern-
ment on deficiency bills, or advanced the same sum in
loans and discounts to the commercial classes, inasmuch
as the returns would show that the amount of notes in
circulation would be the same. The events that followed
the suspension of the Act showed the fallacy of thesce
opinions. It was shown that the amount of notes in the
hands of the public is not of itself a certain criterion by
which to judge of the amount of banking facilities enjoyed
by the commercial classes.

IV. The Administration of the Banking Department
from September, 1847, to September, 1848.

During this period the minimum rate of interest was
advanced from 5} to 6 per cent. on the 23d of September ;
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to 8 per cent., by authority of the Government letter, on
the 25th of October. It was reduced to 7 per cent. on
the 22d of November; to 6 per cent. on the 2d of
December; to 5 per cent. on the 23d of December; to
1 per cent. on the 27th of January, 1818; and to 3} per
cent. on the 16th of June.

At the commencement of this period a great number of
commercial houses failed, not only in London, but also in
Liverpool and Glasgow, and other large places. The
following is the account given by the Governor of the
bank to the Committee of the House of Lords :—

“ An unprecedented large importation of food, caused by a deficient
Tharvest, requived in payment the export of a large amount of bullion, to
the extent of about 7,500,0007, from the coffers of the bank, and pro-
bably not less than 1,500,0004. from other sourees,—together 9,000,000/,
From this great reduction in the available eapital of the country, in
addition to the still larger amount invested in railway expenditure, acting
suddenly upon a previous high state of credit and exeessive speeunlation,
arose the pressure in the money market.  There was an abstraction of
7,500,000Z. from the bullion held by the bank, and consequently a dimi-
nution in the notes to that extent.” *

During this period the bank acted with great liberality.
The following is a list of the advances made between the
15th of September and the 15th of November :(—

“1. The Bank of England heing applicd to by a very large firm in
Loudon, who had at that time liabilities to the exient of several millions
sterling, advanced 150,000Z on the security of debentures to that amount
of the Governor and Company of the Copper Miners in England, and
thereby prevented them from stopping payment ; it was distinetly under-
stood that the operation was for that purpose. 2. The bank advanced
50,0004 to a country banker on the seccurity of real property. 3. On
the urgent representations of several partics of the first importance in
the city of London, the bank advanced 120,000/ to the Governor and
Company of the Copper Miners, on the guarantee of approved names,
taking at the same time a morigage on the Company’s property for
270,0004. to cover this sum, and the amount of 150,000/ debenturcs
hefore advanced upon; it was staled that the stoppage of this company
would have thrown 10,000 people out of employment. 4. The bank

* Lords, 12.
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advanced 300,000/, to the Royal Bank of Liverpool, on the sccurity of
bills of exchange, over and ahove their usual discounts to this hank ;
this advance unfortunately proved imadequate, and the Royal Bauk,
having no more sceurity to offer, stopped payment. 5. The bank assisted
another joint-stock bank in the country with 100,000Z, on the scenrity
of bills of exchange, over and above usual discounts. 6. The bank
advanced  130,0007. on real property to a large mereantile house in
London. 7. The bank advanced 50,000/, to another mercantile house
on the guarantee of approved names. 8. The bank advanced 50,0004 1o
a joint-stock issuing bank on bills of excliange, and agreed to open a dis-
count account with the said bank, on condition that it, should withdraw
ifs issues, but the joint-stock hauk stopped payment hefore the arrange-
ment could be completed. 9. The bank advanced 15,0001 on real pro-
perty to a Jarge establishment in London. 10, The bank assisted, and
prevented from fuiling, a large establishment, in Liverpool, by forbearing
fo enforee payment of upwards of 100,0004 of their acceptances, and
engaging o give further aid if required. 11, The bank assisted a vevy
large joint-stock hank iu the country with advances on loans on bills of
exchange 1o the extent of about $00,000Z, over and above usual dis- .
counts. 12, The hank advanced 100,0007 to a country banker on real
property.  13. The bank advanced a joint-stock bank in the country
200,000 on the security of local bills, besides discounting 60,000/, of
London bills. T4, The bavk assisted another joint-stock bank in the
conntry with an advance of 100,000/, on local and London bills. 15,
The bank advanced 100,000/ {o a large mercantile house in London, on
approved personal sceurity. 16, The bank assisted a large house ab
Manchester to resume payment by an advance of 40,0007 on approved
personal security. 17, The bank advanced 30,0004, to a country hank
on real property. 18, The bank assisted many other houscs, both in
town and country, by advances of smaller sums on sccuritics, not
admitted by the bank under ordinary circumstanees ; nor did the bank,
during the period in question, reject at their Tondon establishment any
one bill offered for discount, except on the ground of insuflicient
sceurity.”” *

Some of these advances werc not made till after the
appearance of the Government Letter on the 25th of
October.  Up to that date the cfforts of the bank were
inadequate to allay the pressure, while they largely
reduced the bank’s reserve. On Saturday, the 23d of
October, a deputation from the London bankers waited

* Commons, 2643.
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on the Government, who then determined to suspend the
Act of 1811; and on the same day gave intimation of
their intention to the Bank of England. On Monday
morning, a letter appeared from Lord John Russell and
the Chancellor of the Exchequer authorizing the directors
of the Bank of England to cnlarge their discounts and
advances, and promising that if by so doing the existing
law should be infringed, the Government would apply to
the Legislature for a bill of indemnity. The letter sug-
gested that these advances should not bhe made at a lower
interest than 8 per cent. The effect of this letter was
immediate. Confidence was restored, the hoarded notes
were brought into circulation, and discounts were every-
where readily obtained. From these causes no infringe-
ment of the Act took place. ,

The state of the bank reserve at the date of the sus-
pension of the Act occupied the attention of the Parlia-
mentary Committees.  On Saturday, the 23d of October,
the notes on hand amounted to 1,517,270.., and the coin
to 417,246/. This, it should be remembered, was the
amount at the London officc and at the thirteen branches
put together. At the same time the public deposits were
4,766,000, and the private deposits 8,581,000/., of which
1,615,0007. belonged to the London bankers. The ques-
tions put to the governor on this subject scemed designed
to show that the bank, so far from being able to assist
others, was not in a condition to mcet her own cngage-
ments.  But the governor contended that the amount of
the reserve should be taken on the Friday night, before
they were acquainted with the intention of the Government
to issue their letter. The rescrve then was 2,376,000
The directors had from 2,000,000/. to 2,500,0001. of stock
which they could have sold, and a large amount of the
hills they held fell due in the following week. From thesc
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sources they would easily have incrcased their reserve.
On the other hand, some of the witnesses declared that
no large amount of stock could have been sold, and that,
had a run taken place on the T.ondon bankers, such as
that which had taken place on the banks at Newecastle,
the bankers’ deposits must have been withdrawn, and
the Bank of England itsclf might have been placed in
jeopardy.

As we have considered in a previous Scction the opera-
tion of the Act of 184, it is not neecessary to pursue this
subject any further.  After the Government letter was
issued, the bank still continucd to make advances with
caution, and, with the view of not infringing the Act,
they borrowed money on the Stock lixchange at seven
per cent., though they had the unlimited power of issuing
notes.

Soon afterwards the gold began to rcturn, and money
became abundant.  Irom the high rate of interest, the
amount imported was large ; and from trade having been
paralyzed by the pressure, the demand for it was very
small.  As the gold increased, the bank rate of interest
was reduced. By September 2d, 1848, the circulation of
the currency department amounted to 26,883,505(., and
the hank rescrve to 9,110,952/

The following is a copy of the Official Returns for the
four years that have passed under review. To show the
farther progress of the bank since September, 1848, we
have added the Returns for the week ending the 2d of
February, 1849 :—
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We have thus taken a review of the first four years of
the proccedings of the Banking Department of the Bank
of England. Whatever may be the future operations of
that department, this portion of its history will always he
interesting. This period is remarkable also as containing
one of those monetary cycles to which we must always be
liable as long as our currency is regulated by the Act of
1844. Each year has a peculiar character. The first
commenced at a period of full currency—moncy was
abundant and cheap, the minimum of the bank rate being
24 per cent.  In the second year the exchanges fluctuated,
and the rate of interest fluctuated also. During the whole
of the third, the exchanges were unfavourable—gold was
exported, and the rate of interest advanced. At the com-
mencement of the fourth year came the pressure ; then a
favourable coursc of exchange brought back the gold, the
rate of interest was reduced, and again money became
abundant.

This period is morcover important as an indication of
the principles on which the banking department will here-
after be governed. The governor and deputy-governor
were examined before the parliamentary committces in
March, 1848. They stated that they approved of the
reduction of interest in September, 1844; but they cx-
pressed regret that the bank had not advanced the rate of
interest in November, 1846, and that they suffered the
reserve to fall so low in October, 1847. Should these
sentiments be acted upon in future, we may expect that
the ““ banking department ” will reduce its rate of interest
as heretofore; but when money becomes scarce, it will
advance its rate at an earlier period, and be less liberal in
making advances.

The following question was put to the governor by 2
member of the Committee of the House of Commons:—
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“You have described as part of the operation of the Act
of 1844, that you were during the year 1847 obliged to
lend consols instead of notes, on account of the limit
prescribed by the Act,—that you borrowed on consols in
April,—that you were obliged to raise the rate of interest
to 9 per cent.—that you refused loans on exchequer bills,
—that there was a pressure in April and a panic in Oc-
tober,—and that Government were obliged to interpose by
a letter, in order to protect the public from the restrictive
eflects of the Act—Do you call that a satisfactory history
of any system 777 *

We must, however, distinguish between “ the system ”
as established by the Act of Parliament, and the admini-
stration of the banking department in conscquence of the
establishment of that system. We have given in the
preceding scetion our opinion of the system.  But the ad-
winistration of the Banking Department of the Bank of
England under the system has, in our sober judgment, been
distinguished by a high degree of both wisdom and liberality.

The administration of the banking department sinco -
September, 1848, does not call for any particular remark.
We have had the usual indications of the first stage after a
panic. The bullion in the issue department has increased
from 12,883,505/, to 14,330,845/. "The notes in reserve
from 8,784,7951. to 9,553,460/, Money has been abun-
dant, and the rate of interest low. On the 2d November,
1818, the bank reduced the minimum rate of discount to
3 per cent. This would probably have been done at an
carlier period but for the political aspect of the continent.
The same reason possibly has induced the directors to
maintain the same interest to the present time (February,
1819), although this appears to be an abandonment of the
principle adopted in the year 1844,

* Commons, 3450.
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SECTION X.

THE ADMINISTRATION OF JOINT-STOCK BANKS, WITHL AN
INQUIRY INTO THE CAUSES OF THEIR FATLURES.¥

Tue chief points in which a joint-stock bank differs from
a private bank are,—thc numbcr of its partners—the
permanency of its capital—and the form of its govern-
ment. A private bank has not more than six partners:
a joint-stock bank may have a thousand partners. If a
partner in a private bank die, or become insolvent, his
capital is withdrawn from the bank: in the case of a
partner in a joint-stock bank, his shares arc transferred,
and the capital of the bank remains the same. In a
private bank all the partners may attend to its admini-
stration: a joint-stock bank is governed by a board of
directors. 'The husiness principles on which these two
kinds of banks are administercd are the same, and the
observations of the preceding sections will equally apply
to hoth. The topies, therefore, to which we shall in this
section more particularly direct our attention will be those
that have a special reference to the constitution of joint-
stock banks. We shall describe these banks as they now

* Tn this scction T have copied largely from my History of Banking
in America ; but in transeribing from such of my writings as I do D‘it
intend to reprint in their present form, I have not always thought 1t
necessary to introduce the marks of quotation.
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exist, and then notice those modifications which are im-
posed on new banks by the ““Act to regulate Joint-stock
Banks,”* passed in the year 1844. ~ After the 6th May,
1844, it was not lawful for any new company of more than
six persons to carry on the trade or busimess of bankers in
England, unless by virtue of lctters patent to be granted
by her Majesty according to the provisions of that-Act.

I. All joint-stock banks have a certain amount of paid-
up capital.

The payment of a certain portion of the capital before
the commencement of business, is a pledge that the
project is not a mere hubble, and this is especially neces-
sary when the proprictors have no farther liability. But
cven with unlimited liability a certain amount appears to
be necessary. The employment of capital judiciously is
sometimes a means of acquiring business; and in casc of
loss there should always be a sufficient capital to fall back
upon without recurring to the shareholders.

There is an cvil in a bank having too small a capital.
In this casc, the bank will be but a small bank; the
number of proprictors will be few, and the number of
persons eligible to be chosen dircctors will be few; hence
there will not be the same guarantee for good manage-
ment., If a bank with a small capital have also a very
small business, it had much better cease as an independent
establishment, and become the branch of a larger bank:
If, on the other hand, it has a large business, with a large
circulation, large deposits, and large loans or discounts,
its losses will sometimes be large, and hence the whole
capital may be swept away. It is true, that while it avoids
losses the sharcholders will receive large dividends, but
these large profits had much better be left in the bank as
an addition to its capital than shared among the pro-

* 7 and 8 Vict. cap. 113.
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prietors in the form of dividends. There is danger too
that the high premium on those shares may induce many
sharcholders to sell out and form other, and perhaps rival
establishments.

On the other hand there is an cvil in a bank having
too large a capital. 1In this casc, as the capital cannot be
employed in the business, the directors are under the
temptation of investing it in dead or hazardous securitics
for the sake of obtaining a higher rate of interest; per-
haps too they may speculate in the funds, and sustain loss.
Hence it is much better that a bank should commence
business with a small capital, and increase the amount as
the business may require.

It is difficult to state in all cases what proportion a
capital ought to bear to the liabilities of a bank. Perhaps
the best criterion we can have, is the rate of dividend,
provided that dividend he paid out of the business profits
of the company. When we hear of a bank paying from
15 to 20 per cent. dividend, we may be assured that the
capital is too small for the business. The liabilities of
the bank, either in notes or deposits, must far exceed the
amount of its capital. As a general maxim, the greater
the capital the less the dividend. Let the whole capital be
employed at any given rate of interest, say 3 per ceut,,
then the capital raised by notes or deposit, produce, after
paying all expenses, a certain sum as profit. Now, it is
evident that if this amount of profit be distributed over a
large capital, it will yield a less rate per cent. than when
distributed over a small capital. Sometimes however a
large capital may have incrcased the rate of dividend, in
consequence of having been the mcans of acquiring a large
increase of business. It may have done this in conse-,
quence of inspiring the public with confidence in the bank,
and thus inducing them to make lodgm&nts or circulatc
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its notes ; or it may have enabled the bank to make large
advances, and thus gained the support of wealthy and
influential customers.

Although the proportion which the capital of a bank
should bear to its liabilities may vary with different banks,
perhaps we should not go far astray in saying it should
never be less than one-third of its liabilities. I would
exclude, however, from this comparison all liabilitics ex-
cept those arising from notes and deposits. If the notes
and deposits together amount to more than three times
the amount of the paid-up capital, the bank should call
up more capital. It may be said, that the bank is liable
also for its drafts upon its London agents, and for the
payment of those bills which it has endorsed and re-issued :
admitted ; but in both these cascs, the public have other
securities besides that of the bank.

Presuming that banks are to commence with a mode-
ratc amount of capital, and to increasc that amount as
the business increases, the question is suggested, what is
the best way of increasing the capital? The English
banks have followed two ways of doing this; one, by a
further issuc of shares; and the other, by further calls
upon the existing sharcholders. The capital of all the
joint-stock banks in England is divided into certain
portions, called shares; each proprietor holds a certain
number of these sh;zrcs, and pays a certain sum upon
them. If he wishes to transfer a portion of his capital he
cannet transfcr a half share or a quarter share, but must
transfer a whole share, or a certain number of shares.
Thus, if the capital of a bank be 500,000/ it may be
divided into 5,000 shares of 100 each, or 50,000 shares
of 10Z. each, and a certain proportion of the amount of
each share will be paid up; and this proportion is called
the real or the®paid-up capital. Thus, if onc tenth of the
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above capital is paid up, then 50,000/ will be the real or
paid-up capital, and 500,000/ will be called the nominal
capital. In the chartercd banks, on the other hand, there
is usually no nominal capital, and the real capital is not
divided into shares or portions, but any fractional sum
may be transferred. The capital is then called stock.
‘When there is no nominal capital, nor any way of increasing
the amount of the real capital, this is the best way. But,
in the other case, it is more convenient to have the capital
divided into shares.

Some persons have objected altogether to a nominal
capital ; but their objections have been dirccted more to
the misrepresentations that may attend it, than to the
thing itself. They say, “a bank announces that it has a
capital of 500,000¢., whereas few shares are issued, and but
a small sum is paid on each sharc; hence people arc
misled, and the bank acquires a confidence which it docs
vot deserve.” The objection here 1s against representing
the nominal capital to be paid-up capital ; it docs not bear
upon the principle of a nominal capital. In fact, we are
misled by words. What is called nominal capital is
nothing more than a farther sum, which the directors have
the power of calling up. If this sum had not heen called
capital, it would not he objected to, as it could lead to no
misapprchension. But the inquiry simply is, ought the
directors to have the power of calling upon the share-
holders for a farther amount of capital beyond that already
paid up? Were they not to have the power, the bank
would at its commencement probably have too large a
capital, and after its business had advanced would have
too small a capital. And if the bank by any unforescen
occurrence became involved, and should have occasion for
further sums to extricate itself from its difficulties, it could
not make any further call upon its sharcholders, although
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a very small advance might prevent its utter ruin. In
case of a very large capital, such as two or three millions,
a nominal capital may not be necessary, as so large a sum
is likely to be in all cases amply sufficient. But in banks
of a second class, it will always be best to give the
directors the power of making further calls upon the
sharcholders.

The sccond way of incrcasing the capital of a bank, is,
by the issue of new shares. The whole amount of shares
to be issued is fixed in the first instance, and the bank
commences as soon as a certain proportion has been issued.
1f the bank was not allowed to commence business until
the whole of the shares were taken, a small amount would
be fixed upon, and the bank would be proportionably
weaker. But by beginning with a small number of shares,
you have capital cnough for your business, and you ac-
(uirc more as you procecd. Many persons will join a
bank after it is established who would not take shares at
the commencement. Some shares are therefore reserved
for persons of this description; and as the shares are
morc valuable when the suceess of the undertaking is no
longer doubtful, they are often given out at a premium,
and always a greater dcgree of caution is exercised as to
the persons to whom they are distributed.

Some members of the parliamentary committee of 1836,
appear to have an objection to shares of a small amount ;
they apprehend that these shares are taken by an inferior
class of person.s ; and hence the body of proprictors are less
respectable.  But it would appear from the returns, that
the general effect of small shares is, that each shareholder
takes a greater number. Thus in the banks of 100/.
shares each proprictor has taken upon an average twenty-
cight shares, on which he has paid the sum of 444/
In the banks of 20/ shares, each proprictor has taken
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-
forty-three shares, and paid 359/, In the banks of 10/
shares, each proprictor has taken fifty-two shares and paid
4007. While in the only bank of 5. shares, each pro-
prietor has taken 117 shares, and paid 585/. It appears
to me that the chicf objection to which small shares arc
liable is, that they do not admit of a large amount of
nominal capital. The banks of 5/. and 10/ shares have
usually the whole capital paid up, and hence in case of
necessity the directors have no power to call for a further
amount. Could the Northern and Central Bank have
made a call upon their sharcholders of 57 per share, this
bank might have been saved from destruction.

According to the new Act above referred to, no bank
can now be formed with a less capital than 100,000Z. ; and
the shares must not be less than 100/ ; of which 10 per
cent. must be paid up before the signing of the deed of
scttlement ; and all the shares must have been subseribed
for, and half the amount paid up, beforc the bank com-
mences business.

II. Joint-stock banks arc governed by a board of
dircctors.

“The directors are chosen from among the shareholders
at a general mceting—the peeuniary qualification being
that they hold a stipulated number of shares in the
company.

“There are several points of view in which a man
becomes eligible as a director of a bank, independent of
his qualification as the holder of the rethi;‘ed number of
shares. Indeced, his qualification as a sharcholder, merely,
must not be taken into the account.

“1. Ilc onght, in the first place, to be a man enjoying
public confidence. Unless he is a man whom the com-
munity contemplate as deserving of their confidence and
esteem, it is not presumable he can bhe of much service to
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the bank, cither by his influence or character. The public
are not likely to deposit their money in an establishment
where they cannot place the fullest reliance upon the
dircctors; and, for the same reason, parties of respect-
ability will not readily be induced to open accounts with
the bank.

“R2. He ought to be a man possessing a knowledge of
commercial business. Tt is a matter of great importance
to the satisfactory and efficient management of a bank,
that those to whom is entrusted the dircction of its affairs,
be in some measure conversant with the ordinary affairs
of trade. Men who are retired from business arc unques-
tionably the most eligible, not merely from their business
knowledge, but becausc they are not apt to be contem-
plated with that suspicion, jealousy, and distrust, which
tradesmen will sometimes excreise towards such directors
of a bank as are likewisc cngaged in trade. DBut retired
men of business arc not readily to be had as dircctors of
a bank, nor are they in most cases disposed to accept of
sich an office.  Where such is the case, men of high
standing and character, engaged in trade, should be
sought for.

“3. A bank director should be a man of strict integrity
and uprightness. This is a qualification perfectly indis-
pensable to the welfare of the bank. He must be above
all trafficking in the stock of the company, or taking any
unduc advantage over the other sharcholders through his
intimate knowledge of the state of their affairs as regards
the bank. He must ncver for a moment forget, that
while he is a partner in the concern, and as an honest
man, is bound to conduct it in as faithful and diligent a
manner as he would his own private affairs, that he is at
the same time appointed to a solemn trust, in having the
interests of numerous others, equally intercsted with him-
self, under his management and control. In fact, unless
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the director of a bank is a man of strict integrity, he is
placed in a position calculated to be productive of great
mischief. He is invested with power to ruin the fortunes
of others, and to inflict much commercial evil upon the
community. Where there is a wani of integrity, there is
a want of principle, and the bank must necessarily be
mismanaged.

“4. A bank director should be a man of influence and
respectability. He ought to be a man well known and
respeeted in the district. Such a man is desirable in a
variety of ways. He adds his own personal respectability
to the establishment, and he influences the favour and
support of his friends and acquaintances. His standing
in society gives the public confidence in the establishment
with which he is connected—and they bring their money
and business to its support; the paper of the bank
becomes more readily current in the district, and the
weight of his influence destroys any suspicion of its
stability.

“5. A bank director should be in good pecuniary cir-
cumstances. It would be a most wholesome regulation,
were it stipulated in all deeds of settlement, that no bank
director should be privileged to overdraw his account.
The great facilities which directors cnjoyed of raising
money from overdrawing their bank accounts, have, in some
instances, resulted in extensive commercial disasters, and
in the total wreck of large establishments. The tempta-
tion to speculations of all descriptions which such facilities
hold out; necessarily increases the risk of the bank, and
induces a less rigid inspection of the accommodation
afforded to other customers. Where those who are en-
trusted with the management of the bank forget the
extent and importance of the trust reposed in them, and
begin to enter into unwarrantable speculations with the
funds committed to their care, it is not supposable that
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they will be particularly scrupulous as to the gencral
management of the affairs of others.

«6. A bank dircctor should be one who can bestow
some attention upon the affairs of the establishment. It
has appecarcd in evidence that gentlemen have been ap-
pointed, and have accepted the office of dircctors of banks,
who gave little or no attention to the affairs; who, in fact,
appear to have considered that the office of director was
conferred on and accepted by them, more for the purpose
of complying with the letter of the deed of settlement,
which enjoined the appointment of a certain number of
directors, than from any idea of their being cxpected, or of
its being necessary for them to know anything regarding the
management. The conscquence of this has been, that the
dutics which the sharcholders devolved upon, perhaps, six
individuals, were confined to two, or possibly only one,
and the others approving, without suitable knowledge or
proper inquiry, of all their acts, the mass of sharcholders,
as well as an cextensive commercial circle, have been in-
volved in the disastrous results of mismanagement. It is
altogether an anomaly that any man, or body of men,
should have the credit, honour, and distinction of being
managers and dircctors of a bank, and yct not exercise
any of the active functions and important duties that
relate thereto. Upon what principle can they undertake,
as by accepting the office they unquestionably do, to dis-
charge a solemn trust, in faithfully administering the
affairs of a bank, into which they make it no part of their
business to look? Were the fact not very well known, it
would seem absurd; yet it is not the less absurd that it is
known,” *

* These ohservations are taken from the “Philosophy of Joint-Stock
]fﬂnking,” by G. M. Bell. (Longmun.) I recommend the perusal of this
little work to all dircctors and managers of joint-stock banks.
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Mr. Taylor, in his ‘ Statesman,” makes the follow-
ing observations upon the age of members of public
boards :— *

“ Boards, or other co-operative bodies, should be so formed that youth-
fulness and clderliness may meet in due proportion in their connsels. 1f
any such body be wholly composed of elderly men, it will commonly e

“found to be incflective, so far as invention of new courses, and infre.
pidity of purpose is required; and perhaps, also, uncqual to any unusual
amount of spontancous activity. If, on the other hand, it be composed
wholly of young men, its operations will probably be wanting in circum-
spection ; and the foresight by which it will he guided will be too keenly
dirceted to the objects of a sanguine expectation—too dully to prospects
of evil and counteraction. The respective positions in life of the young
and the old operate to these results not less than their temperaments;
for the young have their way to make—their reputation to earn—and it
is for their interest to be enterprising, as well as in their nature; {he
old have ascertained their place in life, and they have, perhaps, a repu-
tation to lose.”

The new Act requires that provision shall be made in the
deed of partnership “for the retirement of at least one-
fourth of the directors yearly, and for preventing the
re-election of the retiring directors for at lcast twelve
months.” .

III. Joint-stock banks have a principal officer, called &
manager.

“The prudent and satisfactory management of a Joint-
stock bank very materially depends upon the upright and
consistent discharge of those social duties and reciprocal
interchanges of confidence which ought to characterisc
the directors and manager.

“The manager, from his experience, and the importance
of the office he fills, is entitled to the kind consideration
and entire confidence of the directors. He is selected by
them to occupy an arduous and highly responisble situa-
tion, and ought to be rewarded not merely with an
adequate pecuniary remuneration, but with the respect
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and friendship of the directors, by whom he should be
considered in every respect, so far as regards the bank, at
Jeast upon an equally elevated footing. Without the con-
fidence and friendship of the directors, he can neither
take his place at their meetings free from restraint, discuss
with them matters relating to the welfare of the establish-
ment with composure, nor appear before the customers
with that satisfaction and independence which is required
to the proper discharge of his duties. Having placed him
in the position of manager of the bank, it is their duty
always to contemplate him in that light, to respect and
confide in his opinions and conduct, which in many cases
have been formed by long years of active and arduous
employment in the profession; and to speak well of him
among their friends and acquaintances. In the degree in
which the manager is respected, and well spoken of by
the directors, will respect and confidence be extended to
him, and consequently to the establishment, by the public,
and a good opinion entertained of their judgment and dis-
cernment in his selection.

“The conduct of the manager ought to be characterised
by great circumspection and uprightness. He ought, un-
questionably, in every instance, to be chosen for his busi-
ness qualifications, and not because he is a rich man, a
gentleman, a man of fashion, or a man with an extensive
circle of friends. To choose him on account of any one
of these qualifications, and not principally from his prac-
tical experience of banking, would be similar to appoint-
ing a man to the care and management of a steam-engine,
who knew nothing of its mechanism, nor the nature of
its operation, but was recommended solely because he had
a taste for travelling; or it would be like placing a man
at the helm to pilot a vessel over quicksands, and through
a reef of rocks, who knew nothing of a seafaring life, but

0
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was fond of contemplating the grandeur of the elements.
The manager of a joint-stock bank ought to be chosen
exclusively for his experience in banking; other qualifica-
tions are well enough in their own place, but ought never
to be taken into consideration in choosing a person to act
as manager of a bank. In this way a stimulus is given to
persons of talent, who may be looking forward to the
reward of a life of toil and drudgery; and thus merit is
patronised and protected. In a well-regulated office no
one will be promoted over the head of another, but a
prudent selection being made at the outset, a system of
regular promotion should be uniformly practised.

“The manager of a bank may be contemplated in three
important points—in his intercourse with the customers
and the public; with the directors; and with the sub-
ordinate officers of a bank. In each of these departments
he has important duties to perform. He must be scru-
pulously diligent in his attention to the affairs of the
bank, courteous in his interviews with the public, affable
and unreserved in his communications with the directors,
and kind and conciliating towards the subordinates of the
bank, treating them as those who may be one day placed in
a similar situation with himself. The days are now gone
past when a man of business was considered in the light
of a machine—a mere automaton for the purpose of form-
ing figures and casting up accounts; but it is still neces-
sary, enlarged as our views of the powers and capabilities
of the human mind are, in order to the proper manage-
ment of any business, that it be carefully attended to.
The manager of a joint-stock bank, being allowed a com-
petent salary, cannot be justified in occupying his time
with any other employment which may occasion his
absence from the duties of the bank. But it is not in-
tended to insinuate that he must be a man of one ides,
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and restrained from turning his mental acquirements to
his own amusement or profit. This would be as absurd as
it would be unreasonable. Nor is it meant that a man of
business may not be also a man of great erudition, and it
may happen, of literary and scientific eminence. On the
contrary, it cannot be denied that, in the present day, this
is often the case. What is contended for is, that the bank
is entitled to, and ought to have, his close and chief
attention.

“As it is obvious that he cannot manage any other
trade or profession, without sacrificing or delegating more
or less the duties he owes to the bank ; it seems also very
doubtful whether he can be justified in taking a prominent
part in public or political affairs. There are two argu-
ments against his being a public character: the first is,
that he may be drawn away during the hours of business;
the second, that, by becoming a partisan, he is certain of
being more or less obnoxious to a portion of the inha-
bitants, and, it may be, of the bank’s customers. A man
whose mind is occupied in framing political speeches, in
promoting political schemes, and whose time is partially
given to political, magisterial, or other meetings, cannot
possibly, from the exciting nature of such subjects, give
that cool, deliberate, and uniform attention to the duties
of the bank which they necessarily require.

“The customers ought always to be treated with civility
and kindness, their business transacted promptly and
cheerfully, and every inquiry regarding their accounts, or
any matter of business, readily and satisfactorily explained.
When an accommodation is to be declined, it ought to be
done in‘as polite and inoffensive a manner as possible—
the manner of a refusal being of paramount moment to
the character of a manager.

“The shareholders, being, in other words, the pro-

02
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e prietors of the bank, are to be received with that freedom
and confidence which is due to their character as such, but
without compromising or revealing to them either the
business and accounts of each other, or of the customers
of the bank. :

“Next to being secret and cautious, a manager ought
to be prompt and decided in all his measures, free from
party influence, and firm in his purpose. A habit of
promptitude and decision is very essential to the proper
regulation of the business of a bank, and acquired by
forethought and circumspection. It is, perhaps, a con-
stitutional virtue which cannot be enjoyed by every one
in the same degree, but it is nevertheless a virtue which
every one may acquirc by proper attention. Nothing makes
a manager look more silly and contemptible than a hesi-
tating, dubious, and capricious manner. His answer ought
to be prompt and satisfactory ; he should be sufficiently ac-
quainted with business to say, at once, whether an act can
he done or not, and should appear free from restraint, and
not disposed to alter an opinion when once formed.” *

IV. In joint-stock banks the administrative functions are
usually distributed between the directors and the manager.

With reference to both private and joint-stock banks,
the distribution of the administrative functions is a most
important topic of inquiry. By what parties ought these
functions to he exercised?—We have spoken of “the
banker,” as though a bank consisted of only one person,
and this one person administered all the powers and func-
tions of the bank. But few banks consist of only one
person. One class of banks consists of two, three, four,
five, or six persons, some or all of whom attend to the
practical administration of the bank. Another class of
banks consists of a great many, it may be of several

* Bell’s Philosophy of Joint stock Banking.
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hundred persons, who appoint some dozen or score of
their own number to administer the bank on their behalf.

But how many soever the number of partners may be
in a bank, the administrative functions are in fact prac-
tically exercised by a small number of persons. A private

bank may consist of as many as six partners, but it is
rarely, we believe, that so many as six are actually en-

gaged in the business. When more than one are thus
employed their duties may be distributed according to
their seniority or other circumstances. In ordinary matters
there may be a division of labour, and each partner may
preside over a distinct department of the business. But
in all important cases there is usually one leading partner
who practically guides the others. When a bank has risen
speedily to eminence, it has generally been through the
talents of some one man. It does not follow that this one
man did not receive great assistance from the advice or
suggestions of his partners. It is the part of a wise man
to avail himself of the knowledge and wisdom of others;
and he will often gather much useful information from
men far below himself in general talents, There is,
perhaps, more uniformity, consistency, and energy in the
proceedings of a bank managed by a few partners than by
many. On the other hand, banks have sometimes been
ruined by placing too much power in the hands of one or
two of the partners.

In a joint-stock bank, though the number of directors
may be large, the daily exercise of the administrative
power is practically in the hands of a few persons. In
some banks this power is vested solely in the manager ;
sometimes in one or two managing directors ; sometimes
in a permasnent committee of two directors and the
manager ; and in other cases, in a changeable committee,
on which each member of the board takes his rota of
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service for two or three weeks in succession. In all cases,
however, the board of directors lay down the general
principles on which the bank is to be administered;
reports are made to them at their weekly meecting of the
actual condition of the bank in all its departments, and
all very important matters are reserved for their special
consideration.

V. Some joint-stock banks have many branches.

When the law existed in England that no bank should
have more than six partners, the branch system scarcely
existed. In some cases, a bank had a branch or two a
few miles distant, but no instance occurred of a bank
extending itself throughout a county or a district. But
with joint-stock banking arose the branch system—the
head office was placed in the county town, and branches
were opened in the principal towns and villages around.
The credit of the bank being firmly established, its notes
circulated freely throughout the whole district. The chief
advantages of this system are the following : —

There is greater security to the public. The security
of the whole bank is attached to the transactions of every
branch; hence there is greater safety to the public than
could be afforded by a number of separate private banks,
or even so many independent joint-stock banks. These
banks could have but a small number of partners—the
paid-up capital and the privatc property of the partners
must be comparatively small; hence the holder of a note
issued by one of the independent joint-stock banks could
have a claim only on that bank : but if that bank, instead
of being independent, were a branch of a large establish-
ment, the holder of a note would have the security of that
large establishment ; hence the branch system unites toge-
ther a greater number of persons, and affords a more

ample guarantee.
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The branch system provides greater facilities for the
transmission of money. The sending of money from one
town to another is greatly facilitated, if a branch of the
same bank be established in cach of those towns, for all
the branches grant letters of credit upon each other.
Otherwise you have to ask the banker in the town from
which the money is sent, to give you a bill upon London,
which is transmitted by post; or you request him to
advise his London agent to pay the money to the London
agent of the banker who resides in the town to which the
money is remitted. This takes up more time, and is
attended with more expense. A facility of transmitting
money between two places usually facilitates the trade
between those places.

The branch system extends the benefits of banking to
small places where independent banks could not be sup-
ported. An independent bank must have an independent
board of directors who in most cases will be better paid—
the manager must have a higher salary, becausc he has a
heavier responsibility, and a large amount of cash must be
kept unemployed in the till, because there is no neigh-
bouring resource in casc of a run. There must be a
paid-up capital, upon which good dividends are expected ;
a large proportion of the funds must be invested in ex-
chequer bills, or other Government securities, at a low
interest, in order that the bank may be prepared to meet
sudden calls; and the charge for agencies will also be
more. On the other hand, a branch has seldom need of
a board of directors, one or two being quite sufficient—
the manager is not so well paid : there is no necessity for
a large sum in the till, because in case of necessity the
branch has recourse to the head office, or to the neigh-
bouring branches; mor is a large portion of its fund
invested in Government securities that yield but little
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interest, as the head office takes charge of this, and can
manage it at a less proportional expense. Besides, at
some branches the manager attends only on market days,
or once or twice a week. The business done on those
days would not bear the expense of an indepeundent
establishment.

The branch system provides the means of a due distri-
bution of capital. Some banks raise more capital than
they can employ, that is, their notes and deposits amount
to more than their loans and discounts. Others employ
more capital than they raise, that is, their loans and
discounts amount to more than their notes and deposits.
Banks that have a surplus capital usually send it to
London to be employed by the bill-brokers. The banks
that want capital must either restrict their business, or
send their bills to London to be re-discounted. Now, if
two banks, one having too much, and the other too little
capital, be situated in the same county, they will have no
direct intercourse, and will consequently be of no assist-
ance to each other: but if a district bank be established,
and these two banks become branches, then the surplus
capital of one banch will be sent to be employed at the
other—thus the whole wealth of the district is employed
within the district, and the practice of re-discounting bills
in London will be proportionably diminished.

The branch system secures a better system of manage-
ment. The only way to secure good management is to
prevent the formation of small banks. When banks are
large, the directors are men of more wealth and respect-
ability—they can give large salaries to their officers, and
hence can command first-rate talent—there will be a
more numerous proprietary ; and in a large number there
will be always some active spirits who will be watchful of
the conduct of the directors and the manager ; besides, in a
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numerous proprietary there is a greater number of persons
eligible to be directors, and consequently there is a wider
choice. In populous cities, such as London or Man-
chester, a large bank may be formed without branches—
but in smaller places there is no way of forming. a large
bank but by giving it branches throughout the district.
A branch bank in a small town will probably be better
managed than an independent bank in the same place.
The directors and manager of the branch will be appointed
by the directors at the head office, assisted by the general
manager, who are very competent to judge what qualifi-
cations are necessary for these offices, and who would not
be biassed by local partialities. But the directors of the
independent bank would most likely be self-appointed, or
chosen by the proprietors, because no others could be
obtained, and these directors would appoint some friend
of their own to be manager. The manager of the branch,
besides the superintendence of the directors, which he has
in gommon with the manager of the independent bank,
will be subject to visits from the general manager or the
inspector ; and he must send weekly statements of his
accounts to the head office. The consciousness of respon-
sibility will thus secure a more anxious attention to his
duties ; and besides, he will probably be looking forward
for promotion to a higher branch as a reward for his
successful management. These circumstances seem to
ensurc a higher degree of good management to the
branch.

At the same time, it must be admitted that banks
with numerous branches require a proportionate paid-up
capital, and that the capital be kept in a disposable form ;
it also requires vigilant and constant inspection, and a
rigid system of discipline.

A proportionate paid-up capital is necessary, because,
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in case of a run, there are a greater number of points
of attack; hence the funds must be divided to meet
all these possible attacks, for if one branch be over-
powered, the whole bank is immediately exposed to
suspicion.

Another danger arises from the incompetency or negli-
gence of the managers of branches. Among a number of
men, it is not likely that all are clever, and all prudent ;
and one case of neglect on the part of one manager may,
in times of alarm, throw discredit on the whole establish-
ment. Besides, there is sometimes danger even from the
zeal of the branch managers. Each manager is naturally
anxious to increase the business of his own branch; and
he will perhaps find that the most easy way of doing this
is to extend his loans and discounts. Hence each manager
tries to employ as much capital as he can; and the urgent
remonstrances he receives from head quarters, requiring
him to restrict his discounts, are either evadeéd or delayed.
Thus the bank proceeds until some heavy demand for
money arises at head quarters, and it is then found that
all the capital of the bank has been-absorbed by the
branches. These advances cannot be suddenly recalled,
and thus the bank is ruined.

What number of branches a bank ought to have, and
what distance they ought to be from the head office, have
been the subject of much discussion. No general rules
can be given. The subject may very safely be left to the
discretion of the banks themselves. Several of the banks
in Scotland have from thirty to forty branches. The Pro-
vincial Bank of Ireland, whose head office is in London,
have branches spread all over Ireland. I am not aware
that in these cases any danger or inconvenience has been
experienced. When branches are found troublesome or
unprofitable, they will very soon be discontinued. In
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some instances, even in Scotland, the branches of the
larger banks have been withdrawn in consequence of
being unable to sustain a competition with the local
banks of the district.

Had the Act of 1826 permitted joint-stock banks of issue
to be established in J.ondon, we should probably by this time
have had ten or a dozen banks having their head quarters
in London, and cxtending their branches throughout the
country. But as the law prohibited joint-stock banks being
established within sixty-five miles of London, it neces-
sarily gave rise to banks occupying particular districts in
the country. The advantages which are alleged to belong
to the district system are the following :—That the bank
will be better adapted to the wants and habits of the
people—that a local feeling will be excited in its favour,
hence the inhabitants of the district will take shares, and
the occurrence of runs upon the bank will be less pro-
bable—that a better system of management may be
expected, as it can more casily be governed, and will be
more under control—that a panic in the district will not
affect the other parts of the country, and hence supplies
may be more easily obtained—that banks will be of a
moderate size, and hence will be attended with the advan-
tages arising from numerous banks acting as checks upon
each other, instead of a few large banks who may combine
for objects injurious to the nation ; and that as each bank
will have an agent in London, the bills they draw will
thus have two parties as securities, and the public will
have a pledge that there is no excessive issue in the form
of kites or accommodation bills. On the other hand, it
may be contended, that in Scotland the large metro-
politan banks which have branches extended throughout
the country, have generally been more successful than
the provincial or district banks—that there is a greater
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security to the public for the notes or deposits—that
advances are not so likely to be made to speculative
parties merely on account of their local influence—that
the capital raised in one part of the country can be
employed in another—that the transmission of money
from one part of the country to another is more rapid and
direct—that the establishment of the bank, being on a
larger scale, you have a superior class of directors, and
can demand the services of higher talents in those who
are employed as officers.

It does not appear that these two systems are neces-
sarily at variance with each other. County or district
banks have no doubt many advantages, but they do not
seem to supersede banks on a larger scale.

VI. Joint-stock banks have an annual meeting of share-
holders, to whom is usually exhibited *a balance-sheet
showing the assets and liabilities of the bank.

All banks do not exhibit a balance-sheet. The practice
is said to be open to the following objections : —

1. That it is not a fair criterion by which you can form
any judgment of the real condition of the bank. You
might see that the bank had a certain amount of securi-
ties, or had advanced a certain sum upon loans; but
whether those securities were available, or whether those
loans could suddenly be called up, are points upon which
the balance-sheet could give no information. The Agri-
cultural and Commercial Bank of Ireland published a very
satisfactory balance-sheet a few weeks only before they
stopped payment.

2. It lays the bank open to attacks from its rivals
or opponents. The balance-sheet will show in what way
the funds of the bank are employed, but it will not state
the reasons why they are so employed. The ppponents of
the bank may attack every item of the balance-sheet, and
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the directors may not be able to repel those attacks
without a breach of confidence that would be injurious to
the establishment. Suppose, for instance, the balance-
sheet should show that the bank had advanced a few
thousand pounds upon mortgage. This might be justly
considered as a departure from the sound principles of
banking ; yet it might in this case be justificd by some
peculiar circumstances, which, nevertheless, the directors
could not publish without serious injury to the parties
concerned. The production of a balance-sheet is advo-
cated upon the ground that it would enable the share-
holders to judge of the ability and prudence of the
directors. But how can they do this without knowing
the reasons by which the directors are influenced in their
decisions ?

3. It causes a great deal of speculation in the shares.
The shareholders and the public would form their opin-
ions of the bank from the statements in the balance-
shect; and according to these opinions the price of the
shares would fluctuate in the market. Suppose it were
seen that the bank had invested a large portion of its
funds in Government securities, and it was known that
during the year the price of those securities had expe-
rienced a considerable fall, would not the bank shares
immediately fall too? Again, suppose at the end of a
year like 1836, it should appear that the bank held a con-
siderable amount of overdue bills, the apprehension of
loss would cause the bank shares to fall ; soon afterwards
these bills might be paid, and then the shares would rise
again.—Thus, the publication of balance-sheets would keep
the prices of shares in perpetual fluctuation, and furnish a
most frujtful source of speculation and gambling.

4. It is perfectly inefficient as a protection against
fraud. The balance-sheet, it seems, is to be a check
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upon the directors, and yet the directors themselves
are to prepare the balance-sheet. They must be stupid
knaves indeed, if they produce such a balance-sheet as
shall expose their own knavery. Besides, the balance-
sheet merely shows the state of the bank on one day in
the year. Would it not be easy to put the bank on that
day in such a condition as would give satisfaction to the
shareholders? :

VII. At the annual meeting, the directors announce
the amount of the profits and the mode of their distri-
bution.

The first appropriation of the profits is, to pay to the
shareholders a dividend on the capital. But all the profits
are not usually thus appropriated; a certain portion is
generally retained as a rest, or surplus fund, or, as it is
sometimes called, a guarantee fund. This last title has
led to an erroneous impression with regard to the nature
and purposes of this fund. It is not designed as a
guarantee to the depositors for the amount of their de-
posits—these are guaranteed by the paid-up capital and
the liability of the shareholders—but as a guarantee to
the shareholders for the uniformity of their dividends.
Should the profits in any one year fall below the sum ne-
cessary to pay the usual dividend, the deficiency may then
be taken from the surplus or guarantee fund. The amount
of this fund, therefore, will be regulated by the amount of
the transactions, and the consequent danger of loss. But
it sometimes happens that after paying a liberal dividend
the surplus fund accumulates far beyond the sum neces-
sary for the above purpose. In this ease a portion of the
fund may be employed either in still further increasing
the dividend, or it may be distributed to the shareholders
in the form of bonuses, or it may be added to the capital.
The course to be adopted must depend upon circum-
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stances. When the capital is small, it will probably be
best to make an addition from the surplus fund; but
when the capital is sufficiently large, the best way will be
to give an occasional bonus to the proprietors. This is
usually better than increasing the dividend. For if the
dividend be once increased the same rate of dividend will
always be expected. And it is better not to make any
advance, unless there is good reason to believe that the
same rate will always be maintained.

When urging the establishment of a surplus fund, we
are met with the remark that we are not bound to do
anything for posterity, inasmuch as posterity have done
nothing for us. We recollect meeting with this joke
many years ago, we think in “ Joe Miller.”” As it is so
frequently repeated, we presume it is thought to be witty.
We profess not to be a judge of witticisms. As a piece of
reasoning it seems very unsound. To deny ourselves present
gratifications in order to make provision for the future, is
one of the most important lessons that reason teaches to
man. Nor is it for posterity, in the present case, that
the provision is made. All bank proprietors should wish
that it may be so; but it is very probable that within
their own life-time some untoward events may occur that
will require a portion of the reserved fund to keep up the
ordinary dividend. :

Those. persons are under a mistake who object to a
reserved or surplus fund on the ground that it takes away
the profits from the existing shareholders, and gives them
to the future shareholders. This is not the fact. An
existing shareholder who keeps his shares until the fund
is in some way distributed, receives of course his portion
of the fund. But an existing shareholder who sells out
his shares before the fund is distributed, receives the value
of his portion of the fund in the price of his shares. The
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awount of the surplus fund will influence the market-value
of the shares. In proof of this, we may observe that after
a bank has declared a bonus the market-price of the shares
usually falls, as in fact, ceteris. paribus, it ought to do.

We consider it of high importance that a bank should
maintain an ample surplus fund. Without such a fund,
the dividends will fluctuate very widely, and sometimes
there may be no dividend at all, even though upon a series
of years the bank may have been very successful. Even
if it is known that a bank has met with losses, its credit is
not so much affected when it has an ample reserved fund
to fall back upon. And besides the ordinary losses in the
way of business, a bank will sometimes, in a season of
pressure, be called upon to sustain loss by the realization
of securities, and it is very convenient to have a surplus
fund sufficiently ample to bear all these contingencies.
Such a fund too has a moral effect in strengthening the
reputation of the bank in public estimation. It is re-
garded as an indication that its affairs are governed by a
wise and prudent administration.

It will assist us in forming a correct judgment as to the
principles on which joint-stock banks ought to be ad-
ministered, if we take a view of those banks that have
fallen, and notice the causes to which their failure may be
assigned. In investigating these causes we shall find that
the disasters which have befallen joint-stock banks have
arisen not from any unsoundness in the principles of
joint-stock banking, but purely from mal-administration.
It was predicted by their opponents that they would be’
ruined by the excessive issue of their notes: but the
banks that have failed have been chiefly those that did
not issue notes. It was stated they would be ruined by
carrying on an extensive business with a small capital ;
but among the banks that have stopped have been some
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of the largest capital. It was supposed they would be
ruined by unprincipled men getting to be directors, who
having no property of their own, would care little about
squandering the property of others. But the fallen banks
are chiefly those which were governed by honourable
men; and the greatest sufferers have been the directors.
Nor can it be said that the joint-stock banks have made
their losses by engaging in speculations unconnected with
banking. Private bankers have done so. But joint-stock
banks are confined by their decds of settlement to the
business of banking. Nor has it appcared—except, per-
haps, in the Isle of Man Bank—that they have violated
their decds in this respect. To what then must we
ascribe the failure of so many joint-stock banks? We
reply, To mal-administration ; or, in other words, to bad
management. And this leads us to inquire, In what way
has this mal-administration been exemplificd? What are
those erroncous principles that have led to these fatal
results 7 Without attempting to enumerate them all, we
will endeavour to specify a few of the most prominent.

I. Taking the unsound business of other banks.

Onc cause of the rapid extension of joint-stock banks
in 1836, was the “merging” of numerous private banks.
I obtained from the managers the names of these private
banks, which werc printed as an appendix to the “ History
of- Banking in America,” published in 1837. This list
was afterwards extended, and inserted in the Bankers’
Magazine for 1844. Thus it appears that 138 private
banking establishments have merged in joint-stock banks.
Some of the private banks sold their business after the
joint-stock banks had come into operation. Others
formed a joint-stock bank upon the private bank, the
senior partner often becoming a director, and the junior
Partner the manager, of the new bank.

P
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In by far the majority of cases, these unmions, or
“ merges,” were advantageous to both parties. The pri-
vate bankers obtained the value of the business they had
surrendered, and an interest in the future prosperity of
the bank they had joined. On the other hand, the new
joint-stock bank acquired a business already formed, and
also obtained the advantage of the practical knowledge
and superintendence of experienced bankers,

But in some instances the bargain was a disastrous
one for the joint-stock bank. The bad and overdrawn
accounts were taken without due cxamination, and soon
afterwards occasioned considerable loss. The loss of the
purchase-money was generally by far the smaller loss of
the two. A joint-stock bank in the west of England
purchased a private bank in a country town for a large
sum, and took the overdrawn accounts without a guarantee.
These accounts were considered good at the time, but a
few years afterwards the parties failed, and the joint-stock
bank lost considerably. A joint-stock bank gave to the
Northern and Central Bank, the sum of 6,5001. for their
business at Leeds, after they had stopped. The accounts
they took over were afterwards the occasion of great loss.
The Isle of Wight Joint-stock Bank was formed upon a
private bank, but'a few months only had elapsed when
they found they were insolvent from the losses that would
arise from the bad accounts they had accepted. They
immediately determined to wind up, and transfer their
business to the National Provincial Bank of England.
Other instances might be adduced of joint-stock banks
having been founded on private banks which are now
supposed to have been, at the time, in a state of in-
solvency.

I1. Some banks have sustained losses hy making ad-
vances on dead security.
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Instead of the word ““some,” we think we might usc
the word “all.”” For among the banks that have failed
we doubt if we could find one that had not sinned in this
respect. But the greatest sinners were those banks that
were established in places of the greatest trade. All the
banks at Newcastle advanced money on collieries, and
also on other public works. The banks of Manchester
madc advances on mills and manufactories, as did also
some of the banks at Leeds. These advances were at-
tended with several cvil cffects. In the first place, there
was a lock-up of capital, which restrained the operations
of the bank. To relicve themselves from this restriction,
they took bills for their loans, and re-discounted them in
the London money market. The facilities thus obtained
induced them to extend this system of advance. Bills
were perpetually renewed, and perpetually re-discounted.
At last a pressure came, and the renewed bills could not be
re-discounted. The bank could not take up the old bills
that were returned, and consequently stopped payment.
Sometimes too the bank tried to relieve itself from this
pressure by increasing its drafts on its London agent.
It has for a long time been the practice in Lancashire to
pay for cotton with a three months’ banker’s bill. Banks
in difficulties avail themselves of this practice to make
all their advances by drafts on London, instead of cash.
The Bank of Manchester had at one time an enormous
circulation of this kind.

Another effect was that, however good the security might
be at the time the advancc was made, when a change took
place in the state of trade, its value fell much below the
amount of the advance ; and in some cases it could not be
sold at any price. But the evil did not stop here. As the
Property given as security would have been worth nothing
if not worked, the bank was induced to make farther

r2
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advances, to carry on the works on‘their own account. A
colliery, if not kept in operation, soon gets out of order;
and it will then require a considerable sum to set it at work
again. Hence some of the collieries at Newcastle were
worked by the banks; and mills in the neighbourhood of
Manchester were carried on in the same way. The plan,
however, does not often succced. It is generally throwing
good money after bad. The ultimatc loss is usually in-
crcased. We may just observe in passing, that the banks
in the East Indies get involved in the same way, through
making advances on indigo works. These works are of no
value except kept in operation; and hence it has occurred
that a bank which has made an advance, is compelled to
carry on the works to kecep up the value of its security.
To show that a bank governed by the strictest rules may
sometimes be drawn into transactions of this kind, it may be
observed that at the present time an iron concern in Wales
is said to be carried on by the Bank of England. Tt he-
longed to the Governor and Company of the Mines Royal.
The bank made an advance on mortgage to this corporation
during the pressure of 1847, and now takes the profits of
the works, Some joint-stock banks have made advances
upon buildings. This has occurred chiefly in places where
there has been an increasing population. A few years ago
a joint-stock bank in a town of fashionable resort, advanced
large sums to builders upon the security of the houses they
were erecting. The houses did not let—they could not be
sold for anything like the cost price—the builders werc
ruined—and the loss fell upon the bank. The bank had
recourse to the expedient of re-discounting the builders’
bills; but after a while it was compelled to stop payment.
In agricultural districts, banks have sometimes made con-
siderable advances to farmers and graziers. Indeed it 1
almost a universal practice to do so at some seasons of the
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year. These advances#re not individually of large amount,
and arc not usually attended with much loss—not with
anything like the losses incurred by advances on collieries,
mills, and houses. But it is a lock-up of capital until the
year comes round. And when the system has been
carried to too great an cxtent, the bank has become em-
barrassed through the want of funds,

IIT. Some banks have lost large amounts, through
advances made by way of loan or discounts to men cn-
gaged in speculative undertakings.

Two of the banks that stopped at Newcastle-upon-Tyne
sustained great losses through advances to corn-merchants.
Speculations in corn are usually carried on more by bills
than by loan. A merchant buys a quantity of corn, and
places it in the hands of a factor, and draws bills for
somecthing under the market value, leaving the factor a
margin to guard against loss. Ie gets these bills dis-
counted, buys more corn, which he also places in the
hands of his factor, and then draws fresh bills. This
second batch of bills he also gets discounted, and buys
more corn; and thus he goes on in the samec coursc,
Now if he thinks the market will rise (as all speculators
do), he will not allow his factor to sell the corn ; but when
the first bills fall duc he will renew them, and with the
produce of the new bills, when discounted, he will pay
the old ones: It is thus that a large speculation may be
carried on with a small amount of capital (and that may be
borrowed from the bank), and all the speculation is kept
afloat by bills. These bills are always for large amounts,
and when the parties fail the losses are usually heavy. The
failures in the corn trade in 1847, fell heavily on the bank-
ing and monied interests. It was the stoppage of Messrs.
Lesley, Alexander & Co. the corn factors, that caused the
stoppage of Messrs. Sanderson & Co. the bill-brokers.



214 A TRACTICAL TREATISE

Wool is another “heavy article,” as it is called : that
is, it costs a great deal of money, and the bills are usually
for.large amounts. Occasionally there is much specu-
lation in this article. A joint-stock bank that failed in
Yorkshire, is said to have lost large sums by persons
engaged in this trade.

Builders are generally a speculative class. Banks that
advance money to parties engaged in this trade have
usually to take possession of the buildings. We have
already noticed an instance of this in the conduct of a
joint-stock bank.

People who speculate in railway and other companics
are dangerous customers to a bank. A joint-stock bank
that failed at Leeds is said to have lost considcrably by
advances to share-brokers and others, upon the sccurity
of their shares.

It may be remarked, that it is generally bad policy in
a bank to make a very large permanent advance to any
one customer. The word ““large” is a relative term, and
must be understood with reference to the extent of busi-
ness that the customer is carrying on, and to the means
of the bank. It is not the business of bankers to supply
their customers with capital to carry on their tradc.
But it is their business to make temporary advances, and
these advances may sometimes be large. In such cases,
the banker should have a kind of security, that shall not
only secure the debt, but shall prevent its becoming per-
manent. Almost every bank that has failed can point to
some one, two, or three large accounts to which it mainly
ascribes its failure. The temporary stoppage of the
Royal Bank of Liverpool is attributed to an advance of
this sort.

But the worst form of illegitimate advance is that
which is made by a bank to one of its own directors.
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Some of the banks at Manchester sinned grievously in
this respect.

A Dbank that is known to act imprudently in making
large advances will occasion a suspicion that its smaller
advances arc made with, at least, equal imprudence. A
large number of imprudent small transactions may be as
fatal to a bank as a smaller number of a larger amount.
A sum which appears small as a loan, will appear large as
aloss. A manager who accustoms himself to examine all
the circumstances connected with the small bills he dis-
counts, will acquire a habit of investigation that will guide
him with_safety in dealing with large transactions. But
if he get into a laxity of manner in regard to small
amounts, he will ultimately deal less carefully with large
sums, and be in danger of making great losses. In
every casc the rules of sound banking should be strictly
applied.

IV. Some banks have become involved in difficulties
through a general want of system and discipline in con-
ducting its affairs. This laxity usually shows itself in
two ways—the absence of a good system of book-keeping,
and the want of a proper control over its branches.

We could not adduce a more striking illustration of
this observation than has been furnished in the history
of the Agricultural and Commercial Bank of Ireland, as
rclated before a Committee of the House of Commons
in the year 1837. The following are cxtracts from this
evidence. The books at the hcad office had not been
posted for four months. There were no stock hooks,
showing the amount each shareholder had paid on his
share. There were no books showing the amount of the
circulation.. An auditor states: ¢ They showed us no
general account—their books were in a perfect chaos.”
They had no account at the head office by which they
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could check any transaction at the branches. Bills were
sent away to be re-discounted without any entry of them
being made in the bank books. At the branches there
was no regular system of accounts. At no one branch was
there a system of accounts that formed an adequate check
upon the amount of notes in circulation; “and from one
branch we were told that returns had not been made to
the head office for fourteen months, and from another for
six weeks, and there was no question about it from the
head office.” *

We will not intimate that anything like this has ever
existed in 2 joint-stock bank in England. We never
heard that any one has had any difficulty in making out
a statement of its affairs. 'With some banks, however,
there has been a laxity in regard to the government of
their branches. The system of inspection was not well
understood—the returns from the branch were not so
ample as they should have been—and the orders of the
head office were not rigorously enforced. We could men-
tion the names of several fallen banks that lost very con-
giderably by their branches. In some cases the banks
had opened branches in towns that required an amount of
capital disproportionate to the means of the bank, and
their administration had been entrusted to parties who
had neither banking nor local knowledge.

A good system of book-keeping cannot be too highly

! valued. Its object is not merely to secure accuracy of

accounts between the bank and its customers. A further
object is to classify and arrange all the transactions in such
a way as easily to produce a weekly balance-sheet, showing
the actual condition of the bank. Nor must it be supposed

* Tt is to be feared that some of, the English country banks are too
neglectful in regard to book-keeping. Sce the case of the Honiton Bank,
in Burgess’s Circular to Bankers, February 2d, 1849,
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that such abstracts or balance-sheets are intended merely
for the use of the dircctors. They are of the utmost use
to the manager, and should be the subject of his constant
study. A manager who, day after day, attends only to
individual transactions, and that, too, possibly in a state of
mental excitement, may involve his bank in difficulty, even
though cach transaction may, upon its own ground, be
perfectly justifiable, unless he attends to those summaries
and classifications of his transactions which are presented
in the weekly balance-shect. He will there seec on one
side the means of the bank, and on the other the way
in which his funds are employed. He will notice if his
loans, or overdrawn accounts, or past-duc bills, are unduly
increased. If a good system of book-keeping does not
prevent a manager from going wrong, it will prevent his
going wrong without knowing it. If he act unwisely, his
balance-sheet will stare him in the face and remind him
of his faults.

It is a great defect not to take an accurate estimate of
the losses every half year before striking the balance of
profit and loss. It is clear, that common sense and
common honesty require that the loss should be taken
into account as well as the profit. Yet some of the banks
that failed went on, year after year, exhibiting a balance-
sheet to their shareholders showing a respectable profit,
which enabled the directors to declarc a fair dividend, and
to make an addition to the reserved fund. While the
annual balance.sheets thus showed a steady increase of
profit, the bad debts had actually eaten up the whole of
the capital.

Another defect is, not to have an account in the general
ledger showing the amount of bills re-issued or re-dis-
counted, The amount of these bills not due should appear
on both sides of the account—on one side as a liability, and
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on the other as an asset. For want of doing so some banks
have not been able to ascertain easily what amount of
bills they have under re-discount. But it is important to
know this. For it may be expected that, during a season
of pressure, no small portion of these bills will be returned
unpaid, and the bank must find funds to take up its
indorsements. If they fail to do this, it amounts to a
stoppage of payment. In fact, the amount of such bills
suddenly returned has in some cases been the immediate
cause of a bank stopping payment.

We have no horror of numerous branches. When we
see that in Scotland the largest and most prosperous
banks have each a large number of branches, we are led
to believe that branches arc not attended with any dan-
gers which cannot be overcome by wise administration.
At the same time, we are ready to admit that numerous
branches require a peculiar mode of government, and a
rigid system of discipline. The chief officer of such a
bank should be a good banker, and something more. He
must be a good administrator ; that is, skilled in the admi-
nistrative department of good government.

In the first place, cach branch must have a good
system of book-keeping, and the system must be uniform
at every branch. Secondly, Care should be taken to
appoint efficient officers. Thirdly, A code of laws should
be drawn up, and the branch manager should be distinctly
informed as to the extent to which he may exercise his
discretion, and what cases must be referred for the con-
sideration of the directors. Fourthly, Weekly returns
must be made to thce head office of all the transactions,
and a half-yearly balance-sheet attended with full supple-
mentary details. Fifthly, Special reports should be occa-
sionally required, as special circumstances may occur,
either with reference to the branches generally, or with
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reference to a branch individually. Sixthly, An inspector
should be appointed for the purpose of visiting the
branches. His duties will be to explain the instruc-
tions of the directors, and to see that they arc properly
observed—to maintain a uniform system of transacting
business at all the branches—to instruct the officers of
the branch in their duties when necessary, and to com-
municate the knowledge he has acquired in visiting the
other branches—to answer any difficult or knotty ques-
tions that may be proposed to him by the manager, and
to consult with the manager as to the best means of pro-
moting the interests of the branch—to observe the talents
and capabilities of the several officers, and to recommend
for promotion any who secm to have qualities that might
be usefully employed in a higher department in the bank.*
In large banks there are usually several inspectors.
Branches should always be kept in strict subordination
to the head office. ~ Prompt obedience to orders is a duty
that must be rigidly cnforced. The chairman of the
Northern and Central Bank stated to the Parliamentary
Committee, that at some of the branches where the
heaviest losses had occurred, the managers had not obeyed
the orders they had received from the directors. Similar
accusations were made against some of the branch mana-
gers of the Commercial Bank of England. It is quite
impossible for any bank to be well administered as a
whole, if every branch is allowed to exercise an inde-
pendent authority. Upon this ground, some parties
object altogether to the appointment of local directors
at the branches, A local board, consisting of the branch
directors and the manager, are more likely than the

* We shall hereafler notice in detail the mode of conducting busi-
ness in the Provincial Bank of Ircland, as an illustration of the above
remarks.
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manager alone to assume independent authority—to post-
pone carrying out the directions they may receive from
head quarters—and to take upon themselves the respon-
sibility of acting somewhat at variance with the strict
letter of their instructions. And although local directors
may sometimes be useful in extending the connexions of
the bank, or in aiding the managers with information or
advice, yet, for the above or other reasons, they are now
in England but very seldom appointed. The branch is
under the sole care of a manager. The general manager
of the bank is not merely the manager of the head office,
but has authority also over all the branches. Whenever
necessary or expedient, he issues circular letters of instruc-
tion to the branch managers, and these instructions the
branch managers are expected to obey.

V. Some banks have been unfortunate in consequence
of having made no provision to meet contingencies.

This class of banks hes not fallen into any of the
practices that we have enumcrated. They have not, on
the whole, been badly managed, but they have traded to
the full amount of their means, and have kept no reserve,
either in Government stock, exchequer bills, or bills of
exchange, to meet those contingencies to which all banks
are liable One bank of this class had, during the railway
speculation, received from some of these companies a
large amount of deposits. A portion of these deposits
was lodged, as its agent, with another bank. That bank
stopped. This bank was, conscquently, unable to pay
back the deposits to the railway companies. From this
circumstance, and the known connexion between the two
banks having damaged its credit, it was compelled also
to stop payment. Another bank had but a small capital,
but for a number of years it was exceedingly well
managed. In 1847 it had discounted, and again rc-
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discoun.ted, a large amount of bills on a first-ratc London
house that failed. The London house afterwards paid
20s. in the pound. But the directors concluded from
this circumstance that a bank with a small capital was
not in a condition to bear a large loss, and they resolved
to wind up the concern. After sustaining the losses and
cxpenses of winding-up, (and in such a case some losses
necessarily oceur,) the bank realized nearly the whole of
its paid-up capital. We doubt not that some of the other
banks that have wound up their affairs have done so from
causes similar to thosc we have described.

We consider that this head of our inqlfiry is not less
instructive than the four by which it was preceded. They
will teach us the vices we ought to avoid—this will teach
us the virtues we ought to cultivate. The lessons we
here gather are, that we ought not only to avoid all
mismanagement, but we ought also to provide for those
contingencies to which, even with goéd management, we
arc exposed. We ought to raise our capital in proportion
to our business, or else keep down our business to a level
with our capital —wec ought to have a surplus fund
adequate to meet any unforeseen loss — we ought to
lave a reserve of convertible securities ready to meet
contingent evils; and, finally, we ought always to keep
our bank in such a condition that, even if not successful,
we shall still be in a condition to wind up our affairs
without inconvenience to the public.

VI. We may observe, that these erroncous principles
of administration have sometimes been the result of a
defect in the constitution of the bank—of the appoint-
ment of incompetent persons—or of an unwise distri-
bution of the administrative functions.

Joint-stock banking did not grow up gradually in
England as in Scotland. On the introduction of this
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system into England, the directors were necessarily un-
acquainted with the practical operations of banking.*
For all the practice and experience were confined to the
private bankers, whom the new system was intended to
subvert. In some places there was a prejudice against
directors who were in business. Hence, officers in the
army, barristers, solicitors, medical men, retired trades-
men, and country gentlemen, were considered as the
most eligible directors. These boards of directors, all of
whom were unacquainted with banking, and some of
whom were destitute of business habits, had to encounter
difficulties which would have tried the most experienced
‘bankers.

The want of experience in a board of dircctors did not,
however, produce any dangerous consequences when they
appointed an efficient manager. He prudently advised
and instructed them. They gradually increased their
knowledge, adopted his principles, and were guided by his
counsels. By their daily intercourse with him, by thcir
own reflections, by the direction given to their thoughts,
and by the experience they acquired, they became in
a few years as conversant with their duties as the
manager himself. We believe this was almost uniformly
the case with those joint-stock banks that were formed
within five or six years after they were allowed to be
established in England. As a proof that such was the
case, it may be stated that the greater portion of the

* The chairman of the Northern and Central Bank gave the following
answers to a Committee of the House of Commons :— ,

“ Is there any onc of your colleagues in the direction of the bank that
had previous cxperience in banking business *—I do not think there
was onc.

“ Had the dircctors of the joint-stock banks about you many of them
had previous banking experience P—I do not recollect one.”—Commitéee
on Joint-Stock Banks, 1837.
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banks formed daring that period have, at the present
moment, the same managers they had at their com-
mencement.

But, after joint-stock banks were started as matters of
speculation, they increased more rapidly than efficient
managers could be found. The new banks naturally
enough looked to Scotland. But the Scotech banks had
the sagacity to raise the salaries of their principal officers,
to prevent their emigration to England. In some cases,
those Scotchmen who were appointed managers of English
banks, had never held office in a bank before, or else it
was ansoffice so inferior that all they knew about banking
was merely the routine of the office.  Wherever efficient
managers were appointed, whether English or Scotch, the
same cftects were produced as in the former cases. The
inexperienced directors acquired the knowledge and expe-
rience necessary to the discharge of their duties, and the
banks prospered. But sometimes the case was reversed.
The manager was inefficient, and the directors inexpe-
rienced, and then the effects were disastrous.

In some cases the manager laboured under an incon-
venience from being taken from a lower social position.
Not a few of the managers werc previously bankers’
clerks; and the appointment to the office of bank manager
did not, in England (as it does in Scotland and in Ireland),
raise him to the same social position as a banker. This
was injurious to the bank in several ways. It lessened
his influence with his directors. From the days of Solomon
to the present time, the degree of deference paid to even
good advice has depended upon the social rank of the
party who offered it:  Wisdom is better than strength ;
nevertheless the poor man’s wisdom is despised, and his
words are not heard.”* The public, too, had been so long

* Eccles, viil. 16.
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accustomed to private banking, that, seeing the manager
paid by a salary, they could not bring their minds to view
him as the banker, but considered him as holding an
office analogous to that of chief clerk in a private bank.
It may be feared, that in some banks the directors took
the same view, and thought that the influence and the
salaries of the two offices ought to correspond. These
impressions have now passed away. )

In some cases the manager was superseded in his func-
tions by the appointment of managing directors. The
manager was a man of banking knowledge and expe-
rience, but he had placed over him a couple of m#naging
directors, who had neither knowledge mor experience.
Consequently, his voice was ncver heard in the board-
room, and, with the name of manager, he acted only
in the capacity of a chief clerk. The manager was thus
deprived of the opportunity of discharging the most
important of his functions—that of giving advice to the
directors—and was required to confine his attention to
the more easy duty of obedience.

In other cases the managing directors and the manager
formed a secret committee, who alone were acquainted
with the actual condition of the bank. The directors of
the Bank of Manchester stated, in their first report, that
“two of their body, who are out of business, alone have
access to the accounts, and are authorized to advise with
the manager, when requisite, on the current transactions
of the bank. At the same time, each of the other directors
engaged, individually, to refrain entirely from inspect-
ing any of the customers’ hills or accounts; thus com-
bining all the secrecy of a private bank with the
advantages of a public institution.” The Bank of Man-
chester had at that time the largest paid-up capital of any
joint-stock bank in England. Three of its directors were
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examined before the Bank Charter Committee, in the year
1832. They presented to the Committee a list of twenty-
three joint-stock banks then formed, and strongly urged
that measures ghould be adopted to require from them an
adequate amount of paid-up capital. It is somewhat re-
markable that, out of these twenty-three banks, the only
one that has stoppced payment is the Bank of Manchester.
Another has ceased to exist, but it was by a transfer of its
husiness.

In some cascs a bank has been ruined by its manager;
in others, by the manager and the managing dircctors
conjointdy ; in others, by the managing dircctors without
the manager; and in others, by one, two, or three di-
rectors, who, though not foxmally appointed managing
directors, have, by their influence with the board, virtually
monopolized that office, and discharged its functions. It
may be questioned whether any case has occurred in
England of a bank being ruined by the acts of its whole
hoard, where all the directors were honest and intelligent
men, and cach was accustomed to think and judge for
himself,

VII. We may observe, that sometimes joint-stock banks
have heen led into erroncous principles of administration
by the proceedings of the proprietors.

The constitution of joint-stock banks appears theoreti-
cally absurd. The manager—the banker—who is pre-
sumed to have some knowledge and experience in banking,
is placed under the command of a board of directors,
whose knowledge and experience are supposed to be
inferior to his own. These directors are again placed
under the control and instruction of a body of proprie-
tors, whose knowledge of banking is much less than that
of the directors. Practically, however, the system works-
well.  But when an attempt is made to carry out the

Q
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theory, the effects are injurious ; and some joint-stock banks
have fallen into danger through the operations being too
much regulated by the proceedings of the proprictors.

Sometimes the directors have been influenced by the
applauses of the shareholders.

It is natural to all sharcholders to wish for large
dividends upon the capital they have invested. Ience
they applaud most loudly those dircctors who contrive
to declare the highest dividends, to make the largest
bonuses, to keep up the shares at the highest premiums
in the market, and then to distribute more shares at
par. -The directors, knowing these to be the feclings of
the shareholders, very naturally attempt to gratify them.
But those transactions that yicld a large immediate profit
arc either attended with a risk of loss, or a lock-up of
capital. But the profit is immediate, the danger is re-
mote. With the applauses of the sharcholders ringing in
their ears, the dircctors become too giddy for reflection,
and rccklessly engage in a course of action that ends i
ruin. This evil is incrcased when therc are two joint-
stock banks of about cqual strength in the same place.
The spirit of rivalry is natural to man. The compctition
between the two boards of directors is not which bank
shall be governed with the greatest prudence, and with
the strictest regard to sound banking principles. But
which shall ptoducc the most glowing reports—which
shall declare the largest dividends—and which shall keep
up its shares at the highest price in the market. A strong
- competition is carried on, which ends in the destruction of
one or hoth of the rival banks. Such feelings arc said
to have prevailed at Manchester ; and at that place several
boards of directors were presented with services of plate,
by their respective sharcholders, within a short time of
the stoppage of their banks.
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Sometimes directors are induccd to act unwisely from
the censures of their sharcholders.

Every one who knows anything of banking must know
that it cannot be carried on without occasional losscs. A
bank that is so conducted as never to make a loss, will
scldom make much profit. And sometimes these losses
will be so great as to absorb a large portion of the profits
of the year. The objeet of having a surplus fund is to
provide for these contingencies, so that the usual dividend
may be maintained. But when an occasion arises for
making use of a portion of this fund, there is often what is
called “ a stormy meceting,” and the sharcholders walk away
sulky and dissatisfied. This produces a bad effect on the
minds of the directors. It is a great mistake to suppose
that boards of directors arc indifferent to the applauses or
censures of their sharcholders. As a general rule, the fact
is lumentably the reverse. In some cases they have had so
much dread of “the gencral meeting” that they could
uot muster courage enough to make honest reports. Had
they done so in the first instance, their banks might have
heen saved from destruction.

Somcetimes directors are in danger of being led astray by
the admonitions and instructions of their shareholders.

A very prudent class of proprictors exhort the direc-
tors to practisc the strictest economy. When rightly
understood, this exhortation is worthy of the rounds of
plause with which it is usually attended. But it is
liable to be misunderstood. In banking, as in house-
wifery, the lowest priced article is not always the cheapest.
The largest portion of the cxpenditure of a bank consists
of salari?s. Hence an exhortation to cconomy amounts
to—“Kecep down the salaries of your officers;”* and

* We believe that if the suggestion were made in these terns, it would
receive no support. from any hody of sharcholders. Were it customary

Q2
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as the manager has the largest salary, he will most likely
be the heaviest sufferer.

A more mischicvous recommendation, when thus under.
stood, can hardly be conceived. Next to having a dis.
honest manager, the greatest evil is to have one that is
badly paid. If he is known to be poor, his advice will
have less weight in the board-room ; the directors indivi-
dnally will treat him with less respeet ; his wealthy cus-
tomers will not disclosc to him their private affairs, the
needy class, when refused discount, will insult him by
threatening to complain to the directors, and his inferior
officers will be less prompt in their obedience. But worse
than all this will be the cffect produced upon his own
mind. He will not be, and he cannot be, so efficient a
manager when badly paid as he would be if he received a
liberal remuncration. It is the besetting sin of men of
business, that they ncver pay attention to MIND, though
among no class are mental phenomena more strikingly

1o announce to the proprietors the advances made in the salaries of the
managers, we think the announcement would be received with the same
feelings as were manifested in the following instance. At the cleventh
annual meeting of the proprictors of a bank in one of the northern coun-
ties, held on the 5th of February, 1846, “the chairman informed the
meeting that, appreciating highly the services of the manager, and the
prosperity of the bank fully justifying them in doing so, the dircctors
had raised his salary to 1500/, a-ycar; at which the proprietors present
expresscd their hearty concurrence. And it was recommended to the
directors, by the proprietors present, still farther to augment the mana-
ger’s salary, with the increasing business and prosperity of the bank.”
At that time the paid-up capital of the bank was 260,450 Tn the
“ Banking Almanack, for 1849,” this bank is stated to have a capital of
300,0004. and a reserved fund of 30,0007, .

The following is an extract from the sixth report of another joint-
stock bank :—

“The manager having claimed for his nominees the 1000 shares ab par
to which they were entitled by his agreement when originally engaged,
the same have been issued to them, which incrcases the number of paid-up
shares, entitled to participate in the present dividend, to 32,080.”
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exhibited. The amount of his salary is the only tangible
means by which a manager can judge how far his services
and his. character are appreciated. It is not the money
alonc, but the feelings, of which the money is an indica-
tion, that produces an effect on the mind. It is a law of
our nature, that the kindness, liberality, and generosity
of others will produce corresponding feclings in ourselves.
And it is another law of our naturc, that when the mind
is under the influence of such feelings, it is capable of
intcllectual efforts of a higher order. But we forget ;—
we were writing about pounds, shillings, and pence, and
our pen has darted off into philosophy. We will now
return.

Sometimes the shareholders fly at higher game, and
canvass the salaries of the dircctors. Such discussions
arc always unpleasant, as they arc carried on in the pre-
sence of the partics interested. Among all the charges
brought against the dircetors and managers of banks that
have failed, we have never met with th® accusation that
they received excessive salaries. We are tempted to fancy
that, had their salaries been higher, the banks might not
have failed.  As far as salary is concerned, they certainly
would have had a greater interest in preventing the failure.
In some banks, however,*dircctors have paid themsclves
for their services in ways far morc costly to the bank.
Take the following instance :—

“The qualification for directors of the Northern and Central Bank
was 100 shares. It was, however, ascertained that each of the original
dircctors took 1000 shares, and that besides these, other shares were, at
later dates, distributed among the dircctors and their near connexions.
Iustead of paying the calls to the bank, the directors and their nominces
were severally debited with the amount in a private ledger, locked up,
and the key deposited with the chicf accountant. In addition to this,
cach director had a current account with the bank, and many of them
l'lad overdrawn their accounts to a very large amount. Nor was this all,
for it farther appeared that many of them were also indebted in large
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sums of money on notes of hand, which being placed to the account of
sccurities, did not appear in the books as a debit against the directors,
Upon combining these several items of debt, it was ascertained that there
was no less than 290,000/, due by the directors, and that there was near
14,000/, duc by the managers and clerks.” *

It is not creditable to any bank to receive the scrvices
of its dircctors as a matter of charity. Nor is it wise. A
director who is paid for his services may justly be called

" to account for ncglect of duty. In this case, too, he cannot
expect payment in any other way. In his transactions
with the bank he is then on the same footing as any other
customer. It has been said, that the directors are such
honourable men that they will attend to their duty as
strictly if badly paid as if liberally paid. If so they ought
to be liberally paid, as it is very desirable that such
honourable men should be most closely attached to the
bank. But we doubt the fact. In matters of almsgiving,
men will give only what they can conveniently spare. 1f
a director is to give his time for nothing, he will give only
that portion of his time which he cannot more profitably
or more agrecably employ elsewhere. In matters of busi-
ness, men will apportion their services according to the
return they receive for them. There is no way of securing
constant punctuality of attendance on the part of dirce-
tors, but by paying them liberally for that attendance.
In sorhe cases wherc payment has not been given, or
given only to the managing directors, it is said that the
government of the bank has fallen into the hands of a few
persons, whose punctuality of attendance has been almost
their only banking virtue. But the main advantage of
liberal payment is its effect upon the minds of the dircc-
tors. Every honourable man will attend to his duty with
alacrity and encrgy, and will even make extra cxertions

¥ Committee on Joint-stock Banks, 1837.
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for the benefit of the bank, when he finds that his scr-
vices are handsomely and liberally  appreciated.

We need hardly say, that the faults we have pointed out
in the administration or constitution of joint-stock banks
are by no means inherent in the system. They arc acci-
dental circumstances, arising from its establishment in a
new country, by parties who had no previous opportunity
of understanding its principles. The system is no longer
new—its principles are now well understood—and it may
rcasonably be expected that the calamities of the past will
never recur.



232 A PRACTICAL TREATISE

SECTION XI.

THE ADMINISTRATION OF THE OFFICE.

IN this section we shall consider the following topics : —

I. The Arrangement of the Office.
I1. The Selection and Appointment of the Clerks.
III. The proper Distribution of their Duties.
- IV. The Amount of their Salarics.
V. The System of Promotion.
VI. The Rules of Discipline.
VII. The Training of Clerks for higher Offices.

I. The Arrangement of the Office.

The proper situation of a bank is a matter of some im-
portance. It should be situated in what is decmed the
most respectable part of the town. If it be placed in an
inferior locality, approachable only by narrow and dis-
agreeable strcets, and surrounded by buildings the seats
of smoky and dirty trades, it is not likely to be so much
frequented, nor to acquire so large a business, as though
it were more pleasantly situated. Another point to be
observed is, that the bank itself should be a handsome
building. The necessary expenditure for this purpose is
no sin against economy. It is an outlay of capital to be
repaid by the profits of the business that will thus be
acquired. A portion of the building will probably be set
apart for the private residence of the manager, or of someé
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other officer of the establishment. It is desirable that
this portion should be entirely separated from the office.
The communication should be only by a single door, of
which the manager should keep the key. The building
should be so conmstructed that what is going on in the
private house, whether in the kitchen, or the nursery, or
the drawing-room, should not be hcard in the bank,
The officc being thus isolated, must then be fitted up in
the way that will most effectually promote the end in
view. And here are three points to be considered,—space,
light, and ventilation.

A chief consideration is space. A banker should take
carc that his clerks have room enough to do their work
comfortably. Every accountant knows that he can often
work faster if he can have two or more hooks open
at the same time; but if his space is so confined that
he must shut up one book, and put it away, beforc he
can use. another, he will get on more slowly. The
cashicrs, too, will be much impeded if they are obliged
to stand too close to each other; and the public will be
huddled together, and will often count incorrectly the
money given to them, and thus take up the cashiers’ time
to put them right. Want of space will nceessarily occa-
sion errors, from the confusion it produces, and from one
clerk being liable to interruption from the noisc or vicinity
of the others. A banker should therefore take care that
his office is large cnough for his business; and that it will
admit of being enlarged in casc his business should in-
crease.  Ample space is also conducive to the health of
the clerks, as there will be more air to breathe, and the
atmosphere is less likely to become polluted by the burn-
ing of lamps and candles.

Another consideration is light. It is well known in
every London bank, that fewer mistakes are made by
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the clerks in summer than in winter. Abundance of
light prevents mistakes, and saves all the time that
would begemployed in the discovery of errors. Light
is also of great importance to thc cashiers in detect-
ing forged signaturcs and bad or counterfeit moncy.
Thieves are also less likely to attempt their robberies in a
light office than in a dark one. Faint or illegible hand-
writing can be more casily rcad, and henee mistakes are
less likely to occur. The clerks, too, perform their duties
with more quickness and cheerfulness. The gloominess
of an office throws a gloom over the mind; but “light is
sweet, and a pleasant thing it is for the eyes to bchold
the sun.”

The lightest part of the office should be devoted to the
clerks. We have observed sometimes a violation of this
principle. The entrance door has been placed in the
middle of the front, with a window on cach side, and the
counter thrown across the room, so that the lightest part
of the office has been given to the public. It is better
that the entrance be placed at the right or the left corner,
and the counter be made to run from the window to the
opposite wall. The light will thus fall lengthways on the
counter, and the space behind the counter will he ocen-
picd by the clerks. '

Ventilation.—Volumes have been written by medical men
upon the advantages of fresh air, and on the unwholcsome
atmosphere of crowded citics. If the air that circulates in
the streets of towns and cities is impure, what must be the
state of those offices or rooms where twenty or thirty per-
sons are breathing close together during the whole of the
day, and gas lights arc burning during the evening! In
such cases we are told that a person afflicted with con-
sumption of the lungs may communicate the complaint
to others, as they must inhale a portion of the atmospherc
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which he has breathed out. The air in a closc office
is not only rendered impure by the number of people
that breathe it, and by the burning of gas, but it also
contains very frequently particles of dust arfsing.from
the floor, through the number of people constantly walk-
ing in and out. It is almost impossible for persons so
circumstanced to enjoy for a length of time even moderate
health. A portion of this evil may be mitigated by a
good system of ventilation. To obtain this should be re-
garded as an object of the first importance. It a banker
docs not insist upon the architect performing this in the
most effectual manner, he must he content to be often
put to inconvenience through the illness and consequent
absence of his clerks. ‘

Having made due provision for space, light, and ven-
tilation, it will now become nccessary to arrange the
counter, desks, and other furniture, so as to enable any
given number of clerks to discharge their dutics with the
greatest efficiency, and so as best to promote the public
convenicnee. It is not necessary, or possible, to give very
minute instructions on this head, as much will depend
upon the form of the building, the extent of the business,
and other circumstances. We will notice only a few gene-
ral objects to be kept in view.

It is desirable at all times to make those arrangements
that shall best promote the convenience of the public.

The counter should be readily accessible, and of suffi-
cient length to meet the requircments of the business;
and the cashicrs’ desks sufficiently wide apart for the
public to be promptly served, and to stand without jost-
ling one another. Some banks have two counters, onc
for paying, and the other for receiving. At other banks
the cashicr does not enter the credits, but merely agrees
the amount with the customer, and then passes them to a
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clerk, who enters them in the Waste Book. In the same
way, when a cheque is presented for payment, he gives it
to a clerk behind him, who enters it, and hands the notcs
to thg cashier, who pays out the gold and silver. When
the business is large, extra or supernumecrary cashicrs
are appointed, who take the place of the regular cashicrs
when they are absent at dinner or otherwise, -so that
during the whole of the day all the cashiers’ desks arc
occupied. To relieve the counter, the payment of bills
that have been presented in the morning and not paid, is
usually received at a separate desk or office. All these
arc expedients that should be adopted when necessary, to
save the time of the public. Therc are few things that
try a man’s temper morc than to be kept waiting a long
time at a bhanker’s counter; and he will be very apt to
give vent to his impatience by quarrelling with the clerks,
or reproaching the establishment.

Another object is, to place near together those clerks
whose duties will require them to have frequent commu-
nication with cach other. If this rule be not obscrved,
the clerks will lose much time in the course of the day in
passing from onc part of the office to the other; and the
work will not be so expeditiously performed. It is espe-
cially desirable that the ledger keepers should be placed
close behind the cashiers; so that if a doubtful cheque he
presented for payment, the cashier may be able to show it
to the ledger kecper, and be informed if he may pay it
without being observed by the party presenting it.

Another point is, to place the desk of the chief or head
clerk in such a position that he can sce all over the office.
“ A master’s eyc will do more work than both his hands.”
In this case, if the counter is crowded, the chief clerk will
perccive it, and appoint additional clerks to assist the
cashicrs. 1f disputes take place hetween the clerks, or
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between the cashiers and the public, he will come forward
and settle the matter before the dispute is carried to high
words. He will observe, too, the customers 'who come
frequently to the counter, and from their transactions he
will often draw conclusions respecting their circumstances
which will be servicecable to the bank. It is generally
best that many of the clerks should be so placed as to
look towards thc counter. Tt has heen said that this
draws off their attention from théir work ; but we do not
think this is generally the case, although it may occasion-
ally relieve the irksoraeness of their dutics. A dishonest
person standing at the counter, and watching an opportu-
nity of committing a robbery when the cashier is engaged,
will be more likely to abstain from making the attempt .
when the eyes of other clerks have a command of the
counter. This arrangement will depend in some measure
on the direction of the light. The clerks should not have
their faces or their backs towards the window, but the
light should fall on them sideways. Thesc matters may
appear trifling, but they will not hbe deemed unimportant
to those who are entrusted with the practical administra-
tion of an office. It is only by attention to minute things
that the business of an office can be well conducted.

IT. The Selcction and Appointment of Clerks.

When a bank is first formed, they sometimes advertise
for clerks; but this is usually for clerks of a higher rank,
who have had some cxperience in the business of banking.
When a bank is established, it has seldom occasion for
new clerks of this class. A vacancy in one of the higher
departments is filled up by the next clerk in rank, and so
on in order, and the new clerk comecs in as a junior.
Applications for this post are usually so numerous that
the only difficulty is in making the selection. Those
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recommended by partics known to the bank, as cus-
tomers or sharcholders, usually have the first claim. 1In
some banks the nomination of the junior clerks is regarded
as a portion of the patronage of the directors, upon the
understanding, however, that they nominate none but such
as are properly qualified, and who shall prove their fitness
to the satisfaction -of a committee of dircctors.

In making inquiries into the qualifications of appli-
cants, it is necessary to ascertain in the first place their
age. In London the age at which clerks are admitted
into a bank is usually about nineteen. As their first duty
is to collect payment of bills, it is necessary they should
have arrived at a sufficient degrec of strength to be able
to make some resistance were an attempt to be made to
rob them of their bill-case; and also that they should
have arrived at an age to be conscious of the responsibility
of their office. In the country parts of England, and in
Scotland, clerks are taken at an carlicr age; but the dutics
arc different from those discharged by the same class in
London.

Another consideration is the class of society from
which clerks arc taken. Candidates for the office of bank
clerks are usually the sons of thc middle class of trades-
men, or of professional men, as clergymen, officers in the
army or navy, or persons in the service of Government.
During the last war, bankers’ clerks were gencrally the
sons of tradesmen, as the sons of gentlemen could usually
find employment under Government. But now that places
under the Government are not so easily obtained, members
of what are called respectable families are found among the
candidates for admission into the service of banks. Each
class has some advantages. The sons of gentlemen have
generally a better literary education, and have usually 2
more courteous address. On the other hand, they have
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no notion of business, and no busincss habits. They have
been accustomed to go a-hunting and a-fishing with the
sons of men of large property, and they look upon bank-
ing busincss as a drudgery to which they submit from
necessity, but which is much beneath the destiny to which
they think they arc entitled. On the other hand, the sons
of tradesmen have been accustomed to notions of business
from the ordinary conversation of their fathers’ fireside;
they know they must get their own living; they look upon
their admission into a bank as a lucky cvent, and, con-
sequently, apply themselves to their dutics with heartiness
and cordiality.

Another inquiry of those who are candidates for admis-
sion into a bank is, Iow they have been employed ? Lads
just come from school of course know nothing of the husi-
ness of a bank, and, if taken at all, they should be taken
upon trial for three or six months, so that their qualifica-
tions may be discovered before they arc permancntly
appointed. Those who have been two or three ycars in a
merchant’s counting-house are gencrally found to be the
most cfficient. But to have been in the office of a stock-
broker or a solicitor, or to have studicd for one of the
learned professions, is no recommendation. Clerks from
country banks, and especially those from the banks of
Scotland, when introduced into London banks, are at first
usually considered to be slow.

It is also proper to inquire into the parentage of the
candidate. For although honesty andsdishonesty do not
ru in the blood, yet it is probable that religious and vir-
tuous parents have given their children a religious and
virtuous education; and a youth who has been accus-
tomed to see examples of excellence at home, will be the
most likely to exhibit those excellences in his own con-
duct. A high degree of moral principle is in itself a
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necessary qualification in a post of trust and responsibility,
and it is usually associated with a cultivated and improved
state of the intellectual facultics.— If there be in the
character not only sense and soundness, but virtue of a
high order, then, however little appearance there may he
of talent, a certain portion of wisdom may he relied upon
almost implicitly. For the correspondencies of wisdom
and goodness are manifold, and that they will accompa\ny
cach other may be inferred, not only because men’s wis-
dom makes them good, but also because their goodness
makes them wise.  Although, thercfore, simple goodness
does not imply every sort of wisdom, it uncrringly implies
some essential conditions of wisdom ; it implies a negative
on folly, and an exercised judgment, within such limits as
Nature shall have prescribed to the capacity.””*
Testimonials arc to be received with caution.  Young
men who come to London in search of a place, often bring
with them a host of testimonials, which they expeet
will place them at the head of any list of candidates.
When upon other grounds there is an intention of en-
gaging the applicant, these letters of recommendation
may sometimes be read. It may be useful to observe
by whom the testimonials are given, and whether those
persons have had opportunities of judging of the adap-
tation of the party for the office he seeks. It may also be
noticed what qualities are, and more particularly what
qualities are not, ascribed to the applicant. It has been
said that when a Indy is praised for being * amiable and
accomplished,” it may be inferred that she is neither
young nor handsome. So if a testimonial speaks highly
of a young man’s “industry and integrity,” it may genc-
rally be inferred that he does not possess much talent.
It is true that these qualities are of more importance than

* Taylor’s Statesman,
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talent. But while they are more important, they are also
more common. And if a young man possesses any kind
of intellectual superiority, the fact will certainly not be
omitted in his testimonial.

II1. The distribution of the duties of the various clerks
is a matter of no small importance. Expericnce is the only
efficient guide in making such arrangements. We may,
nevertheless, lay down a few gencral principles. The
great division of the business of a bank office is into the
cashiers’ department and the accountant’s department.
In London banks there is a third—the tellers, or out-
door department. In the distribution of dutics, it is
desirable that the accountant’s department should be a
check upon the other departments. The cashicrs must
not have the control of the books, nor the accountants
the care of the cash. The accountants’ books should
show what amount of cash is in the hands of the cashiers;
and it is the business of the cashiers to show that they
have that amount of cash which corresponds with the ac-
countant’s books. If the same officer has the care of the
cash and the command of the books, he may abstract a
portion of the cash, and alter the books to make them cor-
respond. It is further desirable, in large establishments,
that two books which act as a check upon one another,
should not be kept by the same clerk. While it is not
proper to indulge a spirit of suspicion in regard to indivi-
duals, it is advisable that the duties of a bank office should
be so distributed that the intromissions of any one clerk,
either by the abstraction of cash or the falsification of
the books, should be liable to immediate detection by the
entries in some book kept by another clerk. TFor the
same reason, it is proper that any document issucd to the
Public (such as deposit receipts, drafts on London, &c.)
should be signed by two officers, of whom one should

R
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belong to the cash, and the other to the accountanty’
department. There ought to be a complete division of
labour in a bank. Every clerk should have fixed duties
to perform, and cvery duty, however unimportant, should
be assigned to some particular clerk. If anything is
neglected, there should be no doubt as to who is to blame.
No one should be able to say, “ It was not my business;
it was yours.” Nor ought any dutics to be assigned in
common to two or three clerks, to be performed by them
as each may find time. In this case, each will do as
little as he can, and nothing will be donc well. If any
dispute arises among the clerks as to the due division of
their labours, a rcfcrence should be made to the chicf
clerk, who will give to each man his work, and hold Lim
responsible for its proper performance.

IV. The Amount of their Salaries.

According to Adam Smith, the wages of labour are
regulated by the following circumstances :—1. The agree-
ableness or disagreeableness of the employments them-
selves. 2. The easiness and cheapness, or the difficulty
and expense of learning them. 3. The constancy or in-
constancy of employment in them. 4. The small or great
trust which must be reposed in those who exercise them.
5. The probability or improbability of success in them.

Mr. Mill makes the following observations with regard
to the salaries of clerks :—

“ A clerk from whom nothing is requircd but iie mechanical labour
of copying, gains more than an equivalent for his mere exertion if he
reccives the wages of a bricklayer’s labourer. His work is not a tenth
part as hard, it is quite as casy to learn, and his eondition is less preca-
rious, a clerk’s place being generally a place for life. The higher rate of
his remuneration, therefore, must be partly ascribed to monopoly, ﬂ.’e
small degree of education required being not even yet so generally dif-
fused as to call forth the natural number of competitors, and partly to
the remaining influences of an ancient custom, which requires that



ON BANKING. 243

clerks should maintain the dress and appearance of a more highly paid
class.

« Tt is usual to pay greatly beyond the market price of their labour
all persons in whom the employer wishes to place peculiar trust, or from
whom he requires something besides their mere services. For example,
most persons who can afford it pay to their domestic servants higher
wages than would purchase in the market the labour of persous fully as
competent to the work required. They do this, not from mere ostenta-
tion, but from reasonable motives—because they desire that those they
employ should serve them cheerfully, and be anxious to remain in their
service—because they do not like to drive a hard bargain with people
whom they are in constant intercourse with—and because they dislike to
have near their persons, and continually in their sight, people with the
appearance and habits which are the usual accompaniments of a mean
remuneration.  Similar feelings operate in the minds of men in business
with respeet to their clerks.” *

There would be considerable difficulty in applying the
rules laid down by political economists with regard to the
wages of labour to the casc of bank clerks. A banker does
not hire a clerk because he is the cheapest man he can get,
nor does he dismiss him as soon as he can get another man
to do the same work at a lower price. He would not find
it his interest to do this; for his work is of a peculiar kind.
His clerks must have a certain degree of education and of
manner, and be taken from a certain class in society. They
are not allowed to engage in any other employment. They
have to maintain a respectable appearance. They must
be qualified not merely for the lowest post in the bank,
but must be prepared to take higher posts should vacan-
cies occur. And in every post they are entrusted with a
large amount of property, and upon their integrity and
Prudence much reliance must at all times be placed. All
these circumstances serve to show that, in fixing the
amount of their salaries, the banker should be anxious
to err (if he errs at all) on the side of liberality.

* Principles of Political Economy, by John Stuart Mill, vol. i.
PP, 461—475, .
B2
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He ought also to take into consideration the effect which
the amount of salary produces on the mind and condition
of the party receiving it. If an advance of salary quickens
the attention or the zeal, or strengthens the fidelity of
party, or induccs him to cultivate those talents whicl
add to his efficiency—or if it enables him to move in a
higher class of society, and gives him a station and an
influence which cnable him to be useful to the bank—then
is such advance of salary—though entered in the books
under the item of expenditure—an outlay of capital which
is repaid to the banker with interest in the effect it pro-
duces—an outlay that becomes probably one of the most
profitable of his investments.*

In all banks the junior clerks have lower salaries than
the senior clerks. In Scotland, a clerk usually serves an
apprenticeship of three years, during which he receives
but a small salary, This plan has been introduced into

* We have great pleasurc in transcribing the following letter from
Mr. Samuel Jones Loyd. It was addressed to the chief clerk of his
London bank. We abstain from all eulogium, as the letter will speak
for itself :—

“ Dean M. Kirsy,—The enclosed draft for 1,000/ 1 request you
will place to the credit of the ¢Clerks’ Christmas Fund.” At the close
of the first year since my accession to the head of this concern, L am
desirous of offering to those through whose assistance I have been
enabled to bring it to a satisfactory conclusion some substantial proof of
my sense of their services, and of the intercst which I feel in all that
concerns their comfort and happiness. The year now closing has been
marked by some circumstances of an accidental and temporary character,
which have tended to throw an unusual degrec of labour and trouble on
the clerical department of the office. Of the rcadiness with which this
difficulty has been met and overcome I am very sensible, and for this, i
well as for the uniform zcal and integrity with which the general duties
of the office are discharged, I beg that the clerks will accept my grateful
acknowledgment, and that you and they will belicve me to be the faithful
friend of you all. _
(Signed) 8, J. Lorp.
« Lothlury, Dec. 24k, 1845.”
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some of our country banks. In London it does not exist.
In the private banks, a junior clerk usually commences
with 60/, a-year, and a portion of the Christmas moncy.
In the joint-stock banks, wherc no Christmas money is
allowed, the commencing salary is usually 80/. But the
rules of advance are various, and, indeed, must be so,
depending as they do upon the prosperity of the banks,
and other contingent circumstances. One bank may
assign a certain fixed annual increasc to cach clerk,
whether he advance in rank or not.  In this case, his salary
will be regulated entirely by the number of his years of
service.  Another bank may have a fixed salary for each
post, and a clerk has no increase of salary except when he
takes a step in rank. Amnother bank may adopt a scale
of salaries combining the principles of the other two.
For instance, every post in the bank may have a fixed
minimum salary. But each clerk holding a post for a
certain period (say for five years) has an annual advance
for that period. Then he stops, and receives no farther
advance until he is promoted to the ncxt post, where
again he becomes entitled to the annual advances belong-
ing to that post. We give no opinion as to the respective
merit of these plans. DBut there is one principle we
would enforce—that the salaries of the clerks should be
regulated by the prosperity of the bank. If the bank is
Prosperous, the clerks ought to share in its prosperity ;
and if the bank is unfortunate, the clerks must consent
to share in its ill fortune. But, under any circumstances,
a scale of salaries is desirable. - It prevents caprice on the
part of the bank, and jealousy on the part of the clerks.
The amount of salary in each case should be fixed by rule,
and not by favour.

~ With reference to” this subject we quote from Mr.
Taylor’s work, cntitled ¢ The Statesman —a work which
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he states to have been the result of twelve years’ official
experience :—

“ It is often said, that in order to get efficient service good pay must
be offered. But this is not true, as applied to first appointments of
young men. On the contrary, it will often happen that the largeness of
the temptation, by bringing into activity the most powerful interests
through which abuses of patronage are cngendered, will lead to the
appointment of a worse man than would have been obtained by a smaller
offer. On the other hand, though mexn of promise are to be 4ad cheap,
whilst they are young and their value is little known to themsclves or
others, they cannot, when this is no longer their condition, be kept for a
small consideration, or at least kept contented. But a reasonable degree
of contentment is of ecssential importance where the understanding is
the workman. There is no position so strong as that of a man who
stands upon his head ; and if he be not induced to the activity of just
thinking and clear rcasoning, he will hardly be coerced to it. Upon the
whole, therefore, I would say, that what is most conducive to good
appointments in the first instance, and thenceforward to deriving benefit
from them, is to offer small remuneration to the beginner, with successive
cxpectancies proportioned to the merits which he shall manifest, and of
such increasing amount as shall be calculated to keep easy, through the
progressive wants of single and married life, the mind of a prudent man.
Upon such a system, if unfit men belonging to influential families shall
make good an entrance into the scrvice, they will be more easily got rid
of ; since, finding that they have got but ltitle in hand, and have but
little more fo look to, they will hardly be desirous to continue in a
career in which they must expect to see their competitors shoot ahead
of them.” *

* The following is an account of the {otal amount of salarics, morning
money, gratuities, &c. paid to the servants of the Bank of England
in London and at the branches, and of the number of persons to whom
the said amount was paid, for the year ending the 29th of February,
1832 :—

820 Clerks and porters. . . . . .
38 Printers and engravers . . . . p£211,903 10 10
82 Clerks and porters at the branches

940 Average 225/. each.

Amount of pensions paid in the same pcfiod, 193 pensioners, average
161/. each, 31,243/. 18s. 11d.
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Securities.—In all banks the clerks give sureties for
their integrity—usually two, of 500/ each; and in some
banks these amounts are incrcased on accession to higher
offices. Of late years societies have been formed, both in
Ingland and Scotland, for the purpose of giving, on the
part of clerks and others, the amount of security required.
These societies allege that—

¢ Surctiship by private bondsmen is attended with various: inconve-
nicnces and objections ; instances have constantly occurred in which
persons of the highest respeetability have been obliged to forego valuable
appointments, from cither the great difficulty of obtaining sccurity, or a
repugnance to place their relatives or friends and themselves under the
obligations involved thercin. The society undertakes, on the annual
payment of a small sum, to make good in case of default by fraud or
dishonesty any losses which may be sustained to an amount specifically
agreed upon, and by such means obviates the necessity for private sure-
ties, as well as the obligations arising therefrom, which often prove as
prejudicial to the best interests of employers as to the parly sceking
guarantee.”

“The association offers to the public the following advantages :—

“To the employed.—It obviates the difficulty of obtaining the requi-
site securities for personal integrity, which has often placed an insuperable
barrier in the way of many persons of the highest character and ability ;
it affords facilities to those in pursuit of employment, and relief from the
embarrassment attendant upon asking, with the uncertainty of obtaining,
private surctiship; and removes that weight of obligation and discomfort
which such cngagements necessarily impose.

“To the employer.—The ample capital of the association, with the
power and supervision lodged in the Board of Trade, renders the policy
of the company much more valuable than that of any individual, inasmuch
as it is not liable either to doubt or depreciation. In large establish-
ments, both public and private, where the sccuritics are numerous, and
the suretics often resident in many different parts of the country, and
known only by repute, it becomes ncarly impossible to watch over their
continued existence and solveney; and cases of default have frequently
occurred when, upon investigation, it has been found that all the sureties
have been dead for many years.”

“The rates are from 10s. per centum per annum and upwards, (ac-
cording to the nature of the employment,) on the amount of sccurity
required,

“ No charge is made for stamp duty except in special cases; the usual
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legal expenscs of surety bonds will therefore be entirely avoided by per.
sons who enter on their respective dutics under the guarantec of this
society. ,

« A reduction is made in the premium on the sixth annual payment.”

The Lords of the Treasury, and a great many banking
companies, have accepted the guarantee of these societies.

A new society has recently been formed, entitled “The
United Guarantec and Life Assurance Company,” the
object of which is to grant policics for fidelity of trust,
combined with policies of assurance on life, or with de-
ferred annuities or endowments. The following arc ex-

tracts from the prospcctus :—

“ Public guarantee and life assurance are in principle and practice so
closcly assimilated, that they may be fairly recognised as the relative
accompaniments of each other, and their specific advantages are here
mutually presented to the public at a considerable reduction of pre-
mium.

“In order to provide against the numerous cases of hardship and
constant uncertainty to which private bondsmen are exposed, the dirce-
tors confidently recommend the combined application of the two prin-
ciples to all classes who may be called upon to assume the risk, or who
may stand in need of it from others,

“ The superiority of the policics of a public company has, in consc-
quence of the serious losses which have arisen from decayed or depreciated
sureties, induced the heads of public institutions and private mercantile
firms to requirc those engaged in their service to provide the guarantee
of a public company, in licu of, and in preference to, that of private indi-
viduals. How much more valuable must that surcty bccome when
strengthened and additionally secured by the contingent personal interest
(increasing yearly in value) of assurance on life ?

“The life policics thus issued, payable cither at a given age, say 50,
55, 60, and 65,—or at death, should that event take placc before,—or for
the whole term of life,—and the deferred annuities, so granted in conjunc-
tion with the fidelity policies, will, in the event of breach of trust, be
cancelled, and the premiums paid thereon forfeited. This, however, can
only occur by a voluntary act of the assured themselves, and will not in
any other respect affect the value of the life policics or annuities.

“ Particular attention is requested to this system of granting deferred
annuities, in conjunction with policies for the fidelity of the annuitants ;
by which it will be seen that, upon paying a moderate sum annually to
this company, any young man of approved character may secure, in addi
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tion to a policy for his fidclity, a certain provision of 50/. per annum for
the remainder of his life, commencing at the age of 50 or upwards.

« To the provident among that numecrous class of persons who either
lold or arc seeking situations of trust and responsibility, this company
offers the most complete substitute for pensions in old age, which may
thas be sccured by the assured themselves.

“ The value of this union of the two principles will be extended to
parties who desire surety policics, and whose health may not be suffi-
ciently sound to render their lives insurable at the ordinary rates; and
who may endow a child to receive, say 100/ upon attaining the age of
21, a plan which will be found pre-eminently advantageous to those
engaged in occupations of trust, and of limited income.

“Tt will be manifestly apparent that the risks thus combined will
render the surcty policies so granted infinitely preferable to thosc pro-
vided by private suretics and other guarantce companies ; and that they
lold out to the employers increased sceurity, by making the assured
specially interested in their own good conduct; and to the employed or
assured, they ensure a greater share of confidence from their employers,
and independence to themselves, than under the common form of policy,
and they are relieved in a great degree from paying for the dishonesty of
ofhers,

“Should the assured at any time wish to discontinue the surety policy,
the life policy will not be affected thereby, but will remain in foree upon
payment thenecforth of an annual premium to he specially caleulated.

“To persons whose lives are assured in this company, and who may,
at any future time, require policies for their fidelity, the dircetors will be
prepared to grant the same, in conformity with the regulations of ihe
company, on the payment of a moderate addition to the premium charge-
able on the life policics alone.”

The claims of the society are farther set forth in a
pamphlet on “ Public Guarantee and Private Suretiship,”
published by its Secretary, Mr. James Knight.

In the year 1841 the Bank of England took measures
for discontinuing the system of requiring sureties from
the clerks.  Every clerk subscribed annually two shillings
Der cent. upon the amount of his surety-bond. When he
had subseribed in the course of five years (or immediately
if he chose), ten shillings per cent., the liability of his
surcties ceased. Every new clerk subscribes, when ad-
mitted, ten shillings per cent. on the amount of the bond
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he would otherwise give. These contributions are invested
in the Three per Cent. Reduced, or Consols. This fund is
fixed at 6;0001. stock. When at this amount, the interest
is given to the “ Clerks’ Widows’ Fund,” a fund established
by the clerks, with the assistance and support of the bank,
‘When the claims have reduced the guarantee fund below
6,000/. the interest goes to this fund until it has increased
to this amount. If the claims reduce the fund so low as
4,7001. then the clerks are required to make a further
contribution until the fund is again raised to 6,000/. But
this contribution is never more than two shillings per cent.
per annum on the amount of their respective bonds. Nor
can any claim be brought against the fund greater than
the amount of the bond that would have been required
from the defaulter. The clerks still give their personal
bonds, which are for the full amount of their deficiencies.
This is an admirable plan for a large establishment. In
adopting it the directors have shown a sound discretion,
as it makes all the clerks interested in watching over one
another. At the same time, they have manifested that
kindness and goodwill which have, we belicve, at all times
distinguished the Dircctors of the Bank of England in
their conduct towards their clerks.

V. The System of Promotion.

It need hardly be observed that some posts in a bank
are more important than others, and it is always desirable
that the most clever men should occupy the most im-
portant posts. This object is desirable, but how is it to
be attained ?

The three main divisions of employment in a London
bank are—the cashiers’ department—the accountant’s
department—and the tellers’, or out-door department.
All the clerks enter in the first instance in the tellets’
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department, and their first duties comprise the collection
of the payment of bills. The senior tellers age occupied
within doors in various duties connected with }&e out-door
operations. From this department, as vacancies occur, the
clerks are promoted to higher posts in either the cashiers’
or the accountant’s department.*

The Cashiers Department.—The cashicrs of a bank
stand at the counter, and attend to the public. These
officers, in Scotland, are called tellers; but in Scotland
their duties are less important, as tellers pay no cheques
until they have been marked by the accountant, who is
their superior officer.  'We should form a very inadequate
idea of a cashier in a London bank if we considered
him only as a mcre counter of money. Quickness in
counting money is indeed one very nccessary qualifica-
tion. But besides this he should have such a mental
organization that he can recollect the general average of
cach customer’s balance, so as to be ablec to pay their
cheques ‘'without a too-frequent reference to the ledger-
keeper. He should also possess a quickness of eye in
detecting forged signaturcs—a self-possession, so as to be
cool and collected when the counter is thronged with
people—a command of temper, so as not to be irritated by
undeserved reproach—and not only a general courtesy
of manner towards the public, but a peculiar urbanity
towards the customers of the bank, with a readiness and
an anxiety to promote their convenience in any matter on
which they may require information or advice. In fact,
it may justly be said, that there is no class of clerks on
which the reputation of a bank with the public so much

* 1t is of course only in large banks, where there is ncecssarily a great
subdivision of labour, that these three departments cxist in a scparate
form. Tn smaller banks, though the dutics are the same, yet one clerk may,
10 one day, perform duties belonging to each of the three departments.
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depends as on the cashiers. And hence, in London banks,
those clerks who are deemed the quickest, the most able,
and the most gentlemanly, are usually promoted to this
office.

The Accountant’s Department refers to the keeping of
the books and the accounts. The main qualifications for
the clerks in this department are—good hand-writing,
accuracy in figures, and method in the arrangement of
their work. Slowness is mno positive disqualification,
provided it be associated, as it often is, with application
and perseverance. An accountant is not compelled to do
any given quantity of work within a given time. By
a proper arrangement of his duties he can usually con-
trive to keep himself pretty equally employed during
the whole of the day, and on busy occasions he can per-
form what remains in the cvening, after the hours of
public business. A steady perseverance is of the first
importance. But we must distinguish between those
qualities required in the clerks of the accountant’s depart-
ment, and those required in the accountant himself.

The chief accountant in a bank is not a mere book-
keeper. It is onc thing to keep a set of hooks previously
prepared and arranged, and another to frame a set of
books, or a new system of book-keeping, adapted for any
operation that is proposed to be carried on. In the latter
case, mental powers are required that are by no means
common. And even where a system is established, the
chief accountant of a bank will often have occasion to
consider the best way of passing certain transactions
through the books—of framing abstracts of operations
which the books may not immediately supply—of making
difficult calculations, and of examining lengthy and com-
plicated accounts, and cxhibiting them with clearness and
brevity. A good system of book-keeping, and a clear-



ON BANKING. 253

hcaded accountant, would have prevented many a bank
from stopping payment.

From this statement of the qualifications "of cashicrs
and accountants, it will appear that most clerks will be
more fitted for onc office than the other, and it is desirable
that cach clerk should be placed in the department for
which he is best adapted. Where there is no peculiar
adaptation, and where there is no marked difference
among the clerks, the promotion should go according to
seniority—not seniority in regard to age, but seniority ac-
cording to the time they have been in the bank. But it will
often happen, not only in the first, but also in subsequent
steps of advancement, that the clerk who is entitled to a
vacant post by length of service, is not so well qualified
for it as some of his juniors. But even in this case, the
individual should not be passed over, if he can perform
the duties with an average degrec of eflicicncy. Should
he, however, be wholly unqualified, or fall below medi-
ocrity in his qualifications for the office, there should be no
lesitation in promoting over him some other clerk better
adapted for the office. As, however, all such cases will
give rise to some suspicion of favouritism, and as the party
who is passed over is sure to think himself unfairly treated,
it is desirable that the clerk thus promoted should possess
such a marked superiority over the other, that no doubt
can exist of the justice and propriety of the arrangement.
On this subject, we again quote Mr. Taylor’s Statesman :—

“'The claims of promotion arc twofold :—First, merit’; second, length
of service, And the difficultics to be considered are those which arise
when these claims clash ; that is, when the most meritorious officer is
ot hie who has served the longest. And, having regard to the large
Public interests and the deep individual concernments with which they
deal, it may be stated broadly, as a general rule, that merit, or in other

words, industrious ability, should be the one essential considcration to
be regarded in their promotion. But the question then arises, Will
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the judge be always incorruptible and infallible ? And if not, how are
injustice, favouritism, and abusive promotion to be guarded against?
The answer, as I conceive, is, that there can be no perfect protection
against these evils; that the principle, (like most other principles,)
resolves itself into a matter of degree; and that the protection will be
adequate in the main, if the rule of preferment by merit, as against
seniority, be applied only where there is a marked distinction of merit.
For there are divers securities, each of which may be more or less lcant
upon, the aggregate of which will afford in the main all but a certain
reliance, where the distinction of merit is marked. If motives of favour.
itism be at work, the most able and useful officer will at all events have
a fair chance of being the favourite. But if he labour under some defect
(as unsightliness, ill manners, &c.) which, without impairing his public
utility, tends to throw him out of favour, he will nevertheless have that
hold upon the self-interest of his principal, which he wants upon his
goodwill. TFurther, of this intcllectual order of men, there will hardly
ever be ten brought together, of whom one will not have a generally-
acknowledged superiority to the rest. Even the vanities of men make
them just as umpires; and he who cannot pretend to postpone nine
others to himself, will not consent to postpone himself to any but the
best of the nine. It will be found, then, that a man’s reputation amongst
his fellows in an office will scldom fail to be according to his deserts, aud
that where the superiority is marked, the award of common repute will
be both just and decisive; and being so, it will rarely happen that the
patron will be induccd by any motive of favouritisim to brave the reproach
of disregarding it. In short, it is the nature of industrious ability, act-
ing through various methods and upon various motives, to vindicate its
own claims under any system in which those claims are recognised ; and
the system which shall conform to this natural tendency, and be so
framed as to legitimate the rising of what is buoyant, will be found to
work the best.

“ There is, however, a certain moderating hand to be applied, even in
the preferment of merit. Except in urgent and peculiar cases, in cases
of extreme necessity on the part of the scrvice, or extraordinary endow-
ments—and character also—on that of the individual, preferment should
proceed, as Lord Bacon teaches, ‘per gradus, non per saltus’ For,
besides the ordinary evils attendant upon sudden elevations, it should be
observed that the hope, and not the fact, of advancement is the spur to
industry ; and that by a large dispensation of reward at once, which
cannot be followed by like rewards in future, the patron sinks his capital
and forestalls that revenue of reward which should furnish him with
resources of inducement through successive years. Moreover, if a man
be advanced largely at once, therc will not only be little room left for his
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further promotion, but that little room will seem less when measured upon
the scale to which his ambition will now expand itselt; for he who has
advanced by a stride, will not be content to advance afterwards by steps.”

VI. The Rules of Discipline.

As the discipline of the office must depend very much
upon the chief clerk, a description of his dutics will de-
seribe many of the duties of the other clerks.

The office of chief clerk requires qualifications of no
ordinary kind. It need hardly be said that he should
possess a thorough knowledge of the business of the office.
He ought also to possess certain moral qualifications, such
as a command of temper, a love of order and regularity,
a rigid adherence to discipline, accompanied by kindness of
disposition and of manners towards his collcagues, a gen-
tlemanly and courteous demeanour, and, above all, he will
he expected to exemplify in his own conduct those precepts
it may become his duty to inculcate upon others.

The following are the principal duties of a chief clerk :—

To sce that the clerks come at proper time in the morn-
ing, are not absent unnecessarily during the day, and that
they do not leave the bank at night until they have finished
their work.—To see, by occasional inspection, that all the
books of the office are kept in a proper manner, and
where he finds this not to be the case, to give such in-
structions and admonitions as the circumstances may
require.—To see that during the day the counter is pro-
perly appointed, and that no delay takes place in attending
to the wants of the public. For this purpose it is de-
sirable that his desk should be so placed as to command a
View of the counter.—To see, by occasional inspection,
that the customers’ books are written up in a proper
Inanner, and in case of complaint, he will personally in-
vestigate the matter, and explain it to the customer.—To
See, early in the morning, that the balance was correct
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on the preceding night, and when otherwise, he will him-
self attend on the second or third evening, and direct that
proper means be employed to discover the difference.—To
* count, at such times as may be deemed proper, the money
of the several cashiers, and when mnecessary to report
thereon to the Banker.—To see that all the officers of
the bank conduct themselves towards each other and the
public in a courteoug and gentlemanly manner, and to
maintain throughout the officc a proper state of discipline
and subordination.—To take charge of the stationcry
and other matters used in the office, and to prevent
any loss or waste of any portion of the property of the
bank.

Besides the points of discipline hinted at in the above
description, there are others that may require more par-
ticular notice, as

Punctuality of Attendance.—To ensure punctuality of
attendance in the morning, some banks adopt the practice
of keeping a book, in which every clerk writes his name
on his arrival, and when the time has expired, a line is
drawn, which shows who has arrived in time and who has
arrived late.

Punctuality of attendance is an index of character.
It may fairly be inferred that those who are the most
punctual in the morning will be most attentive to their
duties during the day, that they have formed the most
regular habits, and are, consequently, the most deserving of
promotion. Those, too, who are the most punctual are
the most deserving of occasional holidays. They who
are habitually late must be regarded as having chosen to
take their holidays by piecemeal each day, and they can,
therefore, have no claim to other holidays besides. In
all applications for promotion or lcave of absence, it
is deserving of inquiry, whether the party is usually
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punctual in his attendance. With regard to absence from
illness, it cannot be supposed for a moment that any
cerk would pretend to be ill when he is not so, in order
to have an excuse for abscenting himself from the bank.
An act of this kind would show such a want of personal
honour as should be a disqualification for holding any
office in a bank.

« Few things occasion more dissatfsfaction and annoy-
ance to the superiors in a bank than the absence of clerks
on every slight attack of illness. Unless a clerk feels
himself quite unable to perform his duties, it is very in-
judicious for him to absent himself. It interferes with
his promotion, for his superiors will be reluctant to
advance him to any post where his absence would be
more inconvenicent than while he is engaged in an inferior
situation. In addition to this, the superior in the office
may attribute the attack of “hile’ or ‘indigestion’ to the
indulgence of a convivial taste, which it will be well for a
clerk to avoid obtaining a character for. And, under any
circumstances, a man who continues at his post as long
as he is able, will stand much higher in the estimation of
those with whom he is engaged than he who forsakes hi¥
dutics on every trivial oceasion.”*

A clerk should take care of his own health. We think
it is better for him to stand than to sit at his work. His
desk should be raised to such a height that he can do this
without stooping. He should at all times avoid pressing
his chest against the edge of the desk, as that may pro'-
fluce serious complaints. The post most friendly to health
18 that of cashier. He is generally standing; his atten-
tion and mental faculties are in more constant activity,
and he is obliged to talk, which is useful to the lungs. It

* The Bankel.r’s Clerk, p. 151, an excellent little work, published as
one of the series in the * Guide to Service,” by Mr. Charles Knight.

S
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may be doubted whether the cxercise of the intellectual
faculties, when not carried to excess nor attended with
anxiety, is ever injurious to health. Those mental opera.
tions which are connected with the office of a bank clerk
are in themselves beneficial. Tt is the confinement, the
impure air, and the keeping of the body too long in one
posture, that affects the health. Hence, clerks should
live at a distance frem the bank, and welk to and fro. If
they reside at the bank, they should take exercise in the
open air, cither in the morning or the evening. When
the weather is bad, they can walk up and down the room,
with the windows open. Any kind of amuscment that
should throw the body into a varicty of attitudes, would
bé useful. Singing is friendly to health, if not carried
to excess, nor practised in confined or crowded apart-
ments. Boating, in moderation, is serviceable. Garden-
ing is highly beneficial. A clerk who wishes to enjoy
good health should never keep late hours, nor get into
| debt, nor gamble in the funds. He should also havea
hobby, that is, some kind of fixed amusement to employ
his time when absent from the bank, in order to change
the current of his thoughts, and to counteract those cvils
that sometimes arise from a monotony of occupation. If
this hobby should be of a kind to be useful or instructive
as well as recreative, all the better. The great discase
against which he should guard is consumption. He will
be more subject to this in youth than in more advanced
age. And it has been remarked that healthy young me1,
fresh from the country, when appointed clerks, have becom¢
more susceptible of consumption than less robust persons
who have been seasoned by a residence in London.
The Bank of England have a medical gentleman who
attends at the bank one hour every day. He is employed
by the directors upon matters connected with the health
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of their clerks. Every clerk when appointed, is examined,
to ascertain that he is in'good health. If he applies for
leave of abscnce on the ground of ill health, he undergoes
amedical examination. If absent from illness, he is visited
by the bank surgcon, who reports to the directors upon the
nature of his complaint, and its probablc duration. If a
clerk complains that his employment is injurious to his
health, he is examined, and in some dhses his employment
is changed. If he applies for a pension on account of age
or illness, he is also examined. In cach of these cases a
formal medical report is drawn up, and laid before the
dircctors. The present surgeon is Mr. Alfred Smce, F.R.S.,
of Finsbury Circus, a son of the chief accountant of the
bank. Tt is mot his duty to prescribe for the clerks; but
in the case of the porters or messengers, he acts as their
medical attendant, and is paid by the bank.

It is worthy of inquiry, whether this excellent arrange-
ment might not be extended, and adopted by other
banking institutions. Why should not every large com-
pany give a fixed salary to a medical man to attend to the
health of all their clerks ?  This would often be useful in
preventing illness, or in checking its first approaches. It
would thus preclude, in some cases, those inconveniences
which are now felt through the absence of sick clerks;
while it would be a boon to the establishment, and save
them what, in some instances, must be a heavy item of
€Xpense.

Holidays.—1t is desirable, on several accounts, that all
the officers of a bank, and especially those who are
entrusted with cash or other property, should once a
Jear have leave of absence for at least a week or a
fortnight. This should not even be optional—it ought to
be a fixed rule with which they should be expected to
tomply. These absences should be arranged to take

$2
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place at those seasons of the year when they will Iy
of the least inconvenience to the business of the bank.
Thése holidays ought to be readily granted on the ground
of kindness and humanity ; but where these feelings do
not exist, motives of self-interest alone would prompt 4
ready acquiescence in such applications. In the first
place, a great inconvenience is often experienced in large
establishments from the illness of the clerks when they
are denied proper seasons of relaxation. In this case, the
loss of time from ill health is greater than that which
would be occasioned by holidays. A sick clerk, even
when he attends to his duties, is neither so quick, nor so
correct, nor can he get through so much work, as a clerk
who, by proper recreation, has been kept in perfect health.
These occasional holidays tend very much to improve the
efficiency of an office. When a clerk is absent, the next
in seniority takes his place; and when all the clerks have
been absent in turn, every duty in the bank becomes per-
fectly familiar to at least two pcrsons, so that in the
case of those absences which arise from unavoidable
causes, little inconvenience comparatively is felt. But
while the bank is thus rendered independent of any onc
individual, it must not be supposcd that the abscnce
of a clerk lessens the importance attached to his services.
When a clerk is really efficient, an occasional absence
renders his value more apparent, and increases the
estimate formed of his chgracter. While the indulgence
he has received will stimulate his energies and increast
his desire to render himself more than ever uscful to his
principals.

Another advantage to a banking cstablishment from
the absence of their clerks is, that it furnishes an addi-
tional guarantee for their honesty. We have know!
instances of frauds being carried on for several years by
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clerks who were constant in their attendance, while a
single day’s absence would necessarily have led to a de-
tection of their dishoncsty. When a clerk takes his holi-
days, all the property under his care is given over into
other hands, and the knowledge that he will be called
upon to do this periodically, may deter him in the first
instance from commencing a carecer which must thus be
necessarily exposed.

The following is stated in a City Article of the Zimes
to he the arrangement of the Bank of England on this
subject :—

“Ti is not generally known that the Bauk of England have recently
entered into an arrangement by which all the persons on the establish-
ment are allowed leave of absence once every year, the holiday varying in
length according to the length of service. 'To carry out this plan, the
whole number of persons is divided into four portions, and cach of these
four portions takes the vacation in one of the four periods of the year
that follow the payment of the dividends, and precede the shutting, these
being the periods in which the least business is done.  So complete is
the system, that the parties who take their holiday in the spring quarter
one year, take it in the summer quarter in the year following, and so on
through all the four, that one may not have an unfair advantage over the

other.  The shortest holiday, we understand, is about nine days, and the
longest about three weeks.”

Customers’ Books.—It should be a great object with
the chief clerk to see that the customers’ books are
written up correctly and neatly, in a good hand-writing,
ad free from blots or erasures. These are the only
books that go out of the bank,@nd thereforc they are the
chief means by which the customers can judge as to the
Manner in which the business of the office is conducted.
It is not advisable that the writing up of these books
should be left to the junior clerks. They should be
Placed in the ‘hands of clerks of some standing. The
Same book should always be written up by the same clerk;
d when it can be so managed, the credit and debit side
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should both be in the same hand-writing. One of the best
writers in the office should be appointed to this post, and
his salary should be proportionate to its importance.

It is the practice of all bankers to let the customers’
book be a copy of the ledger with the sides reversed,
Thus the credit side of the ledger is the debit side of the
customers’ book. The reason assigned for this is, that
the ledger is the banker’s account against his customer,
and the book is the customer’s account against the
banker. Hence the customer, when he looks at his book,
has at his left hand the sums with which he has debited
his banker, and at his right the sums which are to the
banker’s credit.

Cashier’s Deficiencies,—It cannot be expected that a
cashier can reccive and pay away moncy for a whole year,
and yet never make any mistakes. Some deficiencies will
be sure to arise. Each cashier is considercd liable to
make good his own loss. But, to meet these deficiencics,
some banks allow to each cashier a certain sum—say 20/. or
30/. per annum—which is called risk-money. Others pay
such deficiencies as may arise during the year, giving an
admonition to any cashier whose dcficiencies are unsually
large. Superior accuracy in this respect is also con-
sidered as one test of superior merit, and therefore as
forming one claim to promotion. When a cashier takes
his holidays, he delivers up his cash to the chief clerk,
who counts it, and sees that it is correct, and then dec-
livers it to the clerk who is to act for the cashier, who
signs an acknowledgment in the money-book that he has
received the right amount. The cashier, on his return,
will make a similar cntry. It is said to be the practice in
some establishments for the chief clerk to dount the cash
of all the cashiers every Saturday night. But when, from
the extent of the business, this cannot be done, he counts
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the cash of each cashicr individually, at such times as may
he most convenient to himself, giving the cashier no pre-
vious notice of his intemtion to do so. He immedtately
reports to the banker any deficiency he may discover. In
all.banks it is understood that the cashier is not allowed
to apply any part of the bank money, even temporarily,
to his private use, nor to lend any sum, however small,
to the other clerks, upon their 1.0.U.s, or other engage-
ment.  Any violation of this rule, though with no fraudu-
lent intention, is considered a sufficient ground for instant
dismissal,

Gambling in the Funds, or in Shares.—Some banks
make it a rule to dismiss any clerk that is found to be
engaged in transactions of this kind. The evil cffccts of
such practices are very great. Spcculative engagements
will necessarily distract their minds, and draw their at-
tention from their official duties. If unfortunate, their
personal comforts may be diminished: they may incur
debts that will require years of saving to liquidate, or
they may be tempted to actions which would ruin them-
sclves and disgrace their families.

VII. The Training of Clerks for higher Offices.

Whatever natural talents a young man may have when
he cnters a bank, he cannot be expected to perform his
dutics well until he has been instructed. There is a good
way and a bad way, a quick way and a slow way, of perform-
ing even the most simple operation. Incorrect or slovenly
habits, when once acquired, are not easily abandoned.
When, therefore, a young man enters a bank, he should
be placed under the tuition of another clerk, well qualified
to instruct him with regard to all his immediate duties.
It is also desirable that the chief clerk should not have
much manual labour, but should have lcisure to walk
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round the office-—stand for awhile at the elbow of each
clerk—observe his peculiar defects—and give such in-
structions as he may deem necessary or useful. The
senior clerks, gencrally, should also be ready at all times
cheerfully and courteously to give instruction to their
juniors.

Therc are many ways of ascertaining the relative
merits of a clerk. There is one obvious way ; that is, to
inspect the books which he keeps. It can readily be secn
if they are kept in a good and neat hand—if there are
any blots or erasures — and if they indicate any great
degree of carelessness or otherwise. Quickness is genc-
rally an evidence of cleverness. A clerk who can count
notes very fast, or who can cast up a long column of
figures very quickly, and yect accurately, is generally a
clever man. Quickness of hand denotes quickness of
head, and it will gencrally be found that these two kinds
of quickness go together. We do not say that this mecha-
nical quickness of hcad proves sounduess of judgment,
but neither does it prove the reverse. In a clerk it is a
decided recommendation.

Another test of the cleverness of a clerk is, the opinion
formed of him by his fellow-clerks. When men associate
together day after day for a number of years, both their
excellences and their defects become known to each
other, and each man falls into the position to which his
qualities entitle him. The opinion which any onc clerk
expresses of the relative mcrits of the other clerks will
generally be correct, when his own interest is not con-
cerned. The opinion he may cxpress will, in fact, be the
opinion of the office, formed not only on his own expe-
rience, but also on the experience of all the other clerks.

The report of the chicf clerk will generally express this
united opinion of the office. But it is well for a banker to
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keep himself well acquainted, at all times, with the scnti-
ments generally entertained by the chief clerk respecting
the other clerks, and not ask his opinion merely when there
is an opening for promotion. On these occasions feelings
of kindness, or the reverse, may induce a chicf clerk to
speak of the party in a somewhat different tone from that
which he would employ in ordinary times.

With a view to the proper training of clerks, it is de-
sirable that there should not be too many in proportion to
the work. If the clerks are unemployed for any consider-
able portion of the day, their habits of attention, of
industry, and of quickness are impaired, so that they do less
work even in those hours in which they are occupied. The
duties of each clerk should be sufficiently heavy to require
a continunous application of the mind during the whole of
the working hours. If a banker find that the clerks have
time to read books or newspapers, or to carry on cither
gambols or quarrcls among themsclves, during the hours
of business, he may safely infer that he has too many
hands. By reducing the number he will make cach clerk
more cfficient, and the work will be better done. He
will also be able to increase their salaries individually.
It is better that the same amount of money should be
distributed among a smaller number of effective men than
among a larger number who are less effective. The
amount of Christmas money received by each will also
be grcater.

For the purpose of training the clerks, it is desirable
that their labours should be so subdivided as that the
duties of one office should be a training for the office im-
mediately above it. The clerk, on his entrance into the
bank, will thus have to perform those operations that re-
quire the least degree of professional knowledge—of know-
ledge peculiar to the business of a bank—and will advance
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step by step, (each step requiring but a small addition to
his previous knowledge,) to the higher posts. When it
is ascertained for which department—the cashier’s or the
accountant’s—the teller is best adapted, he should be put
into that post the operations of which will form the best
training for those duties which, when promoted, he will
have to discharge.

The occasional absences of the clerks are conducive to
their improvement. The juniors thus learn to perform
the dutics of their superiors.” New arrangements are
formed temporarily for a different division of labour, and,
the hands being fewer, an additional stimulus is given to
exertion. It is also useful, when it can be done, for the
clerks to change occasionally, and do each other’s work.
Every clerk should be encouraged to suggest any improve-
ments for abridging or facilitating his own labour. When
a bank has several branches, it is often advisable that an
occasional absence at onc branch should be supplied by a
clerk brought from another branch. A good inspector of
branches will inspect the cashier’s and the accountant’s
department, as well as the manager’s; and when he finds
any improvement at one branch, he will introduce it into
all the other branches.

But the greatest stimulus to improvement in the clerks
is an impartial system of promotion. It is, perhaps, de-
sirable that instances should occur sometimes, of a clerk,
who is entitled to a higher post from seniority, being
unfit to take it, in order to show that superior merit is
regarded. But it should always be obvious that the clerk
who is promoted has superior merit. If a clerk is put
over the head of another from favouritism, or caprice,
on the part of the banker—or from the influence of
friends, customers, or shareholders—or even for qualities
good in themselves, but not increasing his efficiency as 2
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clerk—then will great evils arise from his appointment,
even though he should be as well qualificd as the man who.
was entitled to the post from seniority.

Another cffectual means of training clerks is the daily
balance.

The books are balanced every night, before the clerks
lcave the bank. But mistakes will necessarily occur during
the day, and to discover thesc will occupy a little time.
The total amount of error is called “ the difference ;”” and
to cndeavour to discover the error is called “ searching for
the difference.”” Those clerks who are thus employed in
the evening are said to be “upon the balance.” In large
establishments it is usual to divide the whole body of clerks,
nto classes, who take it in turn to be “upon the balance.”
By this arrangement, all those who are not “upon the
balance” can leave the bank as soon as their own work is
done. The smaller the number of clerks on the balance, the
better. Thus, in a bank of forty-two clerks, six would be
sufficient to be on the balance. If a larger number—say
twelve—were rctained, the juniors would do nothing, or else
they would be employed on the inferior books, from which
they would learn nothing. But when only six are retained
they must all work, and, what is better still, they must all
think. They will all acquire a thorough knowledge of the
whole system of book-keeping, and be able to ascertain in
what way errors in onc book may counteract errors in
another book, and how the errors discovered will bear
upon “the difference.” 1In large establishments almost
the only way in which a junior clerk can learn the: whole
system of book-keeping, is from being “upon the balance.”
But this is an effectual one. It also gives him an oppor-
tunity of showing his talents. Some clerks are far more
quick in discovering the difference than others are; and
this quickness is generally a fair criterion of the general
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talent of the party. The clerk who “skulks’’ the balance
avoids the best means of improvement, and the best
opportunity of showing his talents. But such persons
have usually no talents to show. A clerk who acts in this
way betrays a consciousness of being a fool.

We have here spoken of that kind of training which is
adapted to the making of clever clerks. But'as in the
joint-stock banks a clerk may become a manager, it is
desirable that those clerks who arc dcemed the most
clever should be put under a course of training that will,
with experience, qualify them for that office. Tt is, in
some respects, more difficult to do this in a large esta-
blishment than in a small onc. Tn a bank that has forty
clerks, one clerk sees only a forticth part of its operations.
In a bank where there are only ten clerks, one clerk sees
a tenth part, and may easily acquirc a tolerable know-
ledge of the whole. A bank that has many branches has
a great facility for training clerks to become managers.
When a branch manager is absent from illness, or any
other cause, one of the senior clerks of that or some other
branch will take his place, and thus gradually become
accustomed to the duties of the office.

The clerks thus selected for this kind of training should
be young men who are quick and cfficient in the discharge
of all their official duties, and, moreover, possess a good
temper, gentlemanly appearance and manners, a degree
of literary information, with a desire of improving their
knowledge and their talents. They should not be young
men who have entered the bank until they can get some-
thing better, but thosec who look to banking as their
-profession, and are ambitious of attaining to the highest
posts in the establishment. But beyond the qualities we
have enumerated, it is necessary, above all things, that
they should have habits of business.
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¢ Habits of business is a phrase which includes a variety of qualitics—
industry, arrangement, calculation, prudence, punctuality, and persever-
ance. And these virtues are exercised, not from the impulsc of particular
motives, but from habit. Tf you hear a man hoast of being industrious,”
you may safely infer that he does not possess the habit of industry, for
what a man does from habit, he does mechanically, without thinking of
the merit of his actions, though they may be highly meritorious. Ilabits
of business arc essential to a merchant.  But though essential to a mer-
chant, they are not peculiar to him.  They are as necessary {o a profes-
sional man as to a merchant—as necessary to ladies as to gentlemen—as
necessary for the government of a family as for the government, of a com-
mercial establishment. The greater the intellectual talents of the indi-
vidual, the more nccessary are habits of business to keep him steady in
his course. The more canvass Lie spreads, the move ballast he requires.
[f we examine the history of those illustrious characters who have risen
to eminence as the masters, the legislators, or the instructors of man-
kind, we shall find they have been as much distinguished by their habits'
of husiness as by the superiority of their intellect. While, on the other
hand, we could casily point out, in every scienee and in every path of
life, some young men who, though of towering genius, have become lost
to themselves, and have disappointed the hopes of all their friends,
throngh a want of habifs of business. They have burst upon the world
with more than noon-tide splendour, they have attracted universal notice,
they have excited big expectations, and suddenly they have darted into
an oblique course, and passed into oblivion.” *

If a clerk be intended to be trained for a manager, it
may be questioned whether he will be improved by re-
maining a long time as a clerk. The two offices arc very
distinct, and they call into operation distinct qualitics and
operations of mind. A very old banker’s clerk (unless he
has been a chicf clerk) is generally, from the very length
of his service, disqualified for being a manager.  Seven to
ten years’ experience as a clerk is quite long enough, and
after that period the soonmer he becomes a manager the
better, provided he has the necessary qualifications. Even
during that time he should have been occasionally ém-
ployed in those operations that require the cxercise of
lis faculties as a man of business. It has often been

* Lectures on Ancient Commeree, by J. W. Gilbart, p. 94.
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said, that good servants make bad masters. If this be
true, it is probably the result of an intellectual more than
a moral deficiency. A lengthened service causes the
mental faculties to move in a routine from which they
cannot be suddenly aroused into an attitude of independ-
ence, so as to be able to trace causes and effects, to
balance opposing cousiderations, and to engage in thosc
reasoning processes which are required by the exercise of
authority. Hence it is, that before a clerk is appointed a
manager, he should undergo some kind of training. The
best training for being a manager is that of being chief
clerk, or of holding an equivalent post next to the man-
ager. It will necessarily follow that the holder of such a
post will have occasionally to take the place of the man-
ager, and the manucr in which he may then act will he a
fair criterion by which to judge of his qualifications for
that, or a similar situation.

Among the means of training clerks for superior offices,
we should give a high rank to the formation of a library
of banking hooks, to which the whole of the establishment
should at all times have access. The remarks we made in
a letter, addressed to the manager of a country bank, in
the year 1846, and which was afterwards published in the
sixth volume of the Bunkers’ Magazine, are, we think, not
inapplicable to this subject :—

“ T wish you would advise your directors to celebrate
their success by sending to each of their branches monthly,
a copy of the Bankers’ Magazine. It would be sent dircct
from London, the last day of the month, I believe, free of
expense ; and as the number of next month will commence
a new volume, they could not hegin at a better time. I
am sure this would be a profitable investment of some
portion of your surplus funds, and would yield an ample
return in the results arising from the increased knowledge
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and skill of your managers. Here they will learn points
of law and of practice, with which they were previously
unacquainted, and be better prepared to deal with such
cases when they occur in their own experience. It scems
peculiarly necessary that managers of branches, who have
not the opportunity of immediately consulting with any
of the dircctors, should be supplied by the bank with the
means of obtaining this kind of information. Losses are
sometimes incurred by joint-stock banks through the want
of knowledge of a little banking law on the part of their
principal officers. The managers would not be the only
gainers. The other officers of the branches would have
the opportunity of self-improvemnent; and thus routinc
clerks might become intelligent bankers, and you would
train in your own establishment a constant supply of able
men to take the places, when necessary, of the existing
managers. It is onc of the excellences of our system,
that the junior clerks may look forward to being placed at
the head of the establishment; but this can only take
place in those instances wherein the clerks endecavour to
acquire that professional and general knowledge which is
necessary in the present day, in order to discharge the
dutics and maintain the position of a manager. Unless
they do this, those who arc now clerks will remain
clerks as long as they live, and the next generation of
managers will be taken from the more instructed classes
of society.”

The manager of a joint-stock bank in the midland
counties, on whom we called last summer, informed us
that his directors had recently voted 100/. towards the
formation of a bank library. To the directors of other
banks we would say, “ Go and do likewise.”

In training clerks for intellectual offices, it is advisable
not to give them too many instructions with regard to
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minute details. They should be taught to think for them-
selves. A man’s talents arc never brought out until he
is thrown, to some extent, upon his own resources. If, in
cevery difficulty, he has only to run to his principal, and
then implicitly obey the directions he may receive, he will
never acquire that aptitude of perception, and that prompt-
ness of decision, and that firmness of purpose, which are
essentially necessary to those who hold important and
responsible offices.  Young mewr who arc backward in this
respect should be entrusted at first with some inferior
matters, with permission to act according to their discre-
tion. If they act rightly, they should be commended ; if
otherwise, they should not be censured, but instructed.
A fear of incurring censure—a dread of responsibility—
has a very depressing effect upon the exercise of the
mental faculties. A ccrtain degree of independent feeling
is esscential to the full development of the intellectual
character. It should be the object of a banker to encourage
this fecling in his superior officers. Those bankers who
extend their commands to the minutest details of the
office, cxacting the most rigid obedience in matters the
most trivial, harshly censuring their clerks when they do
wrong, and never commending them when they do right,
may themselves be very clever men, but they do not go
the way to get clever assistants. At the same time, they
exhaust their own physical and mental powers by attend-
ing to matters which could be managed equally well by
men of inferior talent.

After a clerk has become a manager, his education has
yet to be completed. Lord Bacon observes, that reading
makes ,a wise man; writing, an exact man; and conver-
sation, a ready man. Whatever knowledge he may have
acquired by reading or otherwise—however exact he may
have been in the discipline of the office—the young
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manager has yet to become a ready man.. He has to
apply his knowledge promptly and independently, and,
at the same time, wisely. This habit he will acquire by
time. The exercise of authority over other men pro-
duces an independence of mind which is friendly to the
maturing of the understanding ; while the nccessity for
giving immediate decisions in conversation with his cus-
tomers will have a tendency to produce promptness of
judgment. There is no profession in which experience
is morc useful than in banking. But it is useful, no¢
so much in the amount of knowledge that is acquired,
(though that is important,) as in the improvement it
imparts to those intellectual faculties which are called
into exercise. It is by constant practice that these facul-
ties gather strength. Habits are formed by repeated acts,
and they can be formed in no other way.

Before closing this scction on the administration of the
office, we may observe that although the dutics of a chief
clerk are quite distinct from those of a banker, yet in
small establishments they are often performed by the same
person.  In branch banks, generally, the manager is both
the banker and the chief clerk. But as the branch in-
creases, the manager will gradually transfer to the sccond
officer the duties of the chief clerk, and confine his own
attention to those of a banker. It is too much the prac-
tice in England to view a bank manager as holding the
same relative position in a joint-stock bank which a chief
clerk does in a private bank. This is an error. A man-
ager is not a banker’s clerk—he is a banker. And
although he may reserve some important cases for the
consideration of his directors, yet they are usually such
cases as a private banker would reserve for consultation
with his partners, or on which, had he no partners, he
would take time to form his own determination.

T
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It may also be observed, that although the govern-
ment of the office will generally be left entirely to the
chief clerk, and it is not necessary that the banker should
be made acquainted with all the trivial delinquencies of
the clerks, yet there are certain acts of misconduct
that must always be reported, and when rcported must
be dealt with by the banker himself. In a well-dis-
ciplined establishment these cases will be rare, but they
will occur sometimes, and then the mode of reproof or
punishment will be regulated by the kind of offence and
the character of the party. Every act of dishonesty,
however trifling the amount purloined, must be followed
by instant dismissal. Acts of deliberate disobedicnee
to orders, gross disrespect to superior officers, or acts of
immorality that would bring discredit on the bank, will
generally be visited with the same punishment. But
extreme punishment should be inflicted only in extreme
cases. Mere accidental crrors, though they may somec-
times occasion great loss, must not be treated in the same
way as those faults which arise from gross neglect, or which
imply a deficiency in personal honour. It is generally a
good rule, that a banker should not reprove a clerk in the
presence of the other clerks. By following this rule, he
can adapt his reproofs to the character and position of the
party. For a valuable clerk, even when really culpable, is
not to be treated in precisely the same way as another
whose services are of less importance. Nor is it any
violation of justice, that those faults which arise from inad-
vertence should be viewed differently from those that arise
from bad habits. Nor will it tend to impair the disciplinc
of the office should it be known that a good character will
gometimes get a young man out of a scrape, while he who
had not that good character would be punished more
severely for a less importaut offence.  Another rule to be
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observed in administering reproof is,—in reminding a clerk
of his defects, to commence with telling him of his good
qualities. There is a credit as well as a debit side in every
man’s character; and it secms hardly fair to run over all
the debit items, and say nothing of the other side of the
acconnt. This plan, too, increases, instead of diminishing
the pungency of the reproof, while it removes from the
mind of the party any impression that the banker is in-
flucnced by motives of personal dislike.

m 9
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SECTION XII

BANKING BOOK-KEEPING.

“ ALTHOUGH the business of keeping books is extremely
casy when once the accounts are properly arranged, yct
the adaptation of the principle of double-entry to exten-
sive and complicated transactions, so as to receive the full
bencfit of the system, is a process which requires the most
complete knowledge, not only of the practice, but also of
the science, of book-keeping.”

“ Book-keeping, like all other arts, can only be mas-
tered by industry, perseverance, and attention. The
learner must think for himself, and endeavour to under-
stand the why and wherefore of all that he does, instead
of resting satisficd with vague notions and words devoid
of sense.”

“ The study of book-keeping affords an excellent means
of intellectual discipline; that is, when its principles are
exhibited as well as their application. When the reason-
ing powers are called into exercise as well as the memory,
the student who has carefully attended to the instructions,
and who is the master and mnot the slave of rules, will
experience no difficulty in unravelling or adjusting any set
of accounts, however complicated or diversified.” *

. * Double-Entry Elucidated, by B. F. Foster.
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We have commenced this section with thesc quotations
in order to quicken the attention of the reader to a sub-
jeet which by those who do not understand it is con-
sidered complicated, and by those who do understand it
is considered dull. Tt is, in fact, neither the onc nor the
other.  But still it is a subject on which it is difficult
to write in such a way as to avoid the possibility of being
misunderstood. 'We purpose in this section——

I. T'o notice those Preliminary Operations with which a
young Book-keeper should become acquainted.

1. To describe the system of Banking-booking as pub-

lished in the former cdition of this work.

III. To state thosc Improvements of which this system

has been found to be susceptible.

1V. To trace the Resemblance between Banking Book-

keeping and Mercantile Book-keeping.

I. Preliminary Operations.

When a young man enters a bank as a clerk, he should
be instructed to be careful with regard to his hand-
writing, or, in his anxiety to write fast, he may forget to
writc well. If he write a bad hand, he should not be
above taking a few lessons from a professor of penman-
ship, who will teach him to write fast and well at the sane
time. But, however badly he may write, he should try
to write plain. Plainness is of more consequence than
teatness or elegance. Hec should be very careful in
writing the names of the customers of the bank. If he
write them illegibly, there will be a loss of time in making
them out, # they may be misunderstood, so that money
Mmay be posted to the wrong account, and thereby loss
arise to the bank. On this account also, when two or
more customers have the same surname, he should be very
carcful to write the christian names fully and distinctly.
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The necessity for writing quickly, and the want of care-
fulness at first, are the causes why so few bankers’ clerks
comparatively write a good hand. But they should re-
member, that this is a most important qualification, and
a deficiency in this respect may be an insuperable bar to
promotion. Without this attainment a clerk cannot be
put to write up the customers’ books, nor to make out the
country accounts, nor to write the letters, nor to fill the
office of sccretary. “ You ought to be careful to write a
plain hand. You impose upon your correspondents a very
unnecessary and a very unpleasant tax if you requirc
them to go over your letters two or three times in orvder
to decipher your writing. A business hand is equally
opposed to a very finc hand. A letter written in finc
clegant writing, adorncd with a variety of flourishes, will
give your correspondent no very high opinion of you as a
man of business.” *

The plan of writing-masters who advertisc to teach good
and expeditious writing in a few lessons is as follows :—
The pupil rests his hand upon the paper without touching
it with his little finger. All the motion is then made
from the wrist. Those who have to write their names
many times in succession, such as in signing bank notcs
or in accepting bills, will find that on this plan they can
get through their work in much less time than if they
bend their fingers with every stroke of the pen.

The young clerk should also be taught to make his
figures clear and plain, so that a 2 cannot be mistaken for
a3, nora3forab. He should also take care that the
tail of his 7 or his 9 does not run into the lin®below, and
thus turn a 0 into a 6, and also that the top of his 4 does
not reach so high as to turn a 0 in the line above it into a 9.

* Lectures on the History and Principles of Ancient Commerce, by
3. W. Gilbart, p. 239.
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e should be careful, too, in putting his figures under one
another, so that the units shall be under the units, the
tens under the tens, the hundreds under the hundreds,
and the thousands under the thousands. Otherwise, when
he adds up the columns together he will be in danger of
making a “ wrong cast.”

He will also learn to use both hands at the same time.
In counting gold or silver coin, he will count with two
hands instead of one, and thus do double the work. In
entering & number of cheques or bills, while he holds the
pen in one hand he will hold a cheque in the other, and
then turn over the cheques as quickly as he enters them.
He will always turn them over one on the back of the
other, so that they will be in the same order after he has
entered them as before, and when they are ¢ called over”
they will come in the same order in which they are
entered.

He must also learn to “cast” quickly and accurately.
The two main qualifications in this operation are accuracy
and quickness. To ensure accuracy a clerk will cast every-
thing twice over. The first time he will begin at the
hottom of the column, and the second time at the top. If
he begin both times at the bottom of the column, the
association of figures will be the same; and if he has fallen
into an error the first time, he will be apt to fall into the
same error the second time. But if he changes the order,

. the association of the figures will be different, and he will
ot be likely to fall into the same crror. Quickness can
be acquired only by practice. But he will accelerate his
speed by making his figures plain, and placing them strictly
in a line under one another. He should also learn to cast
without speaking, for the eye and the head will go faster
than the lips.

He must also be taught to “ call over.” When he first
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comes into the bank he will call this sum, 315/ 10s. 64,
three hundred and fifteen pounds ten shillings and six
pence, but he will soon learn that more than half these
words may be suppressed, and he will say, three, fifteen,
ten, six. And so in the larger amount, 4,785/, 13s. 1d,,
instead of saying, four thousund seven hundred and
eighty-five pounds seventcen shillings and four pence,
he will call, forty-seven, eighty-five, thirteen, four. By
proceeding in this way, and speaking quickly and yct
distinctly, a column of figures may be called over and
checked in a very short space of time. He will, Low-
ever, take carc to avoid ambiguity. Thus, if the sum be
40/. 5s. 6d., he will not say forty, five, six, as that wouldl
mean forty-five pounds six shillings; but he will say, in
this case, forty pounds, five, and six. In cases where the
pounds consist of five figures, the two first denoting the
thousands are expressed separately ; thus 25,3471, 8s. 6d.
is called over twenty-five, three, forty-seven, cight, six;
and six figures, say 468,379/ 8s. 6d., is called over, four
sixty-eight, threc seventy-nine, cight, six.

He will also be taught to balunce ; that is, to find the
difference between two sums by addition, instead of sub-
traction. Thus, if the two sums be 1,3477. 16s. 3d. and
4,8341. 19s. 8d. he will be apt at first to put one under the
other and subtract, in this way—

£4,83419 8
1,347 16 3

Difference......... £3,487 3 b

But he must be taught to proceed by a merm#al process,
and will add the difference to the smaller number, thus—

£1,347 16 3 —  £483419 S
Difference......... 3,487 3 5

£4,834 19 8
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He performs this operation by beginning with the pence,
saying, or rather thinking, “three and five make eight,”
and so on. And thus the two sides of an account are
made to balance; that is, hoth sides are of the same
amount.

The principle of balancing pervades the whole system
of book-keeping. For example, we know that if to the
amount of cash in the bank last night we add the amount
received to-day, and deduct the amount paid to-day, the
remainder will show the amount on hand to-night ; and
a novice would very naturally put it down in this form—

£
Cash on hand last night ................ 100,000
Reeeived to-day...............ooooen, 60,000
160,000
Paid to-day ... 80,000
Cash on hand to-night ................... £80,000

But an accountant would arrange these four items in such
away as to form a balance, thus—

£ £
Cash paid away to-day ... 80,000  Cash on hand last night.. 100,000
Cash on hand to-night ... 80,000  Cash received to-day...... 60,000
£160,000 Balance .............. £160,000

In kecping the Progressive Ledger, the principle of
balancing is of constant occurrence. The ledger-kecper
brings out a mew balance cvery time he turns to an ac-
tount. But he never deducts—always adds. And if he
post several articles at the same time, the method is the

same, thus—
If the credit balance iS...........ccccoeeuvveeerenn. £1214 3 7
Aud he posts the following sums
to the debit of the accomnt....., £141 2 4
8 7 6
49 311
305 4 2
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he will add up these items, and mentally add a sum that
will make the whole equal to 1,2144. 3s. 7d., bringing out
this sum as a new balance, and placing it under the former
one as he goes on. Thus he will say, or rather think,—
“4 and 6 are 10, and 11 are 21, 'and 2 are 23, and (here
he must supply the figure) 8 are 81 =7 and carry 2;”
and he puts down the 8 in the pence division of the
balance column; and goes on in the same way to the
shillings, and afterwards to the pounds. When he has
placed this sum, 710l 5s. 84. he adds up the whole, in-
cluding this sum, in order to check the operation, and to
be sure that he is right.

He will then acquire a knowledge of the names and
functions of the different books, and of the terms and
phraseology used in book-keeping. The same book is
sometimes called by different names in different banks,
and different terms arc employed to describe the same
operations. But every clerk should use the langunage of
the office in which he is placed. IIe should call every book
by its proper name, and cmploy the phrases which arc
used by others. Yor instance, if the word ‘“money” is
used to denote coin, he must always use it in that sensc;
and not say “ money ” when he means bank-notes.

It will be of great advantage to a sensible youngster, if
one of the senior clerks should take the trouble to give
him a general notion of the system of book-keeping, and
show him the connexion that exists between the books
that he keeps and the other hooks of the office.

II. We shall now describe the system of Banking Book-
keeping, as published in the former editions of this work.

Every person, on opening an account with a London
banking-house, enters his name in a book called the
Signature-Book, and this book is referred to whenever #



ON BANKING. 283

draft is presented having a doubtful signature. The person
is supplied free of cost with a book of printed drafts and
a cash-book, called in some houses a Pass-Book, in which
is entered an account of his debts and credits, as often as
he thinks proper to leave it for that purpose.

London bankers do not usually give receipts for money
paid into their hands, but they enter the amount into the
customer’s book. A person paying money on account of
a country bank, will sometimes require a receipt, and he
is then given what is called a shop-receipt, in the follow-
ing form :—

; London, May 1, 1827.
| Received of [the country bank) the sum of one thousand pounds.
' To account for on demand.
For Iope, Rich, and Co.
£1000. A Cuashier.

The name of the party paying the money is not inserted
n the receipt, as that would require a stamp.

The payment of a draft, or a bill, is always made either
in Bank of England notes, or sovereigns, as the party
receiving it may desire. The London bankers never re-
issuc any country notes or bills of exchange, that may
come into their hands. When a cheque is paid it is can-
celled by drawing the pen four times in different direc-
tions, across the name of the drawer. In Scotland a paid
note or cheque is said to be “retired.” 1t is retired or
withdrawn from circulation.

Before explaining the banking system of book-keeping,
L will define a few terms which are often used in connexion
vith the subject. By the word &ill, is always mcant a
bill of exchange not yet due. The word cash, denotes the
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various items included in a credit or cash entry, and may
denote due bills, cheques, bank notes, country notes, or
coin. The terms chegue and draft are used synonymously,
and denote an order on a banker, payable on demand.
The word draft is never used in London to denote a hil]
of exchange, though this use of the term is very common
in the country. Both bills and drafts are often called
articles, and if they are cash, they are styled cash articles.
An addressed bill is a bill made payable at a banking.
house. A discounted bill is usually called a discount. By
money is always meant coin. To post an article is to place
or enfer it in the ledger. One book is said to mark against
another when the same entry is made in both books. One
book is checked by another, when any error in one hook
would be detected by some operation in another. 'To
check a book, or an account, is to examine it, and prove it
correct, or make it so. To cast, or cast up, means to add
together. The bdalance of an account is the difference
between the credit and the debit side. An account is
said to dalance when the credit and the debit side arc of
the same amount. To balunce an account is to enter the
balance, and to add up both sides, and then to bring down
the balance as a new amount. The credit side of an
account, or that on which the cash received is placed to
the credit of a customer, is the right-hand side as you
face the ledger; the debit side is the left-hand side. In
London, the establishments of bankers are usually called
banking-houses, not banks. A person who has an account
at a banking-housc, is said to keep a banker.

I shall now describe the various books in the order of
the different departments to which they belong.
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I.—The Cash Department.

The principal hooks in this department are the fol-
lowing :—

1. Two WasTE-BoOks.—One is called the Received-
Waste-Book, and the other the Paid-Waste-Book. In
the former is entered an account of all the cash received,
and in the latter is entered an account of all the cheques
and bills paid. The Received-Waste-Book is ruled with
" double cash column on the right-hand side of the page.
In making an entry into this book you will procecd as
follows :—First, cnter the name of the party who lodges
the money ; then enter in the first cash column the par- -
ticulars of which the credit consists, specifying each par-
ticular in the space at the left-hand. In receiving Bank
of England notes, the number and date of each note must
he mentioned ; but if the notes are numerous, make them
up in a parcel, and writc on the outside the total amount,
and the name of the party of whom they were reccived.
(all this parcel ¢ Sundries” in your entry. These parcels
of sundries will be marked, and sent to the Bank of
England for other notes on the following day. Cheques
.on your own bank are to be entered by the name of the
drawer and the amount. Country notes are to be entered
by the name of the London banker at whose house they
are made payable. These are distinguished from cheques
upon bankers, by stating short the number and deno-
mination of the notes—thus, j 2.
to be called money. After entering all the particulars of
a credit, add them together, and carry out the amount
into the farther cash column. At the close of the day add
up this outer column, and sce that the total agrees with
the amount in the Day-Book.

All gold and silver are
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If a customer brings his book with him when he lodges
cash, the cashier enters the credit, and rcturns the book
to him, unless it be left at the bank for the purpose of
having the debit side also written up.

In recciving money for a deposit receipt, the entry is
made in the same way as when the money is placed to a
current account; but the words Deposit Receipt, or the
letters D. R. are written against the name of the depo-
sitor.

In the Paid-Waste-Book is entered an account of all
the bills and cheques paid by the bank. This book is
ruled on cach page with a cash column on the right hand,
and another on the left hand, leaving a space betwecn.
When a cheque is paid, the amount is placed in the left-
hand cash column-—then the name of the drawer in the
open space—and in the right-hand cash column are en-
tered the particulars of the payment. Bank of England
notes are entered by their number. It is not necessary
to enter the date, as that can be found if necessary cither
in the Cash-Book of the preceding evening, or in the
Recceived-Waste-Book, or the Lists of the same day.
When a deposit receipt is paid, the same order is ob-
scrved, but the letters D. R. are added. All gold, silver,
and copper, are called money. At the close of the day,.
all the payments arc added together, and should agree
with the amount in the Day-Book.

Each cashier has a Received-Waste-Book, a Paid-Waste-
Book, and a Money-Book.

2. MoONEY-Book.—This is a small book ruled with a
cash column on the right-hand side of each page, and it
contains an account of all the coin, that is, the gold, silver,
and copper in the bank. Each cashier will enter in his own
Money-Book the money he receives and pays in the course
of the day. On the left-hand page of the book he will
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copy from his Paid-Waste-Book the various sums of money
he has paid, and on the right-hand page he will copy from
his Received-Waste-Book the various sums of money he
has received. In each case he will enter against the
respective sums the totals in which they arc included.
Thus, if in paying a cheque of 175/. 2. 6d. he pay 5 -2 -6
money, he will enter it thus—“£175 2. 6. £5-2-6.”
The money is counted up at night, and must agree with
the balance of the Money-Book ; and this balance is then
entered in the Cash-Book.

3. Casu-Book.—In this book is entered every night a
specification of all the cash in the bank. The items will
consist chiefly of Bank of England notes, parcels of sun-
drics, country notes, cheques on other banks, and the
balance of the money. The Bank of England notes are
entered by their number, date, and amount. The parcels
of Bank of England notes, called sundrics, are entered by
the word “ Sundries,” then the name of the parties of
whom they were received, and the amounts ; country notes
by the name of the country bank, and the London agent
at whose house they arc made payable; cheques on other
banks by the name of the drawer of the cheque—the
name of the banker, and the amount. In this hook gene-
rally the cash articles arc more fully deseribed than in
the Received-Waste-Book. In some banking-houses the
Cash-Book is called the Stock-Book, and in others the
MAKE-up-Book.

4. DAY-Book.—This book is ruled with a double cash
column at the right:}lalld side of each page. The ac-
countant enters in the Day-Book an account of all cash
paid and received during the day, placing each transaction
under the class of operations or accounts to which it
belongs. On the left-hand page of the book he enters the
cash which is paid, and on the right-hand side, the
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cash which is received e commences by writing the
day of the week, and of the month : then on the left-hang
side he writes a heading, “ CURRENT ACCOUNTS.”  Under
this head he enters all the cheques paid, copying from tle
cheques the name of the drawer, and the amount, which
is placed in the first cash column. The sum of all the
cheques is brought forward into the second cash column,
The second heading is “ DErosIT RECEIPTS ;” under which
head the individual reccipts paid are entered, mentioning
the number, the name of the depositor, and the sum; and
bringing out the total amount, as before, into the sccond
cash column.

The accountant may, if he please, make these headings
in the morning, leaving such a space for the transactions
under each head, as his experience may show him to be
necessary. Thus, he may keep up his Day-Book through-
out the day, and merely have to add it up and balance it
when the bank closes. The other headings may be,
“Bills Discounted this day,” “ Interest paid on Deposit
Receipts,” “ Bank Premises,” “Incidental Expcnscs,”
“ Branch Accounts,” &c. &c. answering to the accounts in
the General-Ledger.

On the right-hand page, or credit mde of the Day-Book,
the cash received is entered under corresponding head-
ings, as “CURRENT Accounts,” “Dgrosrr Recewts,”
“BiLLs DISCOUNTED PAID THIS DAY,” &c. &c. The entrics
under the heads of Current Accounts, and Deposit Re-
ceipts, are copied from the Received-Waste-Books: the
entry expresses only the name and the amount. ’

After all the entries have been made, add up the dehit
and the credit sides. To the credit side, add the amount
of the Cash-Book on the preceding evening; to the debit
side, add the amount of the Cash-Book on the same €ven-
ing; and, if the totals agree, the « hank is right,” that i,
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the transactions of the day have been correctly entered ;
but if not, then the bank is wrong, and the error must
be discovered by “ marking off ” the various books.

In large establishments the Day-Book is divided into
two books; the debit side forming one book, and the
credit side the other book. One is called the “Paid-Day-
Book,” and the other, the “ Received-Day-Book.” The
advantage of this division is, that two persons can bc em-
ployed at the Day-Book at the same time. In some banks
the Day-Book has three cash columns, the third being
used for transfer entries. These are entries in which no
cash is actually paid or received by the bank; but an
amount is transferred from one account to another. TIn
other banks, all the tranfers are passed through the Re-
ceived-Waste-Book. By some London houses the Day-
Book is called the Cash-Book, and its two divisions are
called the “ RECEIVED-CASH-BoOK ”’ and the “ PAID-CASH-
Book.”

5. CURRENT-ACCOUNT-LEDGER.—In this book every cus-
tomer has a separate account. The sums received to his
credit are posted from the credit side of the Day-Book,
and the Ledger folio is placed in the Day-Book, in a
column ruled for that purpose. The debit- side is posted
from the cheques themselves, and the Ledger folio placed
in the debit side of the Day-Book on the following morn-
ing, when the Day-Book is marked against the Ledger.
The entry of a cheque in the Ledger includes the date of
payment, the name of the party to whom it is payable,
and the amount. The entry of a credit includes the date,
the word “Cash,” and the amount. When the cash is
Paid into the bank by a third party, it is usual to enter it
in the Ledger as “ Cash per A. B.” When a credit arises
from a bill lodged for collection having become due, the
name of the accepter is substituted for the word cash.

U



290 A PRACTICAL TREATISE

Some banks follow what is called the progressive plan
of keeping the Ledger. By this plan the balance is
brought out every day, and thus we see the progress of
the account. In the ordinary way, each page of the
Ledger is divided into the debit and the credit side, and
each side has ruled columns for the date, the transaction,
and the amount. But in the progressive Ledger there is
only one column for the date of both the credits and the
debits—one space for a description of the transaction,
whether credit or. debit—and then three cash columns.
The first column is the debit column; the second is the
credit column; and the third is the column into which
the daily balance is brought out. The advantage of this
plan is, that you can see at once what sum a party has on
his acconnt, without the delay of adding up the debit and
the credit columns. Most banks that allow interest on the
balance of the current accounts, keep their Ledger on the
progressive plan ; and, besides the columns I have men-
tioned, there are, on the right side of the balance column,
a space for inserting the number of days the balance may
remain stationary, and two interest columns—one for the
interest of a credit balance, and the other for the interest
of a balance-overdrawn. Most banks divide the Current-
Account-Ledger into two or more parts, and the names of
the depositors are placed in alphabetical order, from the
beginning of the first Ledger to the end of the last.

6. DEerosir-RECEIPT-BOOK.— Deposit Receipts arc re-
ceipts granted for sums of money that are likely to remain
a considerable time, and upon which interest is allowed.
These receipts are distinguished from current accounts.
Cheques cannot be drawn against any sum lodged as 2
deposit receipt ; but when the amount, or any part thereof,
is withdrawn, the receipt itself must be produced at the
bank, and delivered up. The Deposit-Receipt-Book is not
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kept ledger-wise ; that is, each person has not a separate
account opened for him in a distinct part of the book, but
the receipts are entered chronologically, according to the
date of the lodgment. The entry includes date of lodg-
ment, name of depositor, profession, residence, amount,
interest paid, principal and interest. The last two par-
ticulars are of course not entered until the receipt is can-
celled.  If a party is desirous of withdrawing only a part
of the lodgment, the whole receipt is cntered as paid, and
a new receipt made out for the sum which remains.

I1.—The Bill Department.

Bills are divided into two classes—bills deposited, and
hills discounted. Bills deposited are bills lodged in the
bank for collection, to be placed, when due, to the credit
of the depositors. Bills discounted are those for which
the money has been advanced, and which are, therefore,
the property of the bank. These two classes of bills are
entcred in separate sets of books; but, as the books are
kept in nearly the same manner, I shall describe them
together.

1. BILL-REGISTER. These books are kept, as the

Discount-REGISTER. } word register seems to imply,
chronologically—the bills being entered immediately after
each other, in the order in which they come into the bank.
The entry includes date when deposited or discounted,
name of ingiver, drawer, accepter, date, term, when due,
amount, daily amount. The bills are numbered, and the
register-number placed upon each bill. The daily amount
of the Discount-Register is entered in the debit side of
the Day-Book, under the head, Bills Discounted this
day.” T advise that the headings of the columns of this,
and of all the other books, be printed. This saves time
and prevents mistakes.

U2
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2. BILL-LEDGER. In these books a separate ac-
DiSCOUNT- LEDGER. } count is opened for each party;
and the same bills which have previously been entered in
the Registers are cntered in these Ledgers; but the cntry
is much shorter. A full description of a bill is given in
the Register only, and the register-number is placed as a
reference in every book in which the bill may subsequently
be entered. The entry in the Bill, or Discount-Ledger,
includes date when dcposited or discounted, name of ac-
cepter, when due, and amount. In some banks the Dis-
count-Ledger is kept upon the progressive plan, which is
very useful, as it shows at once to what amount any party
may be under discount. In addition to this, some banks
place in the Discount-Ledger an account of all bills they
'may have discounted, to which the party is an accepter.
These bills are distinguished from those which have been
discounted for the party himself, by being placed on the
left-hand side of the page. This account is also kept on
the progressive plan. A Discount-Ledger, kept in this
way, will have three cash columns ruled on each side of
the page: the three on the left-hand will be headed,
“Where Accepter;”’ and the three on the right-hand will
be headed,  Where last Indorser.” Between the two sets
of columns will be entered—date when discounted—re-
gister number—name of accepter or drawer—when due.
The advantage of this plan is, that on turning to any
party’s account, you see at once the whole of his engage-
ments to the bank, whether arising from bills that have
been discounted for himself, or bills to which he is only
the accepter.
3. BILL-JOURNAL. In these journals the bills ar¢
DISCOUNT-JOURNAL. } entered under the respective
days on which they fall due. For this purpose the day of
the week, and of the month, is placed at the top of each
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page. This book may be made to last exactly a year, by
having headings for every day, from the lst January to
the 31st December, omitting Sundays. The entry inclydes
the register-number, name of depositor, or for whom it
was discounted, accepter, and amount. The Discount-
Journal has three cash columns; one for the amount of
each hill, another for the bills paid, and another for those
unpaid. The entry is made in the first column, on the
day the bill is discounted; and in the other two on the
day the bills fall due. The total amount of bills paid each
day is copied from the Journal into the received side of
the Day-Book. Those unpaid are entered into the transfer
column of the Day-Book, and in the Past-Due-Bill-
Book. The Bill-Journal nced only have one cash column,
as most banks find it more convenient to credit their cus-
tomers’ accounts with all the bills on the day they fall due,
and debit them on the following day for those that remain
unpaid. Those banks, however, that prefer it, may have
scparate columns in the Bill-Journal, for the paid and the
unpaid bills; and, in that case, the unpaid bills are re-
turned on the following day to the depositor, without
being passed through his cash account. This is sometimes
called, being “entered short.”” Some banks make one
book serve the purposc of both a Bill-Journal and a Dis-
count-Journal; one page of the book being used as a
Discount-Journal, and the opposite pagc being used as a
Bill-Tournal.

4. THe Lists.—Each banking-house divides London
into a certain number of districts, according to the extent
of its business. Each district is called a Walk, and usually
takes its name from the direction in which it lies; as the
East Walk, the West Walk, and so on. To each walk is
assigned a book, in which is entered every day a list of the
bills due in the walk; and hence the book is called a
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List. Each List takes its name from the walk to which it
belongs; as the East List, the West List, &. The page
is divided into four columns; the first and third of which
are cash columns. In the first column is entered the
amount of the bill; in the second, the name of the ac-
cepter and the register-number. This is done the day
before the bills are due. After the teller has returned
from presenting these bills for payment in his walk, he
“answers” each bill; that is, he places against it an
account of the cash he has received for it, whether
cheques, bank notes, or money. The amount is entered
in the third column; and, in the fourth, the description
of each kind of cash. If the bill be not paid, he writes
L. D. for “left direction,” and then enters the bill in the
“Unpaid List.”

In the Unpam-LisT are entered all the bills not paid
when presented for payment. In the course of that day
or the following these bills are ‘answered,” either by
being paid, or by being passed to the debit of a customer’s
account, or by being transferred to the Past-Due-Bill-
Book. In some banks the Unpaid-List is called the
“ TaxE-UP-BOOK.”

Cheques upon other banks are entered in the Lists in
the same way as bills, unless the bank sends a clerk to the
Clearing-house, and then they are entered in the “Clearing-
out-Book.” ‘

From this description it will be seen that when a sum is
received to the credit of a current account, it is entered in
the Received- Waste-Book, copied from thence into the Day-
Book, and from thence into the Current-Account-Ledger.
When a cheque is paid to the debit of a current account
it is entered from the cheque itself into the Paid-Wastc-
Book, the Day-Book, and the Current-Account-Ledger-

When a sum is received for a deposit receipt, the su
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is entered before the receipt is granted in the Deposit-
Receipt-Book, and afterwards in the Receipt-Waste-Book
and Day-Book. When a deposit rcceipt is paid, it must
be discharged in the Deposit-Receipt-Book, then entered
in the Paid-Waste-Book, and afterwards in the Day-Book.

When a bill is discounted, the discount is calculated by
the accountant, who at the same time observes if it is
drawn on a proper stamp, and is in every respect a regular
and negotiable instrument. If the party for whom it is
discounted have a current account, the full amount of the
bill is placed to his credit, and he is debited for the
interest. If he have no account he is paid the amount
minus the discount, and the cntry is made in the Paid-
Waste-Book. The bills discounted each day arc cntered °
individually in the Discount-Register, and the total amount
copied into the Day-Book. The bills are also entered indi-
vidually in the respective accounts in the Discount-Ledger,
and under the days they fall due in the Discount-Journal.
When these bills are due, the amount paid each day is
entered in the Day-Book in the cash column, and the
amount unpaid is transferred to the Past-Due-Bill account,
and is entered in the Day-Book in the transfer column.

When a bill is deposited, it is entered in the Bill-
Register, the Bill-Ledger, and the Journal. When due it
is placed to the credit of the party by whom it was lodged,
and is copied from the Journal into the Day-Book, thence
into the Current-Account-Ledger. If unpaid, the account
is debited on the following day, and the bill is returned to
the depositor.

At the commencement of each day, all the entries made’
the preceding day in the Day-Book, are marked against
the respective books by the accountant, or under his
Superintendence. He also marks the Cash-Book, and
checks the adding up. The Customers’ Books are then
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compared with the Current-Account-Ledger. The debit
side of these books is usually written up the preceding
evening from the vouchers by the tellers, or out-door
clerks. The accountant writes up the credit side, and sees
that both sides agree with the Current-Account-Ledger.

II1.—The Country Department.

In this department is managed the business of the
country banks, and of those customers who live in the
country. When the letters are delivered in the morning
by the postman, onc clerk takes them and enters in the
Waste-Book the cask enclosed in the letter to the credit
of the respective parties. Another clerk takes the letters
and enters the 4ills in the Country-Bill-Register, the Bill-
Ledger, and the Bill-Journal. The letters are then handed
to a third clerk, who copies off into a book all the pay-
ments, which are to be made immediately in cash. This
book is usually called the Draft-Book, as-.the party re-
ceiving the money signs a draft for the amount, which is
as good as signing a receipt. If the payment is to be
made to a banker, he receives notice in a printed form,
called a memorandum ; but if the payment is ordered to
be made to a private individual, he must call for it, and
claim the exact amount. The following is the form sent
to a banking-house. The right-hand side is filled up by
the house to whom it is sent, and the memorandum is
paid through the clearing.

London, December 1,1834.
Messrs. Hops, Rick & Co.
Puay E. F. Esq. or bearer,
the sum of one hundred pounds,
on account of [the cvuntry bk.]
For Messrs. Steady § C0-
£100. A Clerk.

London, December 1,1834.
Messrs. Steady & Co.
Recetve of [the country bank)
per Messrs. Hope, Rich, & Co.
the sum of £100.

On account of (E. F. Beq.]
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A fourth clerk now takes the letters, and enters all the
advices (that is, bills advised to be paid when due) in the
Advice-Book and in the Advice-Journal. The correspond-
ing clerk who answers the letters usually manages the
stock department. Hence he observes the orders to pur-
chase or sell stock, to procure powers of attorney, and
other business of that kind. When writing a reply to the
letters received, he notices if all the items in the lctters
are marked by the proper clerks. If anything is wrong
he is informed of it. Bankers’ letters are usually short
and plain, comprising only two or three lines. The fol-
lowing example includes all the ordinary topics.

Messrs. Horg, Ricu & Co. Bankers, London.

Country Town, May 1, 1827,
GENTLEMEN,—Enclosed we remit you sixteen bills, value 1,750/ and
cash 250/ making together 2,000/, to our credit; and we subjoin a list
of payments and advices, to be made to our debit. We will thank you
to purchase 10,000/. new fours, in the name of James Wealthy, gentle-
man, of Stately House, near Prince Town ; and forward us a power of
attorney for sale, and dividends of 200/. Consols, now standing in the
name of Susan Thrifty, spinster, of this place. Please inform us of the
respectahility of Messrs. John Careful & Co. of Southwark—they bank
ot Messrs. Steady & Co. Lombard-street. The bill you sent us to pre-
sent here for payment has been paid, and we credit you 50Z. the amount.
We herewith send you the signature of our rclative, Mr. John Keen,
who is going. to London, and whose drafts to the extent of 3,000/, we
wish you to honour to our debit. On Mr. Keen’s return, which will he

in about a week or ten days, he will bring with him our paid notes.
‘We are, Gentlemen,
Your obedient Servants,
KeeN, Busy & Co.

[rEPLY.]

Messrs. Keen, Busy & Co. Bankers, Country Town.
London, May 1, 1827.
GeNTLEMEN,—~We have received your favour of yesterday’s date,
enclosing sundries, value 2,000/., which we have passed to your credit,
and note your lists of payments and advices. We also credit yom
L476/. 16s. 6. per Messrs. Good & Co. on account of John Green.
We have inquired of Messrs. Steady & Co. as to the respectability of
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Messrs. John Careful & Co. and are informed they are highly respect-
able. We now enclose a stock receipt for Mr. James Wealthy’s 10,0007,
new fours, 10,0124, 10s. to your debit; and also Susan Thrifty’s power
of attorney, for which we debit you 1/ 1s. 64.; also a dishonoured hill
on Badluck, noted, 100. 1s. 6d. to your debit: and your weekly cash
account and monthly account current, which we trust will be found cor-
rect. We debit you 50 for the bill you had the goodness to present
for us; and we now enclose another on White, 120Z. which we will thank
you to get accepted and return. We have opened a credit in favour of
Mr. John Keen, for 3,000/, and will forward your paid notes by him as

requested.
We are, Gentlemen,

Your obedicut Servants,
Hore, Ricu & Co.

Those London bankers who act as agents to banks, or
to other partics in the country, will have occasion for the
following books. The first seven arc kept in the same
manner as the corresponding books in the Town Depart-
ment. All the entries in the Country-Ledger, as well as
those in the Town-Ledger, must first pass through the
Waste and Day-Books. The credit side of the Ledger is
posted from the Bill-Journal and the Day-Book. The
debit side is posted from the vouchers themselves, and, like
the debit side of the Town-Ledger, will mark against the
Paid-Day-Book and the “ Clearing-in-Book.”

1. A Country-Ledger.

2. Country-Bill-Register.

8. Country-Discount-Register.

4. Country-Bill-Ledger.

5. Country-Discount-Ledger.

6. Country-Bill-Journal.

7. Country-Discount-Journal. :

8. Advice-Book.—In this book are entered an account
of bills advised to be paid on account of the Country
Banks.. This book is kept ledger-wise, each bank having
a separate account.

9. Advice-Journal.—This book is similar to the Bill-
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Journal, and it contains the advices under the heading of
the days on which they are to be paid.

10. Credit-Book.—This book contains an account of
the credit granted by a country bank in favour of any
party. Each party has an account open for him in this
book, and the amount of his credit is placed to this ac-
count. He is debited for such cheques as he may draw,
and the cheques are then passed to the debit of the
country bank in the Country-Ledger.

11. Acceptance-Book.—In this book are entered those
bills which have been received from the country, and
which require the acceptance of the party on whom they
arc drawn. The entry includes the date when taken out,
the name and residence of the drawee, the register-number,
and the amount. There are also two vacant columns, in
one of which the clerk who takes the bill for acceptance
enters his initials when he brings it back; in the second
column are entered the initials of another clerk to whom
the bills when “brought in from acceptance’ are deli-
vered. Though this book is connccted with the country
department, it is usually kept in the town office.

12. Stock-Book.—London bankers have usually powers
of attorney from their correspondents in the country,
authorizing them to receive dividends on the Government
funds. All these are entered in a book called the Stock-
Book. The book is divided into several parts for the
different kinds of stock, as 3 per cent. Consols, 3 per
cent. Reduced, &c. &c. In each division are entered the
powers of attorney held by the bank. The entry includes
date of the powers, names of the attorneys, names of the
holders of the stock, and the amount. These entries
should be made a tolerable distance apart from each other,
to leave room to notice any alteration that may take

Place in the amount of the stock either by sales or new
purchases.
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Every country bank keeps an account with a London
bank. The country banker receives from London a weekly
statement of his cash accounts, and a monthly account
current. The cash account is a copy of the London
banker’s ledger. But as the London banker does not
consider as cash any thing which may not be immediately
turned into Bank of England notes, the cash account docs
not exhibit a statement of the undue bills which the coun-
try banker may have remitted, nor of the bills which he
may have advised to be paid. By means of a monthly
account current he has a full view of all these transactions.
On the credit side of the account current is entered the
total amount of each remittance, whether it consists of
bills or cash. These are followed by entries of “extra”
sums of cash that have been lodged to the credit of the
country bank by parties resident in London. On the
debit side of the account current is placed the total amount
of the “advices;” that is, of bills advised to be paid, and
also any “extra’” payments of “drafts” to persons in
London. Then the account is balanced, and we have an
easy check by which any error that may have crept into
either the cash account or the account current is detected.
For if both accounts be correct, the amount of advices not
yet due, added to the balance of the account current, will
be equal to the amount of bills not due, added to the

balance of the cash account.

IV.—The Note Department.

Those banks that issue notes will have occasion for

A NoOTE-REGISTER.—In which the denomination, num-
ber, and date of the notes, will be entered when prepared
for circulation. The total amount of notes, as soon as
they are received from the stamp office, or at least as soon
as they are signed by the banker or manager, are entered
to the credit of “note account,” and are afterwards taken
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down daily as part of the “ cash’ in the possession of the
bank. If the notes on hand be deducted from the balance
of the note account, the remainder will show the amount
of notes in circulation. Another way is to open an ac-
count for “Notes in Circulation,” and to credit this
account for the notes on hand cvery morning, and debit
it for the notes on hand every night: the balance will
show the amount of notes in circulation. There should
also be a book for the ““ Register of Cancelled Notes,”’ in
order to keep an account of those notes which, having
hecome unfit for further use, have been cancelled and
destroyed. The notes when cancelled are placed to the
debit of the *“ Note Account.”

V.—The Branch Department.

In those banks that have branches, the head office
keeps an account with each branch, in the same way as
a London banker keeps an account with a country bank.
There is usually an additional “ Bill-Register” for the
bills payable at branches. Each branch lhas also two Bill-
Registers, for the bills payable at head-office, and the bills
payable at branches, and frequently another for the bills
sent for collection to agents, where the branch does not
remit a]l its bills to the head office, but dircct to agents
in other places in order to be collected. Every country
banker has also similar Bill-Registers for « Bills payable
in London,” “Bills payable at Bristol, Manchester, &c.”
as the case may be; and of course corresponding accounts
must be opened in the General-Ledger.

There must also be a book for entering “ Branch Notes
paid.” These notes may either be placed as the debit of
the branch on the day they are paid, or they may be
carried daily or weekly to the debit of an account to be
called “ Branch Note Account,” and may be placed to
the debit of the branch on the day they are sent home.
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VI.— The General Ledger,

Into this Ledger, under the various aecounts, will bhe
entered the totals of the corresponding headings or ac-
counts specified in the Day-Book. The accounts in this
Ledger denote the various classes of operations, and the
balances show at all tirges the cxact state of the bank.
Every Saturday night the totals and balances of these
accounts should be taken off on a balance-sheet. When
all the debits are added together, and all the credits are
added together, the two sides will agree ; that is, they will
be of the same amount. These balance-sheets may be
printed and bound together in a book, to be called “ the
General-Balance-Book.” I cannot better explain the
General-Ledger than by giving the form of the weckly
balance-sheet, with the names of thosc accounts which
most banks have occasion to introduce. I have dis-
tributed these accounts into five classes :—1. Lodgments.
2. Investments. 3. Expenditure. 4. Cash Account, with
Branches; and 5. Proprietors’ Accounts. Each bank,
however, will open such accounts as are adapted to its
transactions. Whatever books the business may render
necessary will require to have corresponding accounts.
The General-Ledger contains the summaries of all the
other books. Thus, the account called * Current-Ac-
counts,” contains the summary of the Current-Account
Ledger. The account called “ Deposit-Receipts,” is a
summary of the Deposit-Receipt-Book. The account
called “ Bills discounted,” is a summary of the Discount-
Register and the Discount-Journal. In this way every
book in the office has a corresponding summary in the
General-Ledger. Hence; this book is a check upon all
the other books; and by means of these summaries, the
partners or directors of a bank can see at once the actual
state of their affairs, and can trace the progress or decline
of different banchess of their husiness.
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THE

BANKING COMPANY.

Amounts and Balances of the GENERAL LEDGER on

Amounts. Dr.|Balances. Dr.

e | =

Ledger

Titles of Accounts,

S
°
[~

|

Balances, Cr. Amounts. Cr.

1. LopeMENTS. -

London Current Accounts.
Country ditto.
Deposit Receipts.
Bills Deposited (in London).
Ditto (from the Country).
Notes in Circulation.
Credits on Agents.

1I. InveEstMENTS.

BillsDiscounted (in London).
Ditto (from the Country).
Past-Due Bills.
Government Stock.
East India Bonds.
Exchequer Bills.
Loans to Customers,
Ditto to Brokers.
Interest Account.

II1. ExpENDITURE.

Bank Premises.
Rent.

Taxes.
Salaries.
Stationery.
Incidental Expenses.
Law Expenses.

Brancnss.

Branch A.
Branch B.
Branch C.
Branch D.

V. PROPRIETORS’ ACOCOUNTS.
Paid-up Capital.
Preliminary Expenses.
Dividend Account.
Unclaimed Dividends.
Surplus Fund.
Profit and Loss.
Fund for Bad Debts.

|

IV, Casa Account, WITH

General Account of Cash.
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It will be observed, that the accounts introduced into the
preceding balance-sheet are such as would be necessary to
a London bank that had country agencies and hranches,
and issued notes. No such bunk exists. But I have intro-
duced all these accounts that each bank may take those
which are adapted to jts transactions. It will also he
observed, that I have kept the country business distinct
from the town business; so that the comparative extent
of each may be immediately perceived. I have introduced
cash columns for the AMOUNTS as well as the BALANCES;
for although the balances are sufficient to show the actual
state of the bank, yet the amounts arc necessary to show
the business that has been done since the previous half-
yearly balance.

1. The first class of accounts, under the head of Lona-
MENTS, are all credit accounts ; that is, the balance is on
the credit side.

CURRENT ACCOUNTS are those which are usually kept by
the London bankers, and are called by the Bank of
England, “ Drawing Accounts.” DrprosiT RECEIPTS are
more permanent ‘lodgments, upon which the joint-stock
banks allow interest. The account ‘BILLS.DEPOSITED,”
not being a cash account, might be omitted without de-
ranging the balance of the General-Ledger. If intro-
duced, its balance must be placed on both sides the
balance-sheet, or the totals will not agree. The General-
Ledger is no check upon the accuracy of this account.
It should, therefore, be checked periodically, by taking off
the daily amounts current from the Journal, and com-
paring the total with the balance of “ Bills Deposited in
the General-Ledger.”

Some banks distribute their bills deposited into several
accounts, as “ Bills Deposited by Agents,” “Bills Depo-
sited by Branches,” “ Bills Deposited by Private Parties,”
&c. &c. On the debit side of the General-Ledger these
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“bills deposited ” are mixed with the bills discounted in
different accounts, according to the places where the bills
arc payable, as “London Bills,”” “Manchester Bills,”
« Branch Bills,” &c. Those deposited bills that are pay-
able in the place wherc the bank is established, are usually
distinguished from the discounteq bills; one account being
called “ Local Bills Discounted,”” and the other * Iocal
Bills Deposited.”

NOTES IN CIRCULATION.— When the notes are made
payable at any other place beside the place of issue, this
account will only show the ““apparent circulation,” as the
notes that have been paid by the agents, or at the other
branches of the bank, cannot he brought into the account
until they have been returned for re-issue. I have classed
this account under the head of Lodgments, beeause it
denotes a portion of the debt due from the bank to the
public.

CreEpITS ON AGENTS.—When a bank grants a Bill, or
Letter of Credit, upon their agents, the money received is
placed to the credit of this account. When the bill is due,
or the credit paid, it is placed to the debit of this account,
and to the credit of the agent’s cash account. The busi-
ness of some banks requires a subdivision of their credits,
as “Credits on London Agents,” “Credits on Bristol
Agents,” &c. Some banks have also an account for
“Credits on Branches;” but, where all the credits granted
are payable on demand, they are usually placed at once to
the credit of the cash account of the branck on which
they are drawn.

2. INVESTMENTS.—The accounts belonging to this class
are all debit accounts; that is,-the balance (if any) is
always on the debit side. *

In the foregoing balance-sheet it is presumed that all
the bills are payable in London, as the London bankers do

X
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not discount bills payable elsewhere. The division into two
accounts is merely to show the comparative extent of the
town and the country business. The first account includeg
the bills discounted for parties resident in London, and the
second includes the hills discounted for parties resident in
the country. Where the bills arc payable at different
places, they arc referrcd, as I have alrcady intimated, to
different accounts, as “ London Bills,” ¢ Bristol Bills,”
“ Manchester Bills,” &e. It is not usual, in these cascs,
to distinguish between the bills discounted and the hills
deposited, but to place them together on the same ac-
count; for instance, the account “ London Bills”” would
include all bills payable in London, whether discounted or
deposited. If thought proper, however, they may be casily
divided into scparate accounts, as “London Bills Dis-
counted,” and “ London Bills Deposited.”

Past-nue-Binrs.—When a discounted bill is not paid,
it is transferred to the debit of this account. ¢ Bills
deposited ” never pass into this account, but if wnpud,
are rcturned to the parties by whom they were de-
posited.

When the bank purchases “ Government Stock,” © Ex-
chequer Bills,” “India Bonds,” &ec. the purchase-moncy
is passed to the debit of an account raiscd for the purposc.
Upon re-sale the account is credited for the money re-
ccived, and the difference between the money invested and
the money reccived is passed, at the end of the year, to
the debit or the credit of profit and loss account.

LoaNs.—This account is dcbited for the amount of
any loan granted to a customer, or to any other party, on
sccurity. When a customer wants a temporary advancc,
the usual way, in London banks, is, not to let him over-
draw his account, but to place to his credit the sum he
may require, and debit the loan account. The interest 13
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charged upon the full amount of the loan. When the
loan is repaid, this account is eredited.

3. EXPENDITURE.—The accounts under this head re-
quire little explanation. ¢ Bank Premises” is debited for
the expense of altering, painting, &c. the buildings and
offices connected with the bank. The other accounts are
debited for the different classes of expenditure as they
oceur. At the end of the year these accounts are eredited,
and the several amounts arc placed to the debit of profit
and loss account.

4. Casit Accouxt wrrir Braxcies.—The title of this
class of accounts is sufliciently explanatory. I will only
ohserve, that in some banks each branch keeps a distinet:
cash account with every other branch, and with the several
agents of the bank with whom it may have transactions.
But, in other banks, cach branch passes all its transactions
through its cash account with the head office. It debits
the head office for whatever it may remit to cither a
branch or an agent, and it credits the head oflice for what-
cever sums it may receive from a branch or an agent.

5. Prorrmrors’ Accounts.— This class of accounts
refers to the internal operations of the bank.

Pamp-up Cavitan.—If the capital has been paid up at
different times, this account may be divided into “ Iirst
Instalment,” ¢ Sccond Instalment,” ¢ Third Instal-
ment,” &e. ’

PreEciMINARY EXPENSES. — Scveral  joint - stock  banks
have passed to an account of this sort the expense of
forming the company ; and these expenses are discharged
out of the profits, by cqual portions, in the course of five
or ten years. This is considered a more cquitable mode
than to pay these cxpenscs out of the profits of the first
two or three years. '

X2
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SurrLvs FuND. — When the whole of the annual
profits are not divided among the partners or proprictors,
the surplus is transferred to an account, called “ Surplus
Fund,” where it remains for the purpose of being applied
to meet any losscs or contingencies that may occur in
after years. '

Prorrr AND Loss.—To the credit of this account is
placed all interest and commission received; and to the
debit is placed all intcrest paid. These entries are made
at the timc the transactions occur. At the end of the
year this account is credited for all the profits that have
been made during the year upon Government Stock,
Exchequer Bills, &e., and is debited with the several
items of expenditure. The Profit and Loss Account may
be subdivided into several accounts, as ‘“Interest Re-
ccived on Bills Discounted,” “ Commission Received,”
“ Interest Paid on Deposit Receipts,”  Charge for
Agency,” &c. &c. When it is not thus divided, a com-
plete abstract of the account should be made out at the
end of the year.

GENERAL AccouNT OF Casll.— The introduction of
this account makes the General-Ledger a perfect check
upon the other books. For by this means the total of all
the balances of the debit side of the General-Ledger are
equal to the total of all the balances of the credit side.
To the debit of this account is passed, every day, the
total amount of the credit side of the Day-Book; and the
account is credited for the amount of the debit side of the
Day-Book ; consequently, the balance of this account will
be always on the debit side, and will be equal to the diter-
ence between the sum of all the other debit balances, and
the sum of the credit balances; that is, it will show the
amount of cash in the bank. The General-Ledger i
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always kept on the progressive plan,* so that the balance
of any account can be seen upon inspection ; and its pro-
gress from any past period can be distinctly and readily
traced.

VII.—Periodical Balances.

DALy BALANCE.—It is well known that bankers try
their balance at the close of their business every night,
with a view of correcting any errors that may have oc-
curred during the day. The process is very casy. If to
the amount of the Cash-Book last night, we add the
amount of the cash received to-day, and deduct the amount
of the cash we have paid, the remainder will be the
amount of the Cash-Book to-night. If, on trial, we find
this is not the case, there must bc some error. Suppose,
for instance, the Cash-Book last night amounted to
100,000¢., and we have received 40,000/, and paid 50,0001, .
to-day, then will the Cash-Book to-night amount to
90,000/, The trial stands thus :—

Cash-Book last night .... £100,000 | Paid-Day Book ............ £50,000
Reccived-Day-Book ..... 40,000 | Cash-Book to-night ...... 90,000
£110,000 £140,000

The daily balance, therefore, is nothing morc than the
balance of the Day-Book; and the only books employed
are the Day-Book and the Cash-Book. But as these books,
when finally closed, include the amount of several other
books, the trial is usually made (for the purpose of avoid-
ing alterations) on a half-sheet of paper, called the trial
paper, previous to those entries being made, and then the
amounts of these several books are stated separately, in
the following manner : —

* Scc page 290.
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Dr. . BANKING HOUSE.
Amouut of Cash-Book last Amount of Paid-Day-Book
night ... Do. of Clearing-in-Book*
[This is usually called the Do. of Balance* of the
Rest.] Clearing ...............
Do. of Received-Day- Do.of Cash-Book {o-night
Book ... Do. of Balance of Money-
Do. of Bill-Journal ..... Book ...
Do. of Discount-Journal Do. of Discount-Register

Cr.

The balance of the clearing t is always to the credit of
the house; for, if the clearing ““ takes out,” then the bank
notes paid away at the Clearing-housc are entered in con-
tinuation of the clearing-out; so that, in this case, the
balance is usnally thrown a small sum on the other side.
When the clearing is finally closed, the notes forming this

balance arc entercd in continuation of the clearing-

m, and

. subsequently in the Cash-Book. The notes entered in the
clearing-out are, of course, not entered in the Cash-Book.
WEEKLY Barpances. — The daily balance checks the
Waste-Books, the Discount-Register, the Journals, the

Day-Books, the Lists, and the Moncy-Books.

1f any

errors occur in any of these books throughout the day the
balance will be wrong. DBut the daily balance does not

check the Current-Account-Ledger, though this

is the

most important book of all. The Ledger is therefore
“marked off” every morning against the Day-Book, the

Bill-Journal, and the Clearing-in-Book : but this i

s not a

sufficient check. Hence the balances of all the accounts

in the Current-Account-Ledger should be taken off

weekly

in a book called the Current-Account-Balance-Book, and
added together, and the amount made to agree with the

#* When a bank docs not “ clear >’ these items are of course o

mitted.

+ For an account of the books in the clearing department, see the

scction on London Bankers.
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balance of “current accounts” in the General-Ledger.
This is usually done by the London bankers quarterly or
half-yearly. When the Ledger is kept on the progres-
stve plan, it may be done weekly without much trouble.
The “ Current-Account-Balance-Book” should he ruled
so that the names of the parties having accounts may be
placed under one another at the left-hand, and all the
rest of the left-hand page, and the whole of the right-
hand page, divided into double cash columns: one column
for the balances of the accounts when in cash, and the
other for the balances overdrawn. On this plan it will
not be nccessary to write the names morce than once in
seven weeks.

In the samec way the balances of the Discount-Ledger
should be taken off weckly in the “ Discount-Balance-
Book.” The balances of the General-Ledger arc also
taken off weekly in the ¢ General-Balance-Book” in the
way I have alrcady described.

Havrr-YearLy BanaNcE—The weckly balancing of the
Ledger does not preclude the necessity for a half-yearly
balance. The usual days for balancing are the last days
of Junc and December. Some banks, however, balance
on the last Saturday in June and December, and others
on the 30th of June and on Christmas-cve. On the
balancing day the following operations are passed through
the hooks:—1. The current accounts will be debited for
any interest or commission that may be duc from the
party to the bank.—2. The Current-Account-Ledger will
be balanced, and the balance will be brought down as the
commencement of the transactions of the cnsuing half-
year.—3. The customers’ books must be balanced, and
made to agree with the Currcnt-Account-Ledger.—4. The
interest due upon the outstanding deposit receipts must
be calculated, and the sums added together.—5. The
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General-Ledger must be balanced, and at the December
balance the amount standing to the debit of the scveral
classes of expenditure must he passed to the credit of
those accounts, and to the debit of profit and loss account,
and the several sums of profit that have been realized upon
Government stock, India bonds, &ec. are transferred to the
credit of profit and loss account.

For cach half-ycar a book must be provided to be called
the Half-Yearly-Balance-Book. This book will contain
the following entries :—

1. A balance-sheet showing the balances of the respee-
tive accounts in the General-Ledger in the same way as
the weekly balance sheet.—2. A debtor and creditor
balance-sheet, showing the exact condition of the bank.—
3. An abstract of the profit and loss account.—4. A list
of all the balances of the current accounts.—5. A list of
all the outstanding deposit reccipts, and the interest duc
upon each.—6. A list of all discounted bills current, i.c.
bills not yet due.—7. A list of all deposited bills current.
—8. A list of all other sccurities, distinguishing those
that belong to the bank from those that are lodged by its
customers.

The debtor and creditor balance-sheet will contain the
same amounts as the balance-shecet of the General-Ledger,
(see page 303,) but differently arranged. They may be
disposed according to the following form :—
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Statement of the Affuirs of the Bant, on

o THE

_. BANKING COMPANY.

Cr

Der To THE PUBLIC ON
CURRENT ACCOUNTS,

Head Office, Town ..

Ditro, Country ..
Branch A, .
Branch B.
Branch C.

Total Current Accounts....

Derosit RECEIPTS.

1ead Office.
Branch A
Branch B,
Braneh €. ..

Total Deposit Receipts ...

Nutes in Cireulation ,
Credits on Agents....

Total Vodgments .............

INTEREST ACCOUNT.
v

Head Oftice .,
Bunel A. .
Braneh B,
Braneh ¢,

Total Amount of Interest..

Fuxp For Bap Desrs.

Head Office .......
Braneh A. | o
Branch B,

|Braneh ¢, |

Total Amount of ¥
for Baq Debts...... .l.l-’.‘-(f}

Phip-yp CAvITAL ...

SuNDRY Accounts.

Forfeiteq g)
Divideny hares,

Total Sundry Accounts ....

Tota]

Due 10 THE BANK oON
OVERDRAWN ACCOUNTS.
Head Oftice, Town ...

Ditto, Country
Branch A, ...
Branch B.
Branch C.

Total Overdrawn Accounts

BiLns DiscouNTED.
Head Oftice, Town ...
Ditto, Country .
Branch A. ...
Branch B.
Branch C. ...

Total Amount of Bi\ls}
Discounted voovueeninin

Branch A,
Branch B,
Branch C. ...

Total Amount of Loans ....| ..

INVESTMENTS.
Government Stock
Exchequer Bulls
India Bonds ............
Other Investments ...

Total Investments,.

Total available Assets .....| o

EXPENDITURE.
Head Oflice...
Branch A,
Branch B.
Branch C.

Past-Due Brris.
Head Office ..
Branch A.
Branch B.
Branch C.

Total Amount of Past-}
Due Bills vuviininenennnee

SUNDRY ACCOUNTS.
Stamp Account .,
House Account ..

Ditto Branch A........
Ditto Branch B .
Ditto Branch C..

j V0 71 SRR e

GENERAL ACCOUNT OF

Casu,
Head Office.......
Branch A. .
Branch B.
Branch C. ..

Total Amount of Cash ......

Total woveevvvvveeenirnal wee
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The abstract of the profit and loss account may be made
out in the following form :—

Abstract of DProfit and Loss Account, from Jan. 1, to Dec. 31, 1831,

Dr. ' ('

To Bank Premiscs ... By Tuterest on Bills
Farniture .oovvonn. discounted ...........
Rent ... By Interest on Loans.
Salaries ............ By Cemmission on
Stationery ......... Current Accounts...
Incidental  Ex- By Profit on Ixche-
penses............ quer Bills, &e. ...

Total Expeuses ... ..
T.oss on bad Bills, &e.
Balance in favour of

the Bank ............

At the cnd of the year the final balance of the profit
and loss account is transferred to other accounts according
to the purposes to which it is to be applied. If intended
to be held as a “surplus fund,” it is transferred to that
account. If intended to be divided among the proprictors,
it is transferred to a “ dividend account,” which is raiscd
for that purpose. If the balance of the profit and loss
account should be against the bank, then it must remain
“on the wrong side” until further profits shall turn the
balance the other way.

Besides the books connected with the business of bank-
ing, every joint-stock bank will require,

1. A SHAREHOLDERS’-REGISTER.—In this book the names
of the shareholders are entered chronologically in the
order in which they hecome sharcholders. The entry in-
cludes the date, the name, rcsidence, numbcer of shares,
and sum paid.
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2. TRANSFER-REGISTER.—In this book are entered the
transfer of shares from onc proprictor to another. The
entry includes date of transfer, from whom transferred,
residence, ledger-folio, to whom transferred, residence,
purchasc-moncy, transfer stamyp.

If a proprictor in a joint-stock bank wishes to disposec
of his shares, he dircets a stock-broker to sell them in the
market.  After the sale the broker gives notice to the

directors of the bank in the following form :—

London, the day of 18
1o the Dircctors of Banking Company.
Gentlemen,
PLlease to prepare the necessary document for transferring
Shares, from the name of of
0 of

the consideralion for which
Shares is £
Broker,

o

The deed of transfer is then made ont according to a
printed form prepared by the bank. This agreement is
liable to a stamp duty, varying according to the amount
of the purchasc-moncy. When shares are transferred for
2 nominal consideration, say five or ten shillings, the
stamp duty is thirty shillings.

The following is the scale of stamp duties upon the
transfer of shares in joint-stock banks :—

When the purchase money is under £20 ... £0 10
For £20 and under ... 50 10

b0 ... o 150 110

150 ... .. .. 300 2 0

300 ... ... .. 500 3 0

500 ... ... .. 750 6 0

70 . o . Lo L 9 0

1,000 .. .. .. 2000 .. 120
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Tor £2,000 and under £3,000 ... £25 0
3,000 ... ... .. 4000 .. 35 0O
4,000 ... ... 5,000 ... 45 0
5000 ... .. .. 6,000 ... 55 0
6,000 ... .. .. 7,000 .. 65 0O
7,000 ... ... .. 8000 .. 75 0
8,000 ... oo 9000 ... §5 0
09,000 ... ... .. 10,000 95 0

The bank charges a fee of one shilling per share npon
five shares or above for making the transfer, and two shil-
lings and sixpence per share for any number less than five
sharcs. 'Where there is no pccuniary consideration the
charge is ten shillings for cach transfer.

3. PRrOPRIETORS’-LEDGER.—In this ledger cach proprictor
has an account open, in the same way as in a cash-ledger.
e is credited for the number of shares; and an entry is
made of the different instalments he may pay. When he
sclls or transfers his shares, he is debited the shares, and
they are placed to the credit of the party who may have
purchased them. The entry includes the date, number
of register, calls and transfers, number of shares, and
amount.

III. We shall now consider thosc Improvements of
which the above system is capable, so as to render it morc
efficient in large cstablishments.

As a bank increases its business, it becomes of import-
ance to improve its system of book-keeping, and to adopt
means of increasing the efficiency of its clerks. A large
establishment can generally be conducted with a less pro-
portionate number of hands than a small one. It admits
of a more extensive application of the principle of &
division of labour. In a small bank, one clerk may kecp
two or three books of various kinds, or perhaps act as
both cashier and accountant. But in a large bank, each
clerk is in general kept wholly to one emiployment. The
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cffects of this separation of occupations is the same in
banks as in manufactories; and the description of thesc
cffects given by Adam Smith will equally apply to both
Ccascs.

“ The great inercase in the quantity of work which, in consequence of
the division of labour, the same number of people are capable of per-
forming, is owing to three different circumstances ; first, to the increase
of dexterity in cvery particular workman; secondly, to the saving of
time which is commonly lost in passing from one species of work to
another ; and lastly, to the invention of a great number of machines
which facilitate and abridge labour, and enable one man to do the work
of many.”

The incrcasce of dexterity by constant practice is very
obscrvable in the practice of “ casting up.” A clerk who
is much accustomed to this operation will cast up a long’
column of figures with singular quickness and accuracy.
It is also very obscrvable in “ calling over.,” Besides,
owing to the abbreviations we have mentioned in p. 280,
a clerk in calling over will speak so rapidly that an
unpractised ear will hardly be able to follow him. Mr.
Babbage gives the following instance of great dexterity
acquired by practice :—

“ Upon an occasion when a large amount of bank notes was required,
a clerk in the Bank of England signed his name, consisting of seven
letters including the initial of his christian name, five thousand three
hundred times during cleven working hours, and he also arranged the
notes he had signed in parcels of fifty each.”*

The loss of time in passing from one operation to
another is as obvious in mental procecsses as in those
which are purely mechanical.

“ When the human hand or the human head has been for some time
occupied in any kind of work, it cannot instantly change its employment
with full effcet. The muscles of the limbs employed have acquired a
flexibility during their exertion, and those to be put into action a stiff-
ness during rest, which renders every change slow and uncqual in the

* The Economy of Machinery and Manufactures.
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commencement. A similar result scoms to take place in any change
of mental exertion; the attention bestowed on the new subject is
not so perfect at the first commencement as it becomes after some
excreise.” ¥

The invention of expedicents for facilitating and abridging
labour is also as common in a bank as in a manufactory.

Mr. Francis has recorded, in his Ilistory of the Bank of
England, a varicty of improvements introduced into that
establishment by Mr. William Rac Smce, a son of the
chief accountant.

He proposed an alteration in the cheque office, by which
he stated that the work which employed three principals
and twenty-one clerks would be done more cffectually hy
two principals and seven clerks. In the circulation de-
partment, the posting which formerly took fifty now
cmploys only eight clerks. And the whole of that depart-
ment, if now conducted upon the old system, would pro-
bably require nearly cighty additional assistants. In the
National Debt Office Mr. Smee introduced such measures
that “the dircctors were cnabled so far to consult the
accommodation of the public as to enable the transfers in
the various offices to be made cight or nine days later
than usual, the business which formerly occupied about
thirty-two days being accomplished in about twenty-
three.” +

Similar improvements have been introduced into com-
mercial book-keeping.

“The old method of journalizing and posting cach transaction sepa-
rately unnecessarily swells the accounts in the ledger with a multiplicily
of figures, which greatly increases the difficulty of balancing, and, to sy
nothing of extra labour and loss of time, the liability to crror is always
in proportion to the number of entrics, and vice versd. If a hundred

* The Economy of Machinery and Manufactures, by Charles Babbage.
+ History of the Bank of England : its Times and Traditions ; by John
Trancis ; vol. ii. p. 141.
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sums are posted when one would mnswer, then a hundred chances of
error arc incurred where only onc was neeessary ; and in the event of an
crror in adjusting the accounts, a hundred cntrics must be called over
and cxamined instead of one.”*

The expedients introduced to improve any system of
hook-keeping have for their object either the saving of
time directly by abbreviating the entrics, or to save time
indirectly by new modes of preventing or detecting errors.
And it may be observed, that a minute alteration, hardly
worthy of bheing adopted in a small bank, where it
would save but a few minutes a day, may be very pro-
perly adopted in a large establishment, where the time
saved would be in proportion to the greater extent of
business.  Somctimes an entry may be shortened by
omitting some of the particulars. Thus, where we have
heen accustomed to enter with every bill—the name of the
last indorser—the drawer and his residence—the accepter
and his residence—the date, term when due, and the
amount—we may properly perhaps omit some of these
items. Or where we, have repeated the same entry
in several books, we may enter it in fewer books—or
perhaps make the individual entries in only one book, and
enter the total amount in the others—or, at other times,
the whole form of a book may be changed, and we may
by a new arrangement obtain the same results more
clearly and in less time. Almost every bank will occa-
sionally make some alteration of this kind as its business
may require. And even cach accountant has usually
some little expedients of his own for facilitating his daily
operations. We will notice a few of those amendments
that have been adopted with the view of saving time and
lahour in some of our banking establishments.

Some large banks have adopted “ the horizontal system

* Double Entry Elucidutcd, by B. F. Foster; p. 18.
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of book-keeping,” which is in some respects an improve.
ment on the system described in the former cditions of
this work. The chief differcnce isin the mode of ruling
the Reccived and the Paid-Waste-Books.

The Received-Waste-Book, instcad of being ruled as
described in p. 285, has four cash columns, three at the
left hand as you face the book, and the fourth at the right
hand, with a space between the third and the fourth. The
different items of a credit entry, instead of being placed
under one another, as in the former system, will be placed
scparately in the first three columns, and the total in
the fourth column. Thus, if a sum of 513/ 10s. 7d.
be reccived from Mr. Smith, and this sum consists of
3L 10s. 7d. in coin or money, 100/ in a Bank of England
note, and 410/. in a cheque on Joncs, Loyd & Co., the
entry will stand thus :—

'

* Bunk }

Money, | Notes. | Sundries, { Name. Total.
- — . ! | —
£ ! s d £ ! £ d. I Smith. £ s | d.
I
3 ‘-10 7 l 100 | 4401 0 | 0. Jones, Loyd & Co. ‘5~J~34105 i
i ! R

Thus it is seen that the first column is for money, the
sccond column for bank notes, and the third column for
“sundries;” that is, for all other articles ; and these three
columns are added together  horizontally,” and the total
brought out into the fourth cash column at the right hand.
It will be obscrved, that the cashier has to add the items
together, not longways, but crossways—not longitudinally,
but “horizontally.” After a little practice one way is
just as easy as the other.

Some cashiers prefer having two columns only at the
left hand, and two at the right hand, with the spacC
between the second and third column, as the numbers
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of the bank notes, and the names of the bankers on
whom the cheques are drawn, can then be placed on
the same line; but this is not a matter of much con-
sequence.

Now, if you “ cast up” the first left-hand column, you
will have at the close of the day the total amount of
money, i.e. coin, received during the day. If you cast
up the second column, you will have the total amount
of bank notes. The third column will give the total
amount of ‘“sundries.”” And the amount of these three
columns together will be equal to the fourth column, con-
taining the total amount of the credits. If this should
not be the case, there must be some error, which must-
be discovered forthwith. Thus the Horizontal-Received-
Waste-Book is a check upon itself. As soon as the
cashier gets to the bottom of a page, he casts up his book,
and sees that the three columns are exactly equal to the
fourth. Thus he keeps his book right as hc goes on.
Whereas, in the former system, any error in the Received-
Waste-Book would not be discovered till the General
Balance was tried at the close of business, and not then,
perhaps, until after a long course of * marking off.”

To simplify my explanation, I have described the
Received-Waste-Book as having ouly four cash columns,
and these are perhaps enough for a small bank. But large
establishments have sometimes seven or eight, perchance
in the following order:—1. Money, i.e. coin. 2. Bank
notes. 8. Parcels of bank notes, called sundries. 4.
Country notes. 5. Checks on clearing bankers. 6. Checks
on bankers who do not clear. 7. Checks on our own
hank, a space. 8. The total amount of the
credit,

The Horizontal-Paid-Waste-Book is ruled with three
¢ash columns. One to the left for the amount of the

Y
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cheque paid; then an open space for the name; then a
column for the bank notes, and another for the money,
i.e. coin. The London bankers do not pay away any
bills or country notes in cxchange for cheques, but
only Bank of England notes and coin. The entry stands
thus :(—

Amount of Name, and Bank
Cheque. e No. of Bank Note. Notes. Money.
£ £ d.
3

i l

s | d |

101 [4|3 | White. 1473, | 200 | 1 |4
\

!

The amount of the columns containing the bank notes
and the money will of course be cqual to the column con-
taining the amount of the cheques. And thus this Paid-
Waste-Book contains a check upon itself.

The Horizontal-Paid-Waste-Book may have at the left
hand two cash columns, one for the town and the other
for the country departments, and also a separate columnn
for the country notes ; thus:—

Country. C]G::'e:y Name. Notes | Money.

Paid.

Bank
Town.

;
I
l

i

This prevents the necessity for having both a Town and
a Country Paid-Waste-Book, while the two departments
are still kept distinct. The country notes are also sepa-
rated, and can be checked by themselves. When all are
added together, the total of the three columns at the left
must be equal in amount to the total of the two columns
at the right hand. The articles paid must be equal t
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the bank notes and money which weré issued in pay-
ment.

We shall now point out some of the advantages of the
horizontal system of kecping the Waste-Books.

First. As all the receipts and payments of money, i.e.
coin, arc cntered individually in the Received and Paid
Waste-Books, and the amounts added together, it will
not be necessary that these sums be copied individually
into the Moncy-Book. The total amount only of each
column is entered in the Money-Book at the closc of the
day’s business, and the Money-Book is balanced. Thus,
all the time employed in making the entries individually
in the Money-Book is saved.

Secondly. As all the credits to current accounts are’
added together in the Reccived-Waste-Book, it is not
necessary they should be entered individually in the Day-
Book. They can be individually posted direct into the
Ledger, and the total only be entered in the Day-Book.
The same remark will apply to the Paid-Waste-Book.
This is another saving of time and labour.

Thirdly. Every Waste-Book, as we have alrcady in-
timated, is a check upon itself. We have spoken of a
Received-Waste-Book and a Paid-Waste-Book as though
a bank had but one—and in small banks this is the case.
But in large banks, there are seven or eight cashiers or
more, each having a Received-Waste-Book and a Paid-
Waste-Book for the town dcpartment, and another
Received-Waste-Book and Paid-Waste-Book for the coun-
try department, with a Supplementary-Received-Waste-
Book, and a Supplementary-Paid-Waste-Book, and a
Money-Book besides. Now, it is a great advantage to
have the means of keeping all these books free from errors
during the day, and to know at night that they are all
correct, If the « Balance” be wrong, the field of inquiry

Y2
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is thus very much limited, and the time that would other-
wise be employed in checking the Waste-Books is devoted
to the cxamination of the other books of the bank.

Fourthly. This plan gives the means of checking sepa-
rately those items that have a.column appropriated to
them. Take, for example, the column of Bank notes. If
we add to the amount of bank notes on hand last night
the amount received to-day, and deduct the amount paid
away, the remainder should be the amount on hand to-
night. When this is the case the bank notes arc right.
In the same way we may check the money columns, the
clearing columns, &c. Thus, when the trial balancc is
wrong, we can check these items separately, and thus more
readily discover the error. Without this expedient we
should have to ““ mark off” the whole business of the day.

It will be observed that the above Waste-Books refer
only to receipts and payments on current accounts. All
other receipts and payments are entered in a Supple-
mentary-Receipt-Book and a Supplementary-Paid-Book.
These books are ruled in the same way as the other Waste-
Books, and they embody entries in connexion with de-
posit receipts, received or paid, credits or debits to interest
accounts, debits to salaries, taxes, incidental accounts,
&c. &c. All these items are then entered in the Day-
Book, from whence they are posted into the Gencral-
Ledger. A book is also provided, usually called a Trans-
fer-Book, in which are entered all the cheques on the
bank paid in by other customers, as these merely cause a
transfer of the amount from one customer to another.

Books which are designed chiefly as registries or sum-
maries should be kept on the horizontal system. Thus,
London bank which keeps an account with-the Bauk of
England, will have to lodge to its credit notes, gold, silver
post-bills, cheques, dividend warrants, &c.
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To keep a registry of this, a book may be opened hori-
zontally—the first column at the left hand being the date,
and then these words being entered over separate columns,
at the top of the page; afterwards a column for the total
amount of all these items—then a credit column for the
cheques drawn cach day—and then the daily balance. If
this book be made of such a size as to contain about thirty
lines, then each page will contain the transactions of a
month. And, by adding up the columns, the figures at
the bottom of the page will show the scparate amounts of
notes, gold, silver, &c. paid into the Bank of England in
the course of a month. By comparing the different pages,
it will be seen on what months the largest, or the smallest.
sums are paid into the hank.

In constructing Tables it is also best to follow the hori-
zontal system. Thus, to keep a record of the weckly
returns of the Bank of England, it is best to arrange the
items into columns, with the heading at tlre top of each
column—the first column containing the dates of the
several returns. It will then be easy to trace the fluctua-
tions 1n any one item ; such, for instance, as the “ Public
Deposits,” ¢ the Private Deposits,” “the Rest,” &c. &c.
Some of the Returns published in the Appendix to the
Parliamentary Evidence of 1847, have been arranged on
this prineiple.

We will now notice some farther improvements that
have sometimes been adopted by large banks in their
system of book-keeping. The great object of all these
improvements is, as we have already mentioned, either to
save time directly, in making the entries, or indirectly,
by preventing or discovering errors. These are—

1. The abolition of the Discount-Register. Here the
bills are entered at once in the Discount-Ledger, under
the names of the respective parties for whom they are
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discounted ; and the total amount of bills discounted cach
day is entered in the Day-Book, from the Interest-Book,
which contains theecalculations of discount. The only
objection to this plan is, that the space in the Discount-
Ledger does not admit of so full a description of the bhill
as is usually given in the Discount-Register. The Bill-
Register is also abolished in the same way.

2. The adoption of a Check-Ledger facilitates the dis-
covery of crrors, and thus diminishes the time employcd
in searching for them. Though this book -is called a
Check-Ledger, it is not kept ledger-wise. It is ruled with
a cash column on each side the page. In the column
opposite your left hand you enter, from the cheques them-
selves, all the cheques paid during the day. In the right-
hand column you enter from the Reccived-Waste-Books
all the credits of the day. When you add up these two
columns, they will of coursec agrce with the amounts of
the Paid-Waste-Book and the Received-Waste-Book. Thus
the accuracy of the Check-Ledger is insured. Now, where
the balances of the Current-Account-Ledger are checked
cvery week, you employ the Check-Ledger to test their
accuracy in this way. If to the amount of the balances of
the Current-Account-Ledger last week, you add the total
credits entercd in the Check-Ledger during the week, and
deduct the total debits entered in the Check-Ledger during
the week, the remainder will show the total amount of the
balances of the Current-Account-Ledger for the present
week. Each Current-Account-Ledger will have a Check-
Ledger, and thus each Ledger will be checked scparately,
s0 that when the total balance is wrong, it will at once be
seen in which Ledger the error has occurred.

Time is sometimes lost by a clerk taking up the wrong
book—opening it, putting it down, and then taking up the
right one. A cashier, for instance, will sometimes take up
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the Paid-Waste-Book instead of the Received-Waste-
Book. To prevent this, the two books may have covers of
differcnt colours—onc white, the other green. Time may
be lost by two clerks wanting the same book at the same
time. The ledger-kceper may want to post from the
Received-Waste-Book when the cashicr is using it. To
prevent this, there may be two sets of Waste-Books—one
for Mondays, Wednesdays, and Fridays, and the other for
Tuesdays, Thursdays, and Saturdays; and, to prevent mis-
takes, the names of the days should be written in large
letters on the covers of the hooks.

1V. We will now make a comparison between the system
of Book-keeping practised by Merchants, and that prac--
tisxed by Bankers.

The merchants have their Waste-Book, Journal, Ledger.
The bankers have their Waste-Book, Day-Book, Ledger.

In both cases the Waste-Book is the book in which
transactions are first entered. But this book is capable
of subdivision : it contains a record of various transactions,
some of which may he cntered in scparate books. Bankers
have their Reccived, Paid, and Supplementary Waste-
Books ; also their Deposit-Receipt-Book, Discount-Regis-
ters, and other books subsidiary to the Waste-Book. So
merchants have their Waste-Book subdivided into various
books, according to the nature of the transactions. There
is the Invoice-Book, containing an account of all goods
purchased ; the Sales-Book, containing an account of all
goods sold ; a book for “ Bills Receivable,” containing a
list of all bills in the merchant’s hands, which when duc
he will receive; another for bills payable, containing a list
of all bills he has accepted, and which when due he will
have to pay ; a Cash-Book, containing an account of all
cash he receives or pays away ; and several others, varying
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according to the character and extent of the business.
Now all these subdivisions of the merchant’s Waste-Book
resemble those of the banker’s in two things—first, they
are all kept chkronologically—they contain a record of the
transactions in the order of time in which they occurred .
and, secondly, all the transactions thus recorded must
afterwards, upon the system of double entry, pass, cither
individually or in totals, through the book which mecr.
chants call a Journal, and bankers call a Day-Book.

The words “ Journal” and “ Day-Book” have the same
meaning; and in this instance the use of the two books is
similar. But in the merchant’s Journal individual trans-
actions may be entered, while in the banker’s Day-Book
they are always entered in totals. Thus the total amount
of “ Bills Discounted,” and the total amount of credits
and payments on current accounts, are entered in the
Day-Book, but not the individual items. Another differ-
ence is, that over each entry in the merchant’s Journal you
state to what account it is to be posted; for every entry
is posted to two accounts—to the debit of one account,
and to the credit of the other. And this is denoted by
Dr. being placed before the name of the account to he
debited. Thus, if a merchant buys some goods for rcady
money, the Journal entry is preceded by —

Goods Dr. to Cash ;
implying that the account “ Goods” is to be debited, and
the account “ Cash” to be credited. On the other hand,
if he sells goods for ready money, the transaction will be

journalized thus:—
Cash Dr. to Qoods,

If he sells goods upon credit to John Brown, it will be—
Jokn Brown Dr. o Goods.
If he sells goods for a bill of exchange, it will be—
Bills Recéivable Dr. to Goods.
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If he sends goods abroad, as a speculation, in the ship
Adventure, he may raise an account for the ship, and say—

Ship Adventure Dr. {o Goods.

The entries in the banker’s Day-Book are made daily,
but the cntries in the merchant’s Journal arc generally
made once a month.

Tur LeDGER.—We have stated that in the merchant’s
Ledger cvery entry is made twicc—once account being
debited, and another credited—and these two accounts
arc indicated in the Journal. This is what is called book-
keeping by double entry. If it be asked, whether bankers
keep their books by double entry ?—the answer is, that
those bankers who have no General-Ledger (and this is
the case with not a few of the private bankers) do not
kecp their books by double entry. The Current-Account-
Ledger is not kept by double cntry. It contains none but
personal accounts, and its accuracy is tested only by the
periodical balancings. The banker’s Ledger, that cor-
responds in this respect with the merchant’s Ledger, is
not the Current-Account-Ledger, but the General-Ledger.
This is kept by double entry. In a ledger kept by double
entry, the sum of all the debit balances will be cqual to
the sum of all the credit balances; and the sum of all the
debit amounts will be equal to the sum of all the credit
amounts. When this is not the case there is an error in
some of the accounts. This is the case with the banker’s
General-Ledger. But, as the transactions are not posted
dividually, but only in totals, the double entry does not
appear on the face of the accounts. Thus, if a bill be
discounted for a customer, and the amount placed to the
credit of his current account, the Journal entry, on the
Principle of mercantile book-keeping, would stand thus:—

Bills Discounted Dr. to Current Accounts.
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But the bill discounted is placed to the debit of the ac-
count of “ Bills Discounted,” in a total of all the bills dis-
counted on that day. And the amount is placed to the
credit of Current Accounts, in the total of all the sumy
received to the credit of Current Accounts on that day.
Thus, the “ double entry,” though equally real, is not so
apparent as though the transactions werc posted: indi-
vidually.

So, again, if a country banker should discount a bill,
and the customer ask for a draft on his agent in London,
the Journal entry, on the commercial system, would stand
thus :—

Bills Discounted Dr. to Drafts on London.
It would go to the debit of “ Bills Discounted,” in the
total of all the bills discounted that day, and it would go
to the credit of “ Drafts on London,” in the total of all
the drafts on London issued on that day.

The accounts in a merchant’s ledger arc usually clas-
sified into Personal Accounts, Real Accounts, and Profit
and Loss Accounts. The Personal Accounts are the ac-
counts of persons who may owe the merchant moncy, or
to whom he may owe money. The Real Accounts arc
accounts denoting property, such as cash, bills receivable,
bills payable, merchandise, ship adventure, &c. The Profit
and Loss Accounts are rent, commissions, expenscs, and
all other accounts which are ultimately transferred to the
debit or the credit of the Profit and Loss Account.

The banker’s General-Ledger has no Personal Ac-
counts,. as these are all kept in the Current-Account-
Ledger. The usual accounts are those I have enumerated
in page 303, and arc all either Real Accounts or Profit
and Loss Accounts.

It would be quite possible (but not desirable) to intro-
duce all the Personal Accounts into the banker’s General-
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Ledger, and thus to form the Current-Account-Ledger
and the General-Ledger into one, and keep the whole by
double entry. In this case we should omit the totals of
Current Accounts, now introduced into the General-
Ledger, and insert every transaction individually. If John
Brown drew a cheque on the bank, the Journal entry
would stand thus:—
John Brown Dr. to Cush.
And if he paid in moncy to his credit, the Journal entry
would stand thus:—
Cask Dr. to John Brown.

All the entrics passed to the Dr. and Cr. of these Per-
sonal Accounts would of course pass to the Cr. and Dr.
of Cash. Indeed, all the cntries to the Dr. and Cr. of
Cash would be the same as are now made in the Check-
Ledger, except that the debtor column would be called
creditor, and the creditor column would be called debtor.
By the use of such a Check-Ledger as we have described,
page 325, (for there are various kinds of Check-Ledgers,)
the Current Accounts are virtually kept by double entry;
and we have the additional advantage that, when there
ar¢c more than one Ledger, we are enabled to check each
Ledger separately.

To accountants in banks where a General-Ledger is not
kept, it appears strange that “ Cash” should be credited
for money which is paid away, and debited for money
which is received. But this strangeness will vanish, if for
the word “Cash” they would fix in their mind the word
“Cashier.” If they had an account with a cashier, they
would of course debit him, as they do their banker, for
all monies they paid into his hands, and credit him for all
monies they drew out. And the difference between the
amounts of these debits and credits would be the balance
cither in their favour, or against them.
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In thus comparing the commercial and the banking
systems of book-keeping, I have hitherto supposed that
all merchants keep their books by double entry. But this
is not always the case with the smaller houses. And then
their system more nearly resembles the system of thosc
bankers who do not keep a General-Ledger.

“In keeping hooks by single entry, the Daily-Books arc
kept in the same manner as in double entry, with the
exception of a column of reference to the Ledger in cach
book, which takes the place of a column of reference in
the Journal—this hook being dispensed with. The entrics
are posted directly from the Daily-Books into the Ledger.
In the Ledger, by single entry, strictly speaking, there
ought to be only one kind of accounts; namely, Personal
Accounts, including all persons to whom a merchant be-
comes indebted, and all persons who become indebted to
him.” *

It will be seen from this account, that, in mercantile
book-keeping by single entry, the merchant’s Ledger re-
sembles the Current-Account-Ledger of the banker. In
single entry the merchant dispenses altogether with his
Journal; but the banker usually retains his Day-Book,
even when he does not keep a General-Ledger. But, in
this case, the Day-Book contains only the debits and
credits, individually, of the Current Accounts, which are
posted afterwards into the Current-Account-Ledger. In
the horizontal system, as we have stated, the debits and
credits of the current accounts are mot entered indivi-
dually in the Day-Book, but the total amounts are taken
from the Paid and Received Waste-Books.

* Wallace’s Pocket Guide to Commercial Book-Keeping.
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SECTION XIII.

BANKING CALCULATIONS.

WIHEN a bill is discounted, the party is credited for the
full amount, and debited for the intercst. The interest is
calculated from the day on which the bill is discounted to
the time it falls due. The shortest way is to make use of
an interest book ; but if it be done with the pen, the fol-
lowing rule may be useful. Multiply the amount of the
hill by the number of days. To the product add one-third
of itself, one-tenth of that third, and one-tenth of that
tenth. From the total strike off four figures to the right
for decimals. This will give the interest at 5 per cent. in
pounds and decimal parts of a pound. The decimals are
to be brought into shillings and pence, by multiplying by
twenty and twelve. The interest of any sum at a different
rate per cent. may be found in the same way, if you mul-
tiply the principal by twice the rate of interest, and strike
off five figures for decimals instead of four.

Ezample.—1t is required to find the interest of 5001.
for ninety days at 5 and 84 per cent.
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£ £
500 principal. 500 principal.
90 nuwnber of days. 7 twice the rate of interest
1-3rd 45000 T 3500 .
1-10th 15000 90 number of days.
1-10th 1500 -
150 1-3rd 315000
1-10th 105000
6:1650 1-10th 10500
20 1050
+ 3-3300 431550
12 20
39600 6-31000
12

Answer—6/. 3s. 3d. at 5 per cent. —_

» 44. 6s. 3d. at 3§ percent.  3:72000

It must be observed, however, that this method of caleu-
lation is not exactly correct; it produces nearly a farthing
too much on every 10/ of interest. In calculating large
sums, therefore, the amount of thesc farthings must he
deducted.

This mode of calculation is founded upon the rule, that
whenever you have to divide by any number under 100,
you may divide by 100; after having added to the dividend
such a proportion of itself as the difference between the
divisor and 100 bears to the divisor, the result will be the
same as though you had divided in the usual way. This
rule is best explained by an example.

Suppose you have to divide 2500 by 40. Now if 40 be
subtracted from 100, there will remain 60. The propor-
tion which 60 bears to 40 is 1§. If then you add to the
dividend 1} times itself, and divide by 100, you have the
quotient required: thus—

2500

2500
1250

e

6250 Answer, (23.
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Now then, to find the interest upon any sum for onc
day, you may divide by 7,300, or, striking off the ciphers,
by 73. The number required to make up 100 is 27.
What is the proportion between 27 and 73? If you take
the third of 78, a tenth of that third, and a tenth of that
tenth, you have something more than 27. And if you
add to 73 one-third of itself, one tenth of that third, and
one-tenth of that tenth, you will have 100, which di-
vided by 100 will give 13-, As the proportion is not
cxact, the interest given by the above rule will always be
awth part too much, which is about a farthing in every
10/. interest.

In taking the interest for any number of months, it
will be useful to remember that the interest of 1/. for one
month at 5 per cent. is 1d. Thus the interest of 100/
for two months is twicc a hundred pence, or 16s. 8d.
The interest upon shillings and pence is never taken into
the account. If the fraction is more than 10s. it is re-
garded as 17.; and if it be less, it is not noticed.

The interest for any number of months, at any rate per
cent., may be found by multiplying the number of months
by the rate of intercst: with this sum divide 1,200.. By
this quotient divide the principal, and you have the in-
terest required.

Example.—What is the interest of 10,000/ at 4 per
cent. for three months ? 4 multiplied by 3 gives 12—
divide 1,200 by 12, and you have 100; then divide 10,000
by 100, and you have 100, the interest required.

To find the interest of any sum of money at 6 per cent.
for any number of months.*

* This and the subsequent rules may be found illustrated in Crossley’s

Intellectual Calculator, in Fryer'’s Mental Arithmetic, and in similar
works.
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Rule.—Multiply the number of pounds by the number
of months, cut off the unit figure, and the remainder is
the answer in shillings. The unit figure multiplied by
1! will give the pence. . :

Ezample.—What is the interest of 13,4761. 10s. 84. for
6 months at 6 per cent. per annum ?

£ s d
13,476 10 8
6

20) 80,859 4 0

404510
Having obtained the interest of any sum at 6 per cent.,
it is easy to find the interest at 14, 2, 3, or 4 per cent. by
taking }, 4, 3, or 4 the interest, as the case may be.

To find one year’s interest at any rate per cent.

Rule.—Multiply the money lent by double the rate per
cent., reject the unit figure, and you have the answer in
shillings.

Example.—What is the interest of 27/. 10s. for one
year at 3 per cent. ?

£ s
27 10
6 double the interest.

165 0
12

6-0 Answer 16s. 64.

*

To find the interest of any sum of money at 5 per cent.
for any number of months.

Rule.—Take the pounds as pence, and multiply by the

months. .
Example.—What is the interest of 120/ at 5 per cent.

for 8 months ?
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3.
120 pence = 10
8 nuinber of months.

£4 0 0 Answer.
To find the interest of any number of days at 5 per cent.

Rule.—Multiply the days by one-third of the pounds,
or the pounds by one-third of the days, reject the unit
figure, and you have the answer in pence.—N.B. As this
rule is founded on the assumption that the year consists
of only 360 days, you must deduct one penny from every
six shillings of interest..

Example.—What is the interest of 1201 for 21 days at
5 per cent. ? '

£120 Or, 21 days

==} of 21 days. 40 = } of the pounds.
12) 84,0 12) 84,0 - '
7 shillings. Answer. 7 shillings. Answer.

There is often a diffcrence in the amount of intercst
according to the method of calculation, cither by months
or by days. A month from the 10th of February to the
10th of March, is only 28 days; but from the 10th of
March to the 10th of April, a month is 31 days. The
half year from the 1st of January to the 30th of June,
is 181 days; but from the Ist of July to the 3lst of
December, the half year is 184 days. The interest of
10,000 for 6 months is 250/ ; for 181 days it is only
R471718s. 11d. ; for 184 days it is 2527 1s. 1d. Mr. Reader
has published a series of Time Tables, showing the number
of days from every day in the year to any other day in
the year,

Interest tables, calculated at any rate of intcrest, may
Occasionally be employed to ascertain the interest on any
Sum at a different rate. This is done by taking that pro-

Z
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portion of the principal, or of the time, which the given
rate of interest bears to the rate of the interest tables.
For example, if it be necessary to ascertain the discount
on a bill of 100! for 50 days at 4 per cent., and you have
interest tables calculated at 5 per cent., you may takc
either four-fifths of the time or four-fifths of the amount.
For, the interest of 100/, for 40 days, or the interest of
80!. for 50 days, at 5 per cent., is equal to the interest of
1001. for 50 days at 4 per cent.

When a bill is discounted, bankers charge interest on
the full amount of the bill, and tal(e it at the time. Thus,
if a bill be discounted at 5 per cent., they will obtain
more than 5 per cent. on the money actually advanced.
This is allowed by law, and is not liable to be set aside
on the ground of usury. Should it be necessary in other
cases to allow discount of rebate, the mode of calculating
it would be thus :—

Ezample—What is the rebate at 5 per cent. on a sum
to be received a year hence? Then, as 105 is to 100, so
is 100 to the sum required.

105 : 100 :: 100 Answer 95/. 45. 934.
100

105 ) 10000 ( 95
945

550
525

26
20

105 ) 500 ( 4
420

e

80
12

105 ) 960 ( 92
945

15
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When you have to find the interest of a large sum for
one day, you may strike off two figures from the right
hand, and take the interest of the remainder for 100 days.
Thus, if you have to find the interest of 47,863,471, for
one day, take the intcrest of 47,863/ for 100 days, then
take the interest of 47/. for one day, and add the two
sums togethcr. The interest of 1/ for 100 days is the
same as the interest of 100/. for one day. It may be given
as a gencral rule, that a different time and sum may be
employed, provided they yield the same product when
multiplied together. Thus, the interest of 10,000. for one
day is the same as the interest of 1,000.. for 10 days.

Bankers differ in their mode of calculating the interest
upon current accounts. Some have an Interest-Ledger,
or cash columns ruled in the Current-Account-Ledger, in
which they statc the interest upor every individual item
in the account.. Thus, for instance, the generill balance
takes place the 30th of June, and the 31st of Dccember.
If a sum of moncy is paid in on the 1st of May, the
intcrest is calculated on that amount from the 1st of May
to the 30th of June, and is then carried to the credit of
the party’s intercst account. On the other hand, if a
cheque be drawn on the 1st of May, the interest is calcu-
lated and carried to the debdit of the interest account.
On the 30th of June, the interest account is balanced,
and the balance-is carried to the debit or credit of the
party’s current account. Other bankers take off the
balance of the current account into a separate book (or
have columns ruled in the ledger for bringing out the
balances*) for every day, from the 1st of January to the
30th of June; add all these amounts together, and then
take the interest of the total for one day. To take the
interest for one day is a very easy operation. The interest

* See p. 290.
%2
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of any sum for one year at 5 per cent. is one-twenticth
part of the principal, and the interest for one day is the
365th part of the interest for » year. Now, 365 multiplied
by 20 gives 7,300. You have then only to divide any
sum by 7,300, and you have theinterest of that sum for
onc day at 5 per cent. per annum. The interest of any
sum for one day at any other rate than 5 per cent. may
be found by multiplying the principal by twice the rate of
interest, and dividing the product by 73,000. But the
best way is to make usc of Gilmer’s Interest Tables, pub-
lished by Sims and M‘Intyre, of Belfast. Similar Tables
have also becen published by Mr. Coulthart, manager of
the Ashton-under-Lyne Joint-Stock Bank.

Banks who compound for the stamp duty on their notes
and twenty-one day bills on London calculate the sum to
be paid by ascertaining the amount in actual circulation
cvery Saturday night. The amounts for all the Saturdays
in the half-ycar being added together, and divided by 26,
the number of weeks, the quotient shows the average
amount in circulation during that period, and the duty
paid is at the ratc of 3s. 6d. per cent. upon this average
amount. This is at the rate of 7s. per cent. upon the
average annnal amount.

To ascertain what denomination of notes remains the
longest in circulation, lct the total average circulation for
any given period be represented by the number 1,000;
and let the amount of cach particular denomination be
represented by a proportionate part of 1,000. Then lct
the total amount of notes paid during the same period be
represented by 1,000, and the amount of each denomina-
tion of notes bc proportionally ascertained ; then place
these two series of numbers in juxta-position, and it will
immediately be seen what denomination of notes remain
out the longest.  For instance, if the average amount of
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a banker’s circulation counsist of 20,000/ in 5/ notes;
15,000Z in 10/ notes; 10,000/ in 20/ notes; and 5,000/
in 504 notes, then the proportionate numbers will stand
thus : —

Total Circulation. L5, £10. £20. £50.
1,000 400 300 200 100

Then, if during the same period the amount of notes
paid of different denominations have been—15,0004 in
54 notes ; 15,0004 in 104 notes; 12,0004 in 20/ notes;
and 8,000/ in 50/ notes, the proportional numbers will
stand thus :—

Total Paid. £5. £1o, £20. £50.
1,000 300 300 240 160

By placing these numbers under the preceding ones,
it will be perccived that the amount of 5/. notes paid
is less than the proportional amount in circulation ; and,
consequently, notes of this denomination remain out the
longest ; the 10/. notes remain out a less time; the 207
a still shorter term; and the 50L notes the shortest
term of all.

To ascertain how long a banker’s notes remain out,
take the average amount in circulation for any given
period, say three months ; ascertain the amount of notes
paid during that period. If the amount paid during
the three months is twice the average amount in circula-
tion, then the notes have remained out six weeks. If the
amount paid is three times the amount in circulation,
then the notes have remained out one month. The term
which any particular denomination of notes remains in
circulation can of course be ascertained in the way I have
already described. These calculations are easily made by
a table of logarithms.
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In calculating commissions for 1 per cent. divide by
100; for § per cent. by 200; for } per cent. by 400; for
1 per cent. by 800.

In calculating the dividends on stock, if it be in the
4 per cents. the half-yearly dividends will be one-fiftieth
part of the principal. Hence, multiply by 2, and divide
by 100.

If the stock be 3 per cents. the half-yearly dividend will
be Sths of the principal. Hence, add to the principal
one-half of itself, and divide by 100.

If the stock be 3} per cent. add to the principal onec-
half and one-quarter of itself, divide by 100, and you have
the half-yearly dividend.

If the stock be 3} per cent. add to the prmmpal one-
half and one-eighth of itself, divide by 100, and you have
the half-yearly dividend.

Examples. — What is the half-yearly dividend on
13,4761. 10s. 8d. 3 per cents., 3} per cents., 3} per cents.,
and 4 per cents. ?

3 PER CENTS, 34 PER CENTS. 3% PER CENTS. 4 PER CENTS.
£ s. d. £ 5. d £ 5. d £ 5. d.
13476 10 8 13476 10 8 13476 10 8 13476 10 8
6738 5 4 6738 5 4 6738 5 4 2
————— 1 * A 5 e
20214 16 0 .__71.684 1 ¢ 3369 2 8 26953 1 4
20 21899 7 4 23583 18 8 20
—_— 20 20 —_—
296 —_— —_— 1061
12 19-87 16-78 12
—_— 12 12 —_—
1152 —_— —_ 7:36
1048 944
£ s d.

Answer.—3 per cent. 202 2 11
» 33 per cent. 218 19 10
»» 3% percent. 235 16 9
", 4 perceut. 26910 7
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In making calculations respecting the purchase or salc
of stock, multiply the amount of stock by the price, and
divide by 100. Stock-brokers have seldom any occasion
to make these calculations, as there are books published
expressly for their use. '

To compute the half-year’s dividend on any amount of
stock in the 3 or the 3} per cents. within one penny.

Rule.—Multiply the amount of stock by 3 or 31}, re-
spectively. Take the unit of the pounds produced by that
multiplication for pence, and the remaining figures of the
pounds for shillings. But when the unit of the pounds
produced by this multiplication is more than 4, and also
when there are shillings or pence in this product, then
one penny must be added to the result for the unit, and
onc penny for the shillings and pence.*

Example 1.-—~What is the half-ycarly dividend on
13,4761. 10s. 8d. in the 3 per cents. ?

£ s. d.

13476 10 8
3 Multiply by 3.

20) 40429 12 0
£202 2 9 Add 24. as above. 2027 2s. 114.
Example 2.—What is the half-yeafly - dividend on
13,476/. 10s. 8d. in the 3} per cents.?

£ s d
3 13476 10 8

3369 2
20 ) 43798 14
£21819 8  Add 24. as above. 218/ 10s. 10d.

3
40429 12 0
8
8

#* Tables founded on this rule have been printed by Mr. J. Sterland,
of Margate.



ON BANKING. 345

In passing through the books a purchase of Long An-
nuities, debit the account of Long Annuities for the
purchase money. Then calculate how much per annum
the annuity will yield upon the capital invested, recollect-
ing that the annuity will expire on the first quarter in the
year 1860. Supposing this rate to be 4 per cent. you will,
when the annuity is received in April or October, debit
Long Annuity account 4 per cent. interest on the pur-
chase money, and credit the same account the amount of
the annuity received. The first entry will be passed to
the credit of Profit and Loss account. The second entry
will be passed to the dchit of Cash Account, as a return
of capital. " The balance of the Long Annuity account
after each entry is made, will show the amount of capital
that then remains invested in Long Annuities.

The stock-brokers charge one-eighth commission on all
purchases and sales of stock ; one shilling per cent. on
Exchequer Bills and India Bonds. The charges are made
on the amount of stock, not on the amount of money
invested. In the purchases or sales of shares in public
companies the usual charge is 5s. per share. In conti-
nuation accounts; that is, where a party buys stock for
money, and sells it for time, the charge is only one-
sixteenth per cent. Upon terminable annuities the charge
is one-cighth per cent. upon the money invested.  One-
cighth commission” is a charge of 2s. 6d. (the onc-eighth
of a pound sterling) on every 100/ ; a quarter commission
15, of course, 5s. The stock-broker usually allows the
London banker one-half the commission.

If the stock stands in the name of several persons, any
one may receive the dividends, but they must unite to
execcute a sale. If one or more of the parties die, the
stock is transferred By the survivors, without the concur-
rence of the executors or representatives of the deceased
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party. Hence, if a father wished to give his son a certain
amount of stock at his death, he might place the stock in
his own and in his son’s name, and upon his death his
son would become the actual possessor of the property,
Powers of attorney made and executed for the sale or
transfer of stock must be deposited at the bank, for exa-
mination, before two o’clock, the day previous to being
acted upon ; if only for receiving dividends upon stock, it
is sufficient to present the power of attorney at the timec
when the first dividend thereon becomes payable. A power
of attorney costs 1/ 1s. 6d.; but for Bank, India, and
South Sea Stock, 1/ 11s. 6d.

ExeENSE of a TRANSFER in £ £ s d. £ £ sd
Bank Stock, not exceeding 25 ... 0 9 0 exceeding 25...0 12 0
INp1a Stock ... 10...1100 ... 10...1 140
Soutu SEA STOCK............ 100 0 96 ... 100...0 120

The dividends on the 8 per cent. Consols are paid in
January and July. The aividends on the 3 per cent.
Reduced, and on the 3} per cent., are paid in April and
October. This last stock bears interest at 3} per cent.
only till October, 1854 ; afterwards, 3 per cent.; but the
interest cannot be further reduced until October, 1874.

The United States of America reckon their money in
dollars. To turn dollars, at the exchange of 4s. 6d. per
dollar, into pounds sterling, multiply the number of dollars
by 9, and divide by 40. To turn pounds sterling into
dollars, multiply by 40, and divide by 9.

The French calculate their stock, not by the amount of
the principal, but by the amount of the dividend. Thus,
1,000 francs in the French rentes, denote 1,000 francs per
annum. To calculate the purchase money for any-amount
of French rentes, first ascertain the principal. For the
5 per cents. you multiply by 20, and for the 4§ per cents.
by 22%;—for the 4 per cents. by 25, and for the 3 per
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cents. by 833, Having obtained the amount of stock, and
the price, proceed in the same way as in calculating the
purchase money for English stock.

The following quotations from Waterston’s “ Commer-
cial Dictionary,”’* will scrve to explain the operations
connected with foreign bills of exchange :—

“ A foreign bill of exchange is an order addressed to a person residing
abroad, directing him to pay a determinate sum of forcign money to the
person in whose favour it is drawn, or to his order. The amount of
forcign money, therefore, to be paid is fixed by the bill; but the amount
of British money (or money of the country in which the drawer resides),
to be given for the purchasc of the bill, is by no mecans fixed, but is
continually varying.”

 Of the two terms of comparison between the money of one place and
that of another, onc is fixed, the other is variable. The place whose
money is reckoned at the fixed price is, in commercial language, said to
receive the variable price; the other is said to give the variable price.
Henee the higher the exchange between any two places, the more it is
in favour of that which rcceives the variable price ; the lower, the more
in favour of that which gives the variable price ;—the exchange being
said to be favourable or unfavourable to any place, according as a smaller
or Jarger amount of the curreney of that place is required for discharging
a given amount of foreign payments. Thus London receives from Paris
a variable number of franes and centimes for 1/. sterling ; and taking the
par at 25 francs 34 ccutimes for 1/, exchange will be 5 per cent. in
favour of London when it rises to 26 francs 62 centimes, und about 5
per cent. against London when it falls to 24 francs 7 centimes.”

“ Bill merchants study the exchanges, not ouly between the place at
which they reside and all other places, but also between all those other
places themselves, by which means they are generally enabled to realize
a profit by buying bills in one place and selling them in another ;—in this
way preventing any great fall in the price of bills in those countries in
which the supply cxceeds the demand, and any great rise in those coun-
trics in which the supply happens to be deficient. Sometimes exchange
operations are conducted with little outlay of.capital. Thus, if a bill
merchant in London can scll a bill on Amsterdam at half per cent. pre-
mium, and buy one at Paris at half per cent. discount, and with the latter
buy one at Paris on Amsterdam at par, he will have gained 1 per cent.

* A Cyclopadia of Commerce, Mercantile Laws, Finance, Commercial
Geography, and Navigation, by William Wateryton, Tsq.
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by the transaction, without the employment of any capital ;—the bill
remitted from Paris to Amsterdam arriving in time to meet the bill
drawn there upon his correspondent.  Again, a bill merchant, in order
to take advantage of a premium on the exchange, may obtain a credit
abroad upon which he may draw bills, under the calculation that at some
future and not very distant period he will be able to replace the funds af
a lower rate of exchange, and thercby realize a profit by the operation.
The central points for such transactions are Hamburgh, Amsterdam,
Vicnna, Paris, New York, and above all, London, the great money change
of the world.”

“In this country the buying and selling of bills on foreign countrics
is conducted by brokers, all such transactions centring in the metropolis,
In London the days for the negotiation of foreign bills are Tuesdays and
Fridays, the foreign post duys. 'The brokers go round to the principal
merchants, and discover whether they are buyers or scllers; and a few
of the more influential, after ascertaining the state of the market, suggest
a price at which the greater part of the transactions are scttled, with
such deviations as particular bills may be subject to from their high or
low credit.  For the bills they buy on one post-day, houses of established
credit pay on the following post-day, when they receive the second and
third bills of the set ;—foreign bills being usually drawn in sets of three.
The brokerage charged on bills is 1 per mille, or one-tenth per cent.

“On the evenings of Tucsdays and Fridays, the market rates for bills
on all the principal foreign cities, with the current prices of bullion, are
published in Wetenhall’s ¢ Course of the Exchange.” ”

The following arc the places to which England gives a
certain amount of sterling for a variable amount of forcign

money — . Variable according to
£ the Exchanges.
Amsterdam...... short 1 for 12 43 Florins and Stivers.
Do.coeeiiin 3months 1 ,, 12 7% do.
Rotterdam ...... do. 1 , 12 8 do.
Antwerp......... do. 1 , 26 5 Francsand Cents.
Brussels ......... do. 1 , 26 5 do.
Hamburgh....... do. 1 , 13 143 Marcs and Schillings.
Paris ............ short 1 ,, 25 75 Franes and Cents.
Do.oooinninn.. 3months 1 ,, 206 2 do.
Marseilles ....... do. 1 , 2 5 do.
Frankfort ....... do. 1 ,, 122 3 Batzen. "~
Vienna .......... do. 1 , 1011 Florins and Kreusers.
Trieste ........... do. 1 ,, 1012 do.
Leghorn ......... do. 1 , 3037 LireTosc. and Ccl{t-
Genoa ............ do. 1 , 26 5 Lireand Centesimi.
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The following are the places to which England gives an
uncertain amount of sterling for a fixed amount of foreign

money :—

Variable according
to the Exchanges.

Madrid .......... 3 months 36 pence for 1 Dollar of Platc.

Cadiz ............ do. 36} ,, 5 1 do.

Naples ........... do. 40 ,, ,» 1 Ducat.

Palermo ... do. 119% ,, » 1 Onza.

Messina ......... do. 120 ,, , 1 do.

Lisbon............ 60 days/d. 54 ,, ,, 1 Milreis. '
Oporto ........... do. 531 ,, ,» 1 do.

Gibraltar.........  do. 48 , ,» 1 Hard Dollar.

Veuice ........... do. 47 ,» 0 Lire Austriachi.

St. Petershurg.. do. 38 ,, L Silver Rouble.

Rio Jancivo. ... do. 30, ,» 1 Milreis.

New York ... do. 7% ,, ,» 1 United States Dollar. ,
Calcutta ......... do. 923 ,» 1 Company’s Rupee.

To ascertain the amount of English money that ought
to be received for a foreign bill, divide the amount of
the bill by the rate of exchange. Thus suppose the fol-
lowing bill, for 300 francs, werc negotiated at the rate of
25 francs 65 cents the pound sterling, then divide 300
by 25:65, and the result will be the amount in English
money. :

Londres, le 18 Junvier, 1849, B. P. P+ 500.

Au vingt Fevrier prochain veuillez payer contre ce Mandat & Vordre
de Messicurs la somme de lrois cents francs
valeur en comple que vous passeres de méme avee vu sans avis de

A Messieurs
Banguiers, Paris.
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2565 ) 300.00 ( 11
2565

[E———

4350
2565
1785

20

2565 ) 35700 (13
2565

10050

25:G5 ) 28260 ( 11
2565

- 2610
2565

45 Answer, 11/, 13s. 114.

We may observe that all bills are drawn in the moncy
of the country in which they are to be paid. «

In the cases referred to in the third paragraph of the
above quotation, the calculation is more complicated. To
ascertain when it is more advantageous to send moncy
from one country to another through a third country, there
must be two “ rule-of-three”’ calculations, instead of one;
and if the number of countries is increased, the number of
calculations will be increased. But these calculations may
be abridged by what is called “the Chain Rule,” or
“ Conjoined Proportion,” or “Compound Arbitration.”
The rule given by arithmeticians is the following :—Placc
the numbers alternately, beginning at the left hand, and
let the last number stand at the left hand. Then mul-
tiply the first row continually for a dividend, and the
second for a divisor.

Exzample.—1f 12 1bs. at London are equal to 10 Ibs. at
Amsterdam, and 100 Ibs, at Amsterdam are equal to
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120 Ibs.'at Paris, how many lbs. at 1ondon are equal to
40 1bs. at Paris?

Left. Right.

12= 10 12 x 100 x 40 = 48000

100 =120 10 x 120==1200) 48000 ( 40
40 48000

Answer, 401bs.

This rule is capable of two modifications. The example
we have given, is when it is required to find how many of
the first sort of coin, weight or measure, mentioned in the
question, arc cqual to the last. Tt may be required to
find how many of the last sort of coin, weight or measure,
mentioned in the question, are equal to the quantity of
the first. In this case, the following is the

Rule.—Place the numbers alternately, beginning at the
left hand, and let the last number stand on the right
hand. Then multiply the first row for a divisor, and the
second for a dividend.

Ezample.—If 12 1bs. at London make 10 1bs. at Amster-
dam, and 100 lbs. at Amsterdam make 120 lbs. at Paris,
how many lbs. at Paris are equal to 40 lbs. at London?

Left. Right.
12= 10 12 x 100 =1200
100 =120 10 x 120 x 40 = 48,000
40 12000 ) 48,000 ( 40

48000

The above examples will cxplain the principle of the
Chain Rule. The following example, taken from Mr.
Waterston, will show its application with regard to the
transmission of money.

London and Paris, through Hamburgh —Find the arbi-
trated rate between London and Paris when the exchange
of London on Hamburgh is 13 mares 12 schillings banco
for 14.; and that of Paris on Hamburgh 184 francs 50
centimes, for 100 marcs banco.
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This question comes under the second branch of the
rule. Tt is to ascertain how many francs will be obtained
for 17. sterling when sent to Paris by way of Hamburgh;

therefore,
£1 = 220 schillings banco = 13 mares 16 schillings.
Schillings 16 = 1 marc banco.
Marks banco 100 = 18450 cents = 184 francs 50 cents.
Cents 100 == 1 franc.
1£€=

Then, 1 x 16 x 100 x 100 == 160,000 divisor.

220 X 1 x 18450 x 1 x 1 = 4039,000 dividend.
Answer, 25 francs 37 cents.

It will be seen from the above example, that on the
right-hand side the marcs, having also fractional parts,
have heen reduced to schillings, and the francs to cents;
and hence it has been necessary to introduce on the left-
hand, the number of schillings in a mare, and the number
of cents in a franc: 16 =1, and 100 = 1.

Although in this case the remittance is said to be throngh
Hamburgh, yet in practice the operation would be made
by purchasing in London bills on Hamburgh, and remit-
ting those bills to Paris—unless bills on Paris direct could
be purchased on more favourable terms.

The calculations which refer to the transmission of gold
from one country to another, are very important. 'To
these we will now refer.

In England the precious metals are weighed by the
pound Troy. The following is the table :—

24 Grains . . . . . make 1 Pennyweight.
20 Pennyweights . . . . . 1 Ounce.
12 Ounces . . . . . . . 1 Pound.

Standard gold is what is called 22 carats fine; that is,
%2 parts of pure gold are mixed with 2 parts of alloy.
This alloy consists chiefly, we belicve, of copper. Our
silver coins have 18 pennyweights of alloy in the pound.
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A pound weight of gold is coined into 44} guineas,
and in the same proportion for sovereigns. An ouncc of
standard gold is worth 38/. 17s. 104d.; being the twelfth
part of 46/, 14s. 6d., the value of a pound weight of gold.

A pound weight of silver is coined into 66 shillings;
and in the same proportion for crowns, half-crowns, and
sixpenny pieces.

The specific gravity of gold is 19:360; that is, it is
19,360 times heavicr than distilled water.

The specific gravity of silver is 10-174; that of copper
is 8-878. ‘

A cubic foot of distilled water weighs 1,000 ounces, or
62'5 pounds avoirdupois, which is equal to 7595 pounds

troy.
Avoirdupois weight is as follows :—
16 Drachms . . . . . . make 1 Ounce.
16 Ounces . . . . . . . . . 1DPound
28 Pounds. . . . . . . . . 1Qnuartern
4 Quarters . . . . . . . . 1 Hundred.
20 Hundreds . . . . . . . . 1Ton
11b. avoirdupois is equal to 11b. 2 0z. 11 dwts. 20 grs.
troy.”

A pound avoirdupois is to a pound troy as 1750 to 1440.

1 1b. avoirdupois of copper is coined into 24 pence—
equal to 240l out of a ton. The old pennies weighed
exactly an ounce avoirdupois ; so that in buying an ounce
of any commodity, a poor man might, if he thought he
had short weight, usc a penny piece for the weight. For
some years past, the penny has been only two-thirds of
an ounce,

The amount of gold in circulation, including that in
the Bank of England, is variously estimated at from
11,000,000 to 60,000,000. The silver is cstimated at
11,000,000, but that includes the coin ih the colonies.*

* Commons, 3483—3488.
AA
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We often find in the City Article of the Times, and
sometimes in the Morning Chronicle and the Economist,
paragraphs like the following :—

The premium on gold at Paris is 7 per mille, which,
at the English mint price of 8. 17s. 10}d. per ounce for
standard gold, gives an exchange of 25-324; and the
exchange at Paris on London, at short, being 25:25, i
follows that gold is 0-30 per cent. deaver in Paris than in
London. )

By advices from Hamburgh, the pricc of gold is 135}
per marc, which, at the English mint price of 37.17s.10/.
per ounce for standard gold, gives an exchange of 1310} ;
and the exchange at Hamburgh on London, at short, being
13-10%, it follows that gold is 0:17 per cent. dearcr in
London than iv Hamburgh.

The course of exchange at New York on London is
1084 per cent.; and the par of exchange between England
and America being 1097 per cent., it follows that the
exchange is 1'08 per cent. against England; but the
quoted cxchange at New York being for bills at 60 days’
sight, the intercst must be deducted from ‘the above
difference.

The real par of exchange between two countries is that
by which an ounce of gold in one country can be replaced
by an ounce of gold of equal fineness in the other country.
In England, gold is the legal tender, and its price is fixed
at 8/. 175. 104d. per ounce. In France, silver is the cur-
rency, and gold, like other commodities, fluctuates in price
according to supply and demand. Usually, it bears a pre-
mium or agio. In the above quotation, this premium is
stated to be 7 per mille; that is, it would require 1,007
francs in silver to purchase 1,000 francs in gold. At this
price the natural “exchange, or that at which an ounce of

gold in England would purchase an ouncc of gold in
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France, is 25-324. But the commercial exchange—that
is, the price at which bills on London would sell on the
Paris Exchange—is 25 francs 25 cents, showing that gold
is 0-30 per cent. dcarer in Paris than in London. Tables
have been constructed to show the results of each fluc-
tuation in the premium of gold in Paris. In the next
scction we shall insert a table of this kind with refer-
ence not only to Paris, but also to Hamburgh and to
Amsterdam.

At Hamburgh, again, the exchange is the other way.
The price of a mark of fine gold is 435} mares banco,
which gives an exchange of 13:10} mares and schillings
against the pound sterling. But the commercial exchange
is 13:10¢, which makes a difference of 3 of a schilling;
and it follows that gold is 0°17 per cent. dearer in London
than in Hamburgh.

The Money Table of the United States stands thus :—

10 Milles . . . . . . . make 1 Cent.
10Cents . . . . . . . . . 1 Dime.
10 Dimes . . . . . . . . . 1 Dollar.
10 Dollars . . . . . . . . 1 Eagle.

The following regulations were adopted in the year
1834 respecting gold and foreign coins :—

“ Be it enacted by the Senate and House of Representatives of the
United States of America, in Congress assembled, that the gold coins of
the United States shall contain the following quantitigs of metal; that
is to say, cach cagle shall contain 232 grains fine gold, and 258 grains
standard gold; each half ecagle 116 grains fine gold, and 129 grains
standard gold ; each quarter cagle shall contain 58 grains fine gold, and
64} graing standard gold ; every such eagle shall be of the value of 10
dollars ; every such half eagle shall be of the value of 5 dollars ; and every
such quarter eagle shall be of the valuc of 2 dollars and 50 cents; and the
said gold coins shall be receivable in all payments, when of such weight,
according to their said respective values; and when of less than such
weight, at less values, proportioned to their respective actual weights.”

“Be it enacted, &c. that from and after tle 31st day of July next,
the following gold coins shall pass current as money within the United

AAR
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States, and be reccivable in all payments, by weight, for the payment of
all debts and demands, at the rates following; that is to say, the gold
coins of Great Britain, Portugal, and Brazil, of not less than 22 carats*
fine, at the rate of 94 cents and 8-10ths of a cent per pennyweight ; the
gold coins of France, 9-10ths fine, at the rate of 93 cents and 1-10th
of a cent per pennyweight; and the gold coins of Spain, Mexico, and
Colombia, of the fineness of 20 carats, 3 grains, and 7-16ths of a grain,
at the raté of 89 cents and 9-10ths of a cent per pennyweight.”

Under the above Acts of Congress the English sove-
reign was made a legal tender at the rate of 943 cents
per pennyweight. Hence, the full weight of the sovereign
being 5 dwts. 3-274 grs., it was made equivalent to 4 dollars
and 87 cents; or 487 dollars equal 100l. But, according
to a rule established in 1789, and cver since retained in
éxchange operations, the par of the dollar is paid at 4s. 6.
sterling, which gives for 487 dollars 109/ 11s. 6d. The
nominal par thus exceeds the real par 9. 1ls. 6d., or
97 per cent. In this way, when the exchange is nomi-
nally 92 premium, it is rcally at par. The above calcu-
lations are subject to some slight modifications by an Act
of Corngress fixing the amount of alloy in both the gold
and silver coins at onc-tenth; but commercially, the par
of exchange hetween England and America is usually
quoted as equal to 1093 per cent.

When we read in the above calculations that gold is so
much dearer in one country than the other, we must not
infer that gold can therefore be sent thither at a profit.
We must take into account the expense of conveyance.
It is generally considered that the charges and loss of
interest attendant on sending gold to America, do not
amount to much less than 24 per cent.

Before closing this subject we will make some remarks

® This is the usual mode of expressing the fineness of gold. The
ounce is divided into 24 carats. If, out of this mass, 2, 3, or 4 parts

ont of the 24 consist of alloy, the whole is said to be 22, 21, or 20
carats fine.
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on our exchanges with India. It has been seen, that with
this country we give an uncertain amount of sterling for a
fixed amount of foreign money ; that is, we give so many
pence (say 23 or 24) for a rupec. The lower the exchange,
that is, the fewer pence we give for the rupee, the more
favourable is the exchange for England. For, the lower
the rate, the more favourable is the exchange to that
country in whose currency the rate is reckoned.

The following is the Table for East India Moncy :—

12 Piees. . . . . . . make 1 Amna.
16 Amas . . . . . . . . 1 Rupee.
100,000 Rupees . . . . . . . . 1 Lac
100 Laes . . . . . . . . . 1 Crore. .

Taking the rupee at 2s., a crore of rupees is cqual to
1,000,000!. sterling. A lac is, of course, 10,000/.. The
figures expressing Indian money are not casily understood
by Europeans. The capital of the Bank of Bombay is
stated at 52,25,000 rupees, and the capital of the Bank of
Bengal at 1,10,13,580 ,,1,, 7. These figures should be
respectively read thus :—Fifty-two lacs, twenty-five thou-
sand rupees—One crore, ten lacs, thirteen thousand five
hundred and eighty rupecs, onc anna, and seven pices.

The East India Company issue in London bills on
India. They also discount in India bills drawn on Lon-
don, taking as collateral security the bills of lading and
the policics of insurance of the goods against which the
bills arc drawn. Their advances are usually to the exfent
of threc-fourths, or sometimes three-fifths, of the estimated
value of the goods. The rate of exchange is publicly
announced, and undergoes modification from time to time,
according as the Company may have occasion to accu-
mulate funds in London or in India.*

* Sce the Evidence of W. P. Paton, Esq. and J. D. Dickenson, Esq.
before the Commitice of the Housc of Commons, on Commereial Dis-
tress, 1848,
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In making further observations upon the subject of
this scction, we may observe, that there is often a great
facility acquired in performing arithmetical operations by
varying the numbers, and especially if we can substitute
ten or a hundred for some other number. And sometimes
we may change the operation, and use multiplication for
addition, or the reverse. Thus, if we have to multiply by
15, we can multiply by 10 by adding a cipher, and then
add half the sum. If we have to take threc-fifths of a
number, we may take the six-tenths. Instead of dividing
by 25, we may multiply by 4, and divide by 100; or,
instead of multiplying by 25, we may multiply by 100 and
divide by 4.

To calculate the interest on large sums at any rate per
cent. it is usually best to find the interest at 1 per cent.,
(as you have only to divide by 100,) and then multiply by
the rate per cent.

It is useful sometimes to know how many persons enter
a bank’in the course of a day, and during what hours the
greater number arrive. To do this, set a person in the
hall, with a paper marked 9 to 10, 10 to 11, and so on.
Then, when a person enters a bank between the hours of
9 and 10 o’clock, he will make a mark like a figure 1.
This mark he will repeat as every additional person enters.
He will go on in this way all through the day. When the
bank closes, he will ascertain by counting the marks how
many persons have entered the bank during each hour,
and how many altogether. The cashiers should go to
dinner during the hour in which the fewest people come
to the counter. And if a clerk wants a day’s holiday he
should fix on the day in which the fcwest people enter the
bank. It is in this way that a man standing in the street
is able to keep a register of the number of omnibuses that
may pass him during the day.
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Occasionally we find that “calculating hoys” have been
exhibited who have performed arithmetical operations with
wonderful rapidity. In some cases they have explained
their mode of doing so. It would appear that they have
in their mind a large multiplication table, not ending at
12 times 12, but extending to 50 times 50, or 100 times
100 ; secondly, they have a great rapidity of finding
cquivalent numbers by which the questions are more
casily worked ; and thirdly, they have a great power of
memory, by which they can carry on operations in their
mind without committing them to paper. They seemed
to have these endowments by nature ; but they may all,
in a degree, be acquired by application. A large multipli-
cation table may be learned by perseverance. A facility
of finding equivalent numbers may be acquired by study
and practice. And even arithmetical operations may
be performed by the memory. Let a person try to work
a sum in the rule of three in this way, in perfect darkness,
and he will find it not so difficult as he would at first
imagine. But the facilities thus acquired by application
would, of course, be vastly inferior to the endowments
cxhibited by thesc “ calculating boys.” It is remarkable
that these boys are not found to retain this wonderful
faculty after they are growii to be men.

The various systems of artificial memory profess to
teach the art of remcmbering figures. This is done by
turning figures into letters, and then forming a word from
those letters, or by asseciating a symbol with the number,
or by adding the letters to the end of the word. Thus,
suppose the floor of the room in which you are sitting
were divided into nine compartments, and had a figure
and letters in each compartment; thus—
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; 1 2 3 |
| B.C D. . G. H.
4 5. 6
J. K L. M. N
? _
7 8. 9
. raQ R. S. T.V.

Now, if you wished to remember the number 29, you
might form the word “foot,” and the consonants f and ¢
would give you 29. If you wished to recollect 86, form
the word “room.” So, if the number were 53, it would
be represented by the word ““log.”” The word “ book”
would represent 17; the word “paper,” 778; and “ledger,”
5238. The advantage of having two letters to one figurc
is, that you can more casily form words ; for, if one lctter
will not form a word, the other may. Besides, if you
should forget what letter represents any figure, by running
over the alphabet you will call it to mind.

We have supposcd these numbers and figures placed
on the floor. Now stand in the centre of the room,
with your face toward the window. Divide the wall before
you into the same compartmentssas the floor, and place
over the wall on the ceiling the number 10. You have
then beforc you all the numbers, from 10 to 19 inclusive.
Divide the wall on your right hand in the same way, and
place over it the number 20. Over the wall behind you
place 30; and over the wall at your left hand place 40;
and over your head in the centre of the ceiling place the
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number 50. You have now a local place for all the
numbers, from 1 to 50. And if you wish at any time to
recollect any one of these numbers, your memory will be
assisted by calling to mind its locality in this room.

You may go farther than this. You may place in each
of these fifty squares a symbol ; that is, the figure of a
tree, a flower, a bird, a beast, a fish, or anything else.
For instance:—In the compartments on the floor you
may place trees, the name of cach trec beginning with
the letter belonging to the compartments. The compart-
ments from 10 to 20 may cach have a flower. From 20
to 30, a bird.  From 30 to 40, a beast ; and from 40 to
50, a fish. And then, if you wish to recollect any matter,
you may form some fanciful association between it and
the symbol.

Dr. Grey’s system is different from that we have de-
scribed. He represents the numerals by the following
consonants and vowels :—

1 2 3 4 5 6 7 8 9 0

b d ¢t f 1 s p k n w

a e i o w au o e ou y
Then, to recollect a date, you will alter the termination of
the word, and place those letters that correspond with the
fizures. Thus, he calls Alexander the Great, Alexifa, and
the last three lctters show that he died 331 years before
the Christian era. Julius Cesar is called Julios, showing
that he died 46 ycars before the same period ; and Romput
shows that Rome was founded 753 years before the Chris-
tian era.

These systems of artificial memory have not been found
in practice to answer the culogiums of their professors.
Nevertheless, they are occasionally useful in assisting the
recollection of figures.

The following questions may be instructive or inte-
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resting to those young men who may be disposed to

work them :—

When a banker discounts bills having two, three, six, nine, and twelve
months to run, charging at the time the discount of 4 per cent., what,
rate of interest does he obfain on the meney actually advanced at these
respective dates P

Suppose a banker should lend 100,000/ consols at 90, from the 1st of
January to the 13th day of February, at 1-16th continuation, and should
part with the money at 10,000/ a-day in the discount of bills at 23 per
cent., all of which bills should fall due, in equal proportions, on the 10f1,
11th, and 12th of February, what would he gain by the transaction ?

If a banker buy consols at 90 on the 1lst of December, reccive the
half-yearly dividend on the Sth of January, and sell the consols again at
90 on the 1st of February, what nterest per cent. per annum does he
receive for his money after deducting the income-tax ?

If a Long Annuity (which expires in January, 1860) is bought at 8} on
the 1st day of March, 1849, what rate of intcrest does it yield after
paying the income-tax of sevenpence in the pound on the annuity ?

Suppose there were thirty clerks in a bank, the junior had §0/ per
annum and the senior 500/, and they increased in arithmetical progres-
sion; what is the ratio of their increase, and what is the total amount of
their salaries ?

Suppose you werc asked to make an advance on a lease which had
twenty years to run, and on which there was a net profit rent of 100L
per annum, what advance would you make upon it, calculating its present
value at 7 per cent., and taking a margin of one-third its value ?

1f a bank which has 20/ paid up on each sharc pays a dividend of
6 per cent., how much is‘that per share?

If a bank gives an annual bonus of 7s. per share, on which 10/, is paid
up, how much is that per cent. per annum ?

One ounce of standard gold is worth 3/ 17s. 103d. A sovereign is
worth twenty shillings. What should be its weight ?

A pound weight of silver is coined into sixty-six shillings. What
are the respective weights of a sixpenny-piece, a shilling, and a hall-
crown ?

A ton weight of copper avoirdupois is coined into 2407 in penny-
pieces : What is the weight of a halfpenny-picce ?

‘What is the weight of a cubie foot of gold, and into how many sove-
reigns may it be coined ?

What is the weight of a cubic foot of silver, and into how many
shillings may it be coined ?

What is the weight of a cubic foot of copper, and into how many
farthings can it he coined ?
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A cubic foot of gold will displace a cubic foot of water, but how much
water would be displaced by a cube of silver of the same weight ?

The gold that came to Solomon in one year was six hundred three
score and six talents. Supposing this to be pure gold, how much alloy
must be added to reduce it to standard gold, and what then would be
the number of talents >—Supposing this standard gold to be taken to the
issue department of the Bank of England under the Act of 1844, and
bank notes received in exchauge at the rate of 32 17s. 94. per ounce,
what amount of bank notes would be received, taking the Hebrew talent
as equal to 1131hs. 10 0z. T dwt. 10 grs. troy P—Supposing payment of
these notes should afterwards be demanded in sovereigns, which are coined
at the rate of 3/ 17s. 1044. per ounce, what would be the total weight
of these sovercigns ?

Find the arbitrated rate of exchange between London and Amsterdam
when the exchange of London on Madrid is 37 pence for one dollar of
plate, and that of Amsterdam on Madrid is 100 florins 75 cents. for 40
ducats of plate. '

Bar gold in London is 77s. 94. per ounce standard: required the
arbitrated rate of exchange produced by its export to the United States
for coinage, at the rate of 232 :; grains of fine gold for the eagle of 10
dollars.

Bar silver in London is 60 pence per ounce standard ; in Amsterdam
1043 florins per pond fine; required the arbitrated rate of exchange, the
Netherlands pond being equal to 1,000 wigtics, and 311002 wigties
equal to one ounce troy.*

1f the premium on gold at Paris is 5% per mille, and the exchange at
Paris on London is 25274, how much per cent. is gold dearer in Paris
than in London P4

If the price of gold at Hamburgh is 435 per marc, and the exchange
at ITamburgh on London is 13:10%, how much per cent. is gold dearer in
Hamburgh than in London P

* The last three questions arc taken from Waterston’s Manual of
Commerce, where the operations are performed.
T Sce the Table, No. 18, in the next Section.
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SECTION XIV.

BANKING DOCUMENTS.

By banking documents, I mean such reports, bonds,
deeds, letters, or other writings, as are used in connexion
with banking.

I. 1 shall notice those Documents that are used in the
formation of a Joint-stock Bank.

When any persons propose to form a joint-stock bank
in any district, they procure the statistical returns of the
district ; such as the tables of the population—the exports
and imports—the duties paid—the returns of the salcs in
the various markets—and cvery other information respect-
ing the trade and wealth of the district. If these prove
satisfactory, they take notice of the banks alrcady esta-
blished there, and observe whether they are joint-stock

"banks or private banks—whether strong or weak—and
whether likely to oppose or to join any new establishment.
If the existing banks be joint-stock banks, the projectors
procure from the stamp-office a list of the shareholders, in
order to observe the strength of their proprietary, and
whether they reside chiefly in the district.

Having satisfied themselves that a new bank would be
successful, the first document drawn up is a prospectus.
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This document usually sets forth the great advantage of
joint-stock banking to both the public and the share-
holders, and then points out the facilities of the district in
which the bank is proposed to be established.

Previous to issuing the prospectus, some leading persons
in the district are requested to become members of a pro-
visional committee for the formation of the bank, and
they obtain the assistance of an influential solicitor, to
whose office the applications for shares are usually ad-
drcssed. The committee then appoint a secretary, or
sometimes the office of secretary is filled by the solicitor.

Attached to the prospectus is the form of an application
for shares, similar to the following :—

. —  BANKING COMPANY.
HEAD BANK,
'Capital, £ n Shares, of £ _
ArPLICATION FOR SHARES.
To the Provisional Committee of the —_____ Banking Company.

GENTLEMEN,

Ibegtoapplyfor . shares in the above bank,
upon the conditions of the published prospectus. If the shares be
granted, my utmost influence shall be excrted in support of this bank.

I am,
Yours respectfully,

cach.

Name ....ovvvvvriinnnnns
Business or profession

Residence. ..............

As the applications come in, they arc entered in a book
prepared for the purpose. In the first column is entered
the date of the application ; then follow the name, pro-
fession, and residence of the applicant; then the number
of shares applied for, and in a farther column the number
of shares granted. After the committee have determined
what number of shares to allot to each applicant, letters

arc addressed to the respective parties in the following
forms : —
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SIR,
I am instructed by the Provisional Committee of the
. — Banking Company, to inform you, that they have allotted
you shares in the Company; and you are requested to pay the

sum of ——— wupon each share, to _ ___ _____, where you will
reccive the certificate. :
I am, Sir,
Your most obedient Servant,
A. B. Secretary.

SIR,
Your application for _ __ . shares inthe ... _
Banking Company has been laid before the Provisional Committee, who
regret, that in consequence of the numerous applications, they are uu-
able to comply with your request.
T am, Sir,
Your obedient Servant.
A. B. Seerelary.

The certificates granted upon rcceii)t of the first pay-
ment on the shares are different. Some use the follow-
ing form :—

.. BANKING COMPANY.

Derosit CERTIFICATE,

No.
S 18
This is to certify, that the hearer hereof hms paid the sum of
£ being the allotment fee of .. ~ per share
upon shares of £ ____ cach, allottcd to hun in the capital

stock of the above Banking Company.
For the Provisional Committee
of the _____ Banking Company.

Other banks adopt the form of a receipt, thus :—
' BANKING COMPANY.

Reccived of Mr, on acconnt of the ahove
bank, the sumof £______ being the deposit of .-
per share on his being admitted a holder of __. _____ __ shares.

—_— 18
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After the sums have been received, a general meeting of
the shareholders is called in the following form :—

BANKING COMPANY.
e . 18
SIR,

I am instructed by the Provisional Committee to inform
you, that the first general meeting of the shareholders in the above
Banking Company will be held at the - e O
next, for the purpose of submitting
a report of their procecdings, cleeting a board of directors, and adopting
resolutions for the immediate constitution of the Company.

The chair will be taken at twelve o’clock.

Lest you should be unable to attend, T annex a form of proxy for
voting, the blanks of which you must fill up beforc it is placed in the
hands of a shareholder.

I am, Sir,
Your obedient Servant,
e Secretary.

Proxy For VoTING.
... BANKING COMPANY.

T, the undersigned, a sharcholder in the above Banking Com-
pany for ______ shares, do hereby appoint
also a shareholder therein, to vote for me, and on my behalf, at the
first gencral mecting of sharcholders, tobe heldin ——___ on

instant.
Witness my band, this —___dayof .. 18
Name ... ...,
Residence ................
No. of shares ............

At the general meeting the provisional committce make
a report of their proceedings. Resolutions are then passed
—1. That the report be received and printed ;—2. That
certain shareholders then named be appointed directors ;—
3. That the thanks of the meeting be given to the provi-
sional committee. The bank is now formed, and the
government is assumed by the directors. They appoint
the manager and other officers; they prepare the deed of



368 A PRACTICAL TREATISE

settlement; and they adopt the measurcs necessary for
the commencement of business.

11.—The Deed of Settlement.

This is the dced of partnership, which must be signed
by all the shareholders. It fixes the name of the bank—
the places where business is to be carried on—and the
denomination and number of the shares. It regulates the
appointment of directors—the qualifications of share-
holders—and the mode of holding mectings, transferring
shares, and making dividends. It also provides for the
winding up of the affairs of the bank, in case it should
not be successful. So many joint-stock banks have printed
their deeds of settlement, that any new bank would find
no difficulty in procuring a copy. All banks now introduce
a clause, providing that if one-third or one-fourth of the
paid-up capital be lost, the bank shall be dissolved: and
generally there is a clause authorizing any alteration of
the deed by two successive meetings of the sharcholders
specially summoned for that purpose.

111.—Bonds of Security by the ()ﬁcers.'

The following form may be adopted for a manager :—

Know all men by these presents, that we, 4. B. of . C D
of hd E Fof ______ and G. I, are held and firmly bound
to #. X. aud Y. Z. in the sum of five thousand pounds of lawful moncy
of Great Britain, to be paid to the said #. X. and Y. Z. or their certain
attorney, executors, administrators or assigns, for which payment to be
well and truly made, we bind ourselves and each of us, and any three, or
two of us, and our and each of our heirs, exccntors, and administrators,
and the heirs, executors, and administrators of any three, or two of us
jointly, severally, and respectively, firmly by these presents. Sealed with
our seals. Dated this day of in the year of our
Lord one thousand eight hundred and

Whereas the above-bounden 4. B. has been appointed chief manager
of a certain public joint-stock banking company, called the

, of which company, and for the general purposes thercof,
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the above-named #7. X. and ¥. Z. have been appointed frustees. And it
was agreed, that on the appointment of the said to be such manager as
aforesaid, he should with surcties enter into a bond to guarantee his
fidelity and honest conduet while in the service of the said company.
And whereas each of them, the above bounden . D., B. F., and G. II.
hias, at the request of the said 4. B. agreed to beeome surety for him as
aforesaid to the extent of five thousand pounds: Now the condition of
the above-written bond or obligation is, that if the said 4. B. do and
shall from time to time while he shall continue in the service of the said
company as the chief manager of the said eompany, diligently and faith-
fully scrve them, and devote the whole of his time and attention to their
bhusiness, and give such reasonable attendance at their banking-house, as
the dircctors for the time heing of the said company shall from time to
time require, and do and shall keep all the scercts of the said company,
and inform the said directors of the company for the time being of all
such letters, writings, papers, and occurrences whatever as shall from
time to time come to his knowledge respecting the said business, and do
and shall keep all the cash accounts, ledgers, books, decds, writings, and
papers, helonging or relating to the said coneern in a proper and business-
like manner, and regularly answer the letters of their correspondents,
and do and shall take due carc of the monies, securitics for money, and
property belonging to the said company, or placed in their custody, and
do and shall from time to time account for, render, and make over to the
directors for the time being of the said company, all such cash, hills,
notes, and other sccurities as shall from time to time come, or without
his wilful default might have come to his hands, aud shall not cmbezzle,
conceal, or waste, nor permit (as far as in him lies) to be embezzled,
concealed, or wasted by others any of the property of the said company,
or which shall have been entrusted to their care, and do and shall receive
all the customers of the said banking-house with civility, and inake up
the notes or memorandums of their respective affairs when neéessary,:
and do and shall as far as in him lics causc the clerk or clerks of the said
company to give full and due attendance at their said banking-house, and
there to conduct and demean himself or themselves diligently and faith-
fully and in an orderly manner: and also if the said 4. B. do and shall
in all other respects diligently, skilfully, and faithfully demean and con-
duct himself as the chief manager of the said company : and moreover, if
they the said C. 1., E. F, and G. H., their heirs, exceutors, or admi-
nistrators, or some of them, shall and do well and sufficiently save harm-
less and keep indemnified the said company and the directors and all
other members thereof from and against all losses, costs, charges, and
expenses which shall or may happen or come to them for or by reason of
any act, deed, matter or thing whatsoever, wilfully and improperly done,
or wilfully and improperly omitted to be done by the said 4. B. in or
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during the said service, then the above-written obligation shall be void,
but otherwise the same shall be in full foree. Provided always, and it is
hereby declared, that under the said obligation, the said C. D. his heirs,
exceutors, or administrators, shall not be liable to a greater sum in the
whole than fwo thousand five hundred pounds, nor the said £. F. his heirs,
executors, or administrators to a greater sum in the whole than one Zhon-
sand five hundred pounds, nor the said G. H. his heirs, executors, or
administrators to a greater sum in the whole than ore thowsand pounds.
As witness the hands and scals of the said parties.

The following is the form for a clerk :—

Know all men by these presemts, that 4. B, C. D., and E. F. are
held and firmly bound to /. X. and ¥. Z,, in the penal sum of one thou-
sand pounds of lawful money of Great Britain, to be paid {o the suid
W.X. and Y. Z, or their certain attorney, executors, adwinistrators, or
assigns, for which payment to be well and truly made, we bind owrsclves
and cach of us, and our and each of our heirs, exceutors, and admini-
strators, and the heirs, executors, and administrators of any three or two
of us jointly, scverally, and respectively firmly by these presents. " Sealed
with our seals. Dated this

Whereas the above bounden 4. B. has been appointed a clerk in a
certain public company, called the , of which
company and for the general purposes thercof the above-named #. .V
and ¥. Z. have been appointed trustees. And it was agreed that on the
appointment of the said 4. B. he should with sureties enter into a hond
to guarantce his fidelity and honest conduct. And whereas the above
bounden €. D. and E. F. have at the request of the said 4. B. agreed to
hecome surety for him as aforesaid to the extent of five hundred pounds
each. Now the conditions of the ahove-written obligation is, that if the
said 4. B. do and shall, while he shall continue in the service of the said
company as such clerk, diligently and faithfully scrve them, and devote
the whole of his time and attention to their business, and give such
reasonable attendance at their office, as the directors or manager for the
time being of the said company shall from time to time require ; and do
and shall keep all the secrets of the said company, and inform the dircctors
of the said company for the time being of all such letters, writings, papers,
and occurrences whatsocver, as shall from time to time come to his know-
ledge respecting the said business; and do and shall from time to time
account for and make over to the directors or manager for the time being
all such cash, bills, notes, and other sccurities as shall from time to time
come or without his wilful default might Lave come to his hands, and
shall not embezzle, conceal, or waste, nor permit (as far as in him lies)
to be embezzled, concealed, or wasted hy others, any of the property of
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the said company, or which shall have been cntrusted to their care. And
also if the said 4. B. do and shall in all other respects diligently, skilfully,
and faithfully demean and conduct himself as such clerk of the said
company. And moreover, if they the said €. D. and E. F., their heirs,
exccutors, and administrators, or some of them shall and do well and
sufficiently save harmless and keep indewmified the said company and the
directors and all other members thereof {from and against all losscs, costs,
charges, damages, and expenses, which shall or may happen or come to
them for or by reason of auy act, matter, or thing whatsoever wilfully and
improperly done, or wilfully and improperly omitted to be donc by the
said 4. B. in or during the said scrvice, then the above-written obligation
shall be void, otherwise the same shall be in full force. Provided always,
and it is hereby declared, that under the said obligation the said C. D.,
his heirs, exeeutors, or administrators, shall not be liable to a greater sum
in the whole than jfive hundred pounds; nor the said £. F. his heirs,
exccutors, or administrators, to a greater sum in the whole than five hun-
dred pounds. As witness the hands and seals of the said parties.

IV.—Declarations of Secrecy.

The following is the form for the dircctors and trus-
tees :—

We, the undersigned persons, being respectively the directors and
honorary directors, and trustces of the public Joint-stock Company,
called do severally declare that we will respee-
tively, faithfully, and impartially discharge the several duties devolving
on us as such directors as aforesaid, according to the deed of setilement
of the company, bearing date the day of and
any laws and regulations that may be made in pursuance thercof.  And
we do hereby pledge ourselves, and as inviolably as if we had taken our
oaths thercto, that we will obscrve the strictest scerecy on the subject
of all transactions of every description of the company, with their cus-
tomers for the time being, or with any other bodies or persons what-
socver, and on the subject of the accounts of all bodies and individuals
from time to time having accounts with the said company. Dated this

-~ day of 1S .

The following is the form for the officers: —
Declaration of Secrecy by the Managers and Clerks.

We, the undersigned persons, being respectively managers, account-
ants, cashiers, tellers aud clerks of the __ Banking Company,
do severally declare, that we will respectively, faithfully, honestly, and

RR2
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impartially discharge the scveral duties devolving on us as such managers,
accountants, cashiers, tellers, and clerks as aforesaid, according to the
directions of the directors of the company, and any laws and regulations
that may be made by them. And we do hereby severally pledge our-
selves, and as inviolably as if we had taken our oaths thereto, that we
will observe the strictest secrecy on the subject of all transactions of
cvery description of the company with their customers for the time being,
or with any other bodies or persons whatsoever, and on the subject of
the state of the accounts of all bodies and individuals from time to time
having accounts with the said company. Dated this —___ day of
18

V.—Letters of Guarantee,*
With reference to Advances or to Bills Discounted.
Bill-brokers usually give a letter of guarantee, instcad
of indorsing the bills they have discounted with the
bankers. And sometimes one party will guarantce to the
bank the bills discounted for another.

)
To the Directors of the —_________ Banking Company.
(GENTLEMEN,
In consideration of your paying the cheques of Mr.
or otherwise advancing him sums of money, I hereby guarantee the re-
payment thereof upon demand, to the extent of one thousand pounds.
I am, &c.

@)
To the Directors of the — _____ Banking Company.
(JENTLEMEN,

In consideration of your discounting a bill for £ drawn
by 4. B. or C. D. dated at months, I hereby
guarantee the due payment of the same at maturity.

I am, &e.

3)
GENTLEMEN,
In consideration of your discounting the above bills, I hereby
guarantee the punctual payment thereof as they respectively fall due.
I am, &c.

# There are some excellent remarks on this subject, as well as on
other matters connected with practical banking, in * Chapters on Country
Banking,” by J. R. Rogers. (E. Wilson).
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(4)
(GENTLEMEN,

Mr. Jokn Slender may have occasion to offer you sundry bills
for discount. In consideration of your discounting such of them as you
approve of, which I request you to 8o, I hereby guarantec the punctual
payment of such bills when due.

I am, &e.

VI.—A Form of Letter,

T be signed by a Party lodging Deeds or other Documents as Security
Sor ddvances of Money.
) 1)

To the Directors of the

GENTLEMEN,
I have sent you the title deeds, and other writings, relating to
my scveral frechold and copyhold estates and propertics, in or near
in the county of —_, and which documecnts 1
hereby declare are deposited with you, as a security for all sums of moncy
now or hercafter to become due from me, either solely, or jointly with
others, to the said banking company, either upon banking account, or in
any other manner howsoever, (including interest, commission, and all
other usual banking charges); and I hercby cngage, upon request, to
execute to you, or to the trustecs of the said company, a mortgage of
the said tenements and premises, for the better sccuring the said sum,
or sums of money, intended to be hereby sceured, such mortgage to
contain a power of sale, and all other usual covenants, and to be at my

expense. 1 am, &c.

— Banking Company.

(2)
GENTLEMEN,

Having this day borrowed of you £ upon a deposit of
the under-mentioned sccurities, which sum is to be repaid {o you with
interest at percent. perannumonthe —___ _ mext,
I hereby authorize you, in case the said sum of £ shall not be
repaid as aforesaid, to scll the said sceurities, or any part thereof, when-
ever you may think proper so to do, and repay yourselvcs the sum of
£ and interest, returning to me the surplus (if any) or holding it
for my account ; and in the cvent of any deficiency, I hold myself re-
sponsible to you and the survivors of you for the same.

I am, &c.

(3)
GENTLEMEN, . .
In consideration of the loans, advances, or discounts which may
be made to me, or upon my request by you, I hereby charge all or any
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title deeds or other property belonging to me, which I may place or
leave in your hands, with the repayment of all such loans, advances, or
discounted bills, together with all costs, interest, and charges thereon ;
and I hereby undertake to make an assignment by way of mortgage, with
power of sale, whenever called uport so to do, of the property which I
may or shall be entitled to under such title dceds.

I am, &ec.

VII.—Memorandum of Agreement with reference to the
Lodgment of Deeds.

MexoRANDUN, that on the day of in the year
of our Lord onc thousand eight hundred and forty ,
hath delivered to
at their office in ______ in the countyof . the
several title deeds and documents mentioned and comprised in the
schedule hercunto annexed, for the purpose of securing to the proprietors
in the said banking company for the time being, of whomsoever the same
banking company may from time to time consist, all and every sum and
sums of moncy which shall at any time hercafter be due or owing from
on the balance of his account cur-
rent with the said banking company, either for money paid or advanced,
or to be paid or advanced, by the said banking company unto the said
, or at his request, or which shal
be secured by any bond or bill of exchange drawn or endorsed by the
said or by any promissory note
or other contract whatsoever, with interest for the same respectively,
from the several times at which they respectively shall be advanced, or
at which the said bonds, bills, notes, or other contracts respectively shall
become due, and thenceforth until payment thereof respectively after the
rate of per centum per annum, with commission and other usual
banker’s charges, so as the same do not exceed in the whole the sum
of b
And the said doth hereby promise and
agree with and to the said banking company that he the said
___ whenever thereunto required by the said banking com-
pany, shall and will effectually convey and assure all and singular the
hereditaments and premises comprised in the said deeds and writings
unto and to the use of the said banking company, in such manner as
shall be lawfully required by them, free from incumbrances; subject
nevertheless to redemption on payment by the said
of such sum of money as shall be therein expressed to be secured with
intcrest in manner aforesaid. And in the said indenture of mortgage
shall be contained all usual clauses and covenants, with power of sale in
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case default shall be made in payment of the principal and interest to be
thereby secured, or any part thereof. As witness the hand of the said
the day and year first above written.

(The schedule above referred to.)

VIII.—Cash Credit Bond.

Almost cvery bank that grants cash credits has its own
form of bond. I think the following as good as any that
I have seen :—

Know all men by these presents, that we, 4. B. of ., CD
of ,and B F.of _______ are jointly and severally held and
firmly bound to W. X. of —____and Y. Z. of _______ two of the
trustees of the socicty or co-partnership called the ——_in
the penal sum of pounds of lawful moncy of Great Britain
and Ircland, to be paid to the said . @. and . I, or their certain
attornies, exccutors, administrators, and assigns, for which payment, to
be well and truly made, we bind ourselves, and each and cvery of us, and
our, and each and cvery of our heirs, exccutors, and administrators,
jointly, severally, and firmly by these presents. Scaled with our secals.
Dated this of .

Whereas the above-bound 4. B. has opened an account with the
above-mentioned socicty or co-partnership, called the -
at their establishment, at __ .., and is desirous of being accom-
modated by the said socicty or co-partnership, from time to time, in
some one or other of the various modes in which bankers are in the habit
of affording accommodation, and to induce the said society or co-partner-
ship to take the said account, and to accommodate him from time to
time, in some one or other of the modes aforesaid, the said 4. B. and
the said C. D. and E. F. as his sureties, have agreed to center into the
above-written bond or obligation with such conditions as hereinafter
is expresscd.

Now the condition of the above-written bond or obligation is such,
that if the said 4. B, C. D., and E. F,, or some or one of them, or their,
or some or one of their heirs, exceutors, or administrators, do and shall,
on the demand in writing, under the hand of any one of the public officers
of the said society or co-partnership, called , well
and truly pay or cause to be paid to the said socicty or co-partnership,
all and every such sum and sums of money as upon the balance of any
account current, which now is, or at any time or times hercafter shall be
open between the said 4. B. and the said society or co-partnership, shall
or may, from time to time, be due and owing from or by the said A. B.,
his exccutors, or administrators, together with all discount, intercst,
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postage of letters, and commission, according to the usage and course of
business, but nevertheless to the extent only of £ principal
money, cxclusive of interest and costs, in case such balance shall excecd
the sum; and so that the above-written bond or obligation shall, and
may be, a continuing sccurity to the said socicty or co-partnership to the
amount of £ principal money, besides such interest and
costs as aforesaid, notwithstanding any settlement of account, or other
matter or thing whatsocver, then the above-written bond or obligation
shall be void ; otherwise, the same shall remain in full force and virtue.

Signed, scaled, and delivered

in prescnce of

The following is the form of cash credit bond used by
one of the banks in Scotland. It will be seen that the
latter part has a reference to the peculiar law of Scotland,
and hence it is not adapted for the usc of banks esta-
blished in England :—

We, 4. B, C. D.,, and £. F., considering that the directors of the
banking company, established in Edinburgh, under the title of the
——— ., have agreed to allow us credit upon a current account,

to be kept in the name of the said 4. B., in the books of the said bank
at its branch officc in _______, or at such other office or offices of the
said bank as the dircctors thercof may from time to time appoint, to the
extent of . . pounds sterling, upon granting these presents ;
therefore, we, the said 4. 8., C. D., and E, F., hereby bind and oblige
ourselves conjointly and severally, and our heirs, exccutors, and suc-
cessors whomsoever, to content and pay to the said , or
to_—, the present manager of the said bank, or to Lis
successors in office as manager, for behoof of the said bank, and the
whole partners therein, or to the assignees of the said bank, or of its said
manager, or his foresaid, the aforesaid sum of five hurdred pounds, or
such part or parts thercof as the said 4. B. shall receive or draw out by
orders or drafts on the sald bank, in virtue of the aforesaid credit, and
also such sum or sums of money as the said bank or its said manager
shall stand engaged for on account of me the said 4. B., by accepted or
discounted bills, letters of credit, guarantees, or in any other manner of
way not excecding in all the said sum of five hundred pounds, over and
above what of the proper cash of me, the said 4. B., may happen to be
lodged on the said cash account; and that at any time when the same
shall be demanded, after six months from the date hereof, with the legal
interest thereof from the time of advance, until the same be repaid, and
u fifth part more of the said principal sum of penalty, in case of failure or
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proportionally effeiring to the sum due, and it is hereby declared, that a
stated account, made out from the books of the said bank, and signed by
the manager, secretary, or accountant thereof, for the time with reference
to this present bond, shall be sufficient without any other voucher to
constitute and ascertpin a balance and change against us, and no suspen-
sion shall pass upon the change so constituted and ascertained, but on
consignation only. And we consent to the registration hereof, in the
books of council and session, for others competent, that letters of horning,
on six days’ change and all other necessary execution, may pass upon a
decrce, to be interposed hereto, in common form, and for that purpose
we constitute our Procurators

In witness whereof, the present written upon stamped paper by

IX.—Letters of Credit,
Granted by the Bank upon its Agents or Branches.

) A
. BANKING COMPANY.

To
Sixg,

There has this day been lodged at this officcby —
thesumof _____ fortheereditof —__ whose drafts to
that amount you will honour, and charge the same to the account of the

Bauking Company.
I am, Six,

Your obedient Scrvant,
£ Manager.
Entered Accountant.

(2)
BANKING COMPANY,
No.
o
(Not Transferable.)
Six,

You will be pleased to credit
in the sum of and charge the same to the
account of the Banking Company, with
this branch,

I am, SIR,
Your obedient Servant,
Manager.
8 S

Entered Accountant.
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3)
BANKING COMPANY.
Messrs, .
Paris. 18
GENTLEMEN, .
This letter will be presented to you by
to whom you will be pleased to pay to the extent of
deducting your charges, and taking for your reimbursement his drafts on
this bank, which will meet with due honour.

I am, &e.
()
Messrs.
New York.
This letter will be presented to you by Mr. . R 11}
whose favour we beg to establish a credit for ____ pounds sterling.

You will please hold this sum, or any part thereof at his disposal, less
your usual charges, and take in cxchange his drafts upon this bank,
which will be duly honoured. It is understood that this credit is to be
available for onc year from this date, at which period it Mr,
has not made use of it, you will consider it cancclled. 'We shall forward
you, in our next letter, the signature of Mr. —_________, {o which.we

refer.
I am, &e.

X.—Deposit Receipts.

These are rcceipts for moncy, upon which the bank
allows interest. The following form may be used :

BANKING COMPANY.

18
No. £
Received from the sum of .
sterling to the credit of his deposit account with the
Banking Company. '
By Order of the Board of Directors.
Entered A tant Munager.

The following form is a much better one, but, unfor-
tunately it is illegal.  According to law, we cannot intro-
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duce the rate of interest allowed, nor the notice required,
unless the receipt be stamped. It may be hoped, that in
the next Stamp Act, the Chancellor of the Exchequer will
introduce a clause permitting the use of such receipts as
the following. It is used by a highly respectable bank in
one of the Midland Counties :—

BANKING COMPANY.

No. 18

Received from the sum of
for which we are accountable with interest at the rate of per
cent. per annum, on receiving __ days’ notice. Iutercst to cease
from day of notice.

For the Directors and Proprictors of the ____. .
Banking Company.
£ - Manager.

No interest allowed unless the money remains three months.

XI.—Requisition Notes.

These arc notes or memorandums which arc used by
some banks to enable their customers to state with less
trouble what they require, and to specify the cash they
pay into the bank. They are usually placed on the
counter, to be ready when wanted. The following are
the forms most in use :—

1)
Requisition NoTE.

To be filled up by Parties desiring Receipts for Money deposited, Letlers of
Credit, or Billson —

day of 18 Specification of Money

4 presented to the Cashier.

Wanted from the __ Banking Company
the Manager’s
in favour of
for the sum of

Applicant.

Entered £
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@)

LErTER OF CREDIT.

Specification of
Money. 18

Bank of England Wanted, the _______ Banking Company’s

Notes .......... Letter of Credit on -
. Gold ............... in favour of
Silver and Copper| for
Local Notes...... ;
BillS covvveeon — Applicant.

£ £

Entered to Credit of

3)

PayMENT To CrEDIT OF CURRENT ACCOUNT.

Specification of
Money. 18

Bank of England . I

Notes .......... Paid to the Banking
Gold............... Company, the sum of :
Silver and Copper to be placed to the credit of
Local Notes...... in current account with said bank.
Bills ............... By

£

Entered in the Bank’s Cash Book, £_______ Teller.

(4)

APPLICATION FOR ACCOUNT. °
Names of Persons composing the Firm.

Firm ...........

Business ...

Residence..... —
Probable return................ £
Advance required ............ £
Security proposed ............

Order of the Board per Minute, }
dated 18
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(5.
Birs Discountep
Bythe ______ Banking Company at

to on 18
fo. Where Payable.| Postage.] When Payable. l)—ng Amounuﬂmlli Discount Proceeds.
XII.—A Letter
Summoning a General Meeting of the Shareholders.
. BANKING COMPANY.
—_— 18
S,

I beg leave to inform you that the Annual General Meeting
of the Proprictors of this Company, pursuant to the deed of settlement,
will be held at twelve o’clock on _______ instant, at the _
in this place, for the purpose of electing Directors, and for the despatch
of other business.

A list of all the Proprictors qualified for the direction by holding fifty
shares and upwards, is anncxed.
I am, Str,
Your obedient Scrvant,
Manager.

Most large banks have also a printed form for their
letters of ordinary correspondence, as the following : —

SIR,

1 beg to acknowledge the receipt of your favour of the
enclosing sundries £ and undue bills £
for the credit of your account. Your advices have due attention.

You are credited for the following — sums reccived.
I am, Sir,
Your most obedient servant,
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XIII.—Special Contracts.

Those joint-stock banks that are not formed under the
Act 7th Geo. IV. cap. 46, sue and are sued in the names
of their trustees.* And to enable them to do so, those
parties who open accounts with the bank enter into a special
contract. This may be done by a letter addressed to the
trustees personally, in a form similar to the following :—

Tod B.,C. D., and E. F.

— 18
GENTLEMEN,

You engaging that the __________ Banking Company shall pay
to me whatever sums may be due to me on my current or other accounts
with it, I hereby agree, as a scparate contract with you, to pay to you or
the survivors of you, after demand, the balance, if any, which shall at
any time hereafter be due by me to the said Banking Company on those

accounts or otherwise.
I am, GENTLEMEN,

Your obedient Servant,

XIV.—Notices of Calls for further Payment on Shares.

BANKING COMPANY.
—_— 18

SIR,
I beg to inform you that the Board of Directors of this Com-

pany, agreeably to the powers contained in clause No. ___ of the deed
of constitution of the Company, have made a third call of £
per share on cach of the shares in the Company, and that the same will
become payable on the of ____ next.

The certificate for your share is at — . _ , and will be delivered
to you on payment of £ , and in exchange for that now in your

possession.
You will please to take notice, that all payments for calls must be
made free of postage, and in cash, on or before the of

otherwise they will not be received except with interest at the rate of
5 per cent. per annum from that date.
I am, Sir,
Your most obedient Servant,
Manager.

" % These banks obtained in 1844 the power of suing and being sued in
the names of their registered public officers.
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XV.—Certificates of Shareholders.

Some banks exchange the old certificates for new ones
after every call. Others do not grant new certificates;
and some do not issuc certificates at all, unless a party
requests to have some cvidence that he is a shareholder.

BANKING COMPANY.
CENTRAL BANK

This is to certify that Mr. of is
a proprictor of shares in the capital stock of the
Banking Company, on which —_____ per share has becn paid. And

as the proprictor thereof, he is entitled to all benefits and emoluments
arising from such shares, agrecably to the deed of settlement of the com-
pany, dated the day of 18

As witness our hand this day of —__ one thousand eight
hundred and

No.

} Two of the Direclors
of the Company.

Registered

XVI1.—Deed of Transfer.

This deed is cxccuted by the buyer and scller of any
shares in the bank, after the dircctors have given their
conscnt to the transfer. The following is the form of this
instrument :—

This Indenture, made the day of 18, between
of of the first part ; -
of ___ of thesccond part; and ___ of the City

of —_____, trustees (appointed by the board of directors of the
Banking Company) of the covenant hereinafler contained,
of the third part.

Whereas thesaid . has become the purchaser, with
the approbation of the said board of direction, of share in the
capital of the said company : on each of which shares the sum of
pounds still remains unpaid.

Now this indenture witnesseth, that in consideration of the sum of

at or hefore the sealing and delivery of these presents
paid by the said — tothesaid . the




384 A PRACTICAL TREATISE

receipt of which said sumof ___ thesaid
doth hereby acknowledge, and from the same and every part thercof,
doth release and for ever discharge the said ______________ his heirs,
executors, administrators, and assigns: thesaid —______ hath
hargained, sold, and assigned, and by these presents doth bargain, scll,
and assign unto the saild — ________ his executors, administrators,
and assigns, all those the said shaves of his thesaid —
in the capital of the _____ Banking Company, and all bencfits,
advantages, powers, and privileges attending the same; to have, hold,
receive, and take, the said shares hereby assigned, and the said benefits,
advantages, powers, and privileges attending the same, unto the said
e his exccutors, administrators, and assigns, for his
and their own use and benefit.

And the said ——_  doth hereby, for himsclf, his heirs;
executors, and administrators, covenant, promise, and agree, with and to
the said and their executors,
and administrators, that in respeet of the share hereby assigned, and all
and cvery other share and shares which the said
may hereafter purchase in the capital of the said company, ]lf‘, the said
_ his heirs, exceutors, or administrators, shall and will,
well and truly, in all respects, observe, perform, and keep, all and singu-
lar the covenants, agreements, and provisions, contained in the deed of
settlement of the said company, bearing date the day of
183, so far as thc same ought on his or their parts to be obscrved,
performed, and kept.

In witness whereof, the said partics to these presents have hercunto
set their hands and scals, the day and year first above-written.

Witness to the identity and signature of (

Signed, scaled, and delivered by i

In the presence of

MEMORANDUM.

Tt is needful that this document should be completed and left at the
office of the company without delay, when a certificate of the shares will
be given to the purchaser, into whosc name the shares cannot he placed
until this regulation is complied with.
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XVIL.—Circular Noles, issued by the Loudon and West-
minster Bank.

LONDON AND WESTMINSTER BANK.

No. Lertre pE CREDIT CIRCULAIRE pour £___ Sterls.
& Messieurs, les Banguiers, Londres, ce . _______ 18
desiynés dans nos Lettres d’ Indication.

MESSIEURS,

Cette lettre vous sera remise par M.
dont vous trouvcrez la signature dans notre Lettre d’Indication susdite.
Je vous pric de vouloir bien lui compter sans frais quelconques, la valeur
de —____ Livres Sterlins, au cours & Usance sur Londres contre
sa traite ci-jointe sur cctte Banque.

J’ai Phonneur d’étre,
Messieurs,
Votre tres obeissant Serviteur,

o Secrétaire. — . Gérant.
On the other side : —
LONDON AND WESTMINSTER BANK.
e _ London,
A sept jours de vue préfix payez a I'ordre de M.
Livres Sterlins valeur recue.
a .
ce _ . 184

These Circular Notes are accompanied by the following
Letter of Indication :—

LETTRE D’INDICATION.
LONDON AND WESTMINSTER BANK.
Londres,ce ... 18___.

MESSIEURS,

Le porteur de cette Lettre, M. pour
lequel nous réclamons vos attentions, est muni de nos Billets de Change
Circulaires pour son voyage. Nous vous prions de Jui en fournir la
valeur sur son double acquit au cours du change & usance sur notre
place, et sans déductions de frais, d’aprds nos instructions.

Si 1a ville ol il en touchera le montant n’a pas de chauge direct sur
Londres, vous voudrez bien en combiner un avec la place cambiste la
plus voisine.

Vous observerez quc tout Agio sur espsces d’or, ou d’argent, et tous

o
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frais extraordinaires dans le cas d’un remboursement indirect, doivent
étre supportés par le porteur, et ne peuvent étre a notre charge.
Cette Lettre devant accompagner nos Billets Circulaires doit rester
dans les mains de leur porteur jusqu’a leur épuisement.
Nous avons honneur d’étre,
Messieurs,
Vos trés humbles et tres

Villes. Correspondans.

Abbeville, MM. Gavelle & Cie.

Aix la Chapelle . Oeder & Cie.
Do. ..... {Charlier & Schie-
bler.
Aix en Provence, Guitton Talamel.
Wm. & Robert
Aleppo. .. ..
cPpo { Black & Co.

Alexandrie . . . . Briggs & Cic.

Amiens . . .. {Grimaux & Code-
ville.
Ansterdam. . . . Hope & Cie.
Ancone ...... G. Terni & Fils.
Anvers....... Osy & Cie.
Athénes . ..... F. Strong.
Augshourg . . . . P. de Stettin,
Avignon. ..... Thomas Freres.
Avranches . . .. F. Hullin.
Baden Baden . . F. S. Meyer.
Do. ....... Augustus Klose.

Bagnéres de

Bigorré. . . } Villeneuve & Cie.

Gerona, Fréres
Barcelone . . . { Clavé & Cie.
Baréges . ... .. Villeneuve & Cie.
Basle........ Vischer & Fils.
Bayonne . . ... Capt. Graham.
. Wm. & Robert
Beirout . . .. { Black & Co,
Bergen....... A. Grieg & Fils.

. Les Fréres
Berlin .. ...
crin { Schickler.
Berne ....... Marcuard & Cie.

obéissants Serviteurs,

Gérant,
Secrétaire.
Villes. Correspondans.
Besangon, MM. Jacquard & Cie.
Blois........ A. Brucre.
Bologne en Italie, I'. Perotti.
Bonn........ Jonas Cahn.
Bordeaux . . . {Bar‘t on & Gues-
tier.
Alexandre Adam
Boulogne /1. { !
oulogue S/ & Cio.
Bremen . ..... H. Schroder Fils.
Breslaw . .. ... Eichhorn & Cie.
Bruges....... F. Du Jardin.
. Freres Lobbecke
Brunswick . . { & Cio.
Brimn . ...... J. Herring.
F. Brugmann &
lles . .. { + Drug
Bruxelles Fils.
. Lonergan Freres
Cadiz. . . ... { 8
. & Ce.
Caen........ E. Guilberr & Cie.
Cairo........ Briggs & Cie.
Calais ....... P. Devot & Cie.
Cambray ..... N.Boniface & Fils.
Carlshad ..... B. Gottl & Fils.
Carlsruhbe . . . .. Augustus Klose.
Cassel, (Hesse) . L. Feidel.
Cette........ F. Durand & Fils.

Chambery. . . {Ve- Python & Ge-

noud Fils, ainé.
Cherbourg . . . . Mauger Fréres.
Civita Vecchia {J ohu. Thomas

Lowe, jun.
Coblentz . ....F. H Kehrmamn.
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Villes. Correspondans.
Cobourg . MM. Schraidt & Cie.
Cologne .. . ... J. D. Herstatt.
Constance . ... Macaire & Cie.
Constantinople { Chas. S Hanson

& Cie.
Copenhagen . . . Frolich & Cic.
Corfu ....... J. Courage.
Damascus . ... G. . Gibb & Cic.
Dantzig . .. ... Gibsone & Cie.
Darmstadt . ... J. A. Zoeppritz.
Dieppe. .. .. .. Quenouille ainé.
Dijon........ Drevon& Marion.
Dresde. .. .. .. M. Kaskel.
Dunkirk. ... .. Charles Carlicr.

Dusseldorf . . . . G. Cleff.
Elberfeld . . . {Vondcr Heydt

Kersten & Fils.
Elsineur. . .. .. N. & C. Fenwick.
o Deinhard &
Emms ..... { Jordan.
Florence . .. {Pl(i:;i(;’;] &
Frankfort §/M. {G"giﬁ’ Koch &
M. A. de¢ Roth-
Do. .....

° { schild & Sons.
Gand ........ Bank of Flanders.
Génes ....... Gibbs & Co.
Geneve . ... {Logl;;rcd, Odier
Gibraltar . . ... Archbold & Cie.
Gottingen . ... L. & P. Benfey.
Grafenburg . {Ar::lt:sm & Es-
Hague ....... Scheurleer & Fils.
Hambourg . . . . S. Heine.
Hanovre .. ... L. & A. H.Cohen.
Havre ....... — Dubois & Cie.

Do. ....... Etienne Troteux.
Heidelberg . . . . C. A. Fries.
Inspruck ..... Louis J. Mayer.

Inteilachen. . .

Jerusalem . ... W. T. Young.

. Isidor Jackowski.
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Villes. Correspondans.
Kissingen, MM. Fréres Bolzano.
Konigsberg . . . C. L. Andersch,

Lausanne . . . .. Chas. Bugnion.
Leipsig ...... M. Kaskel.

Do. ....... Frége & Cie.

M. J. Vercour &
Licge. .. ... { Cie.

Lille ........ Rouzé Mathon.
Linz {J . M. Scheiben-

""" pogen Eidam.,
Lisbonne . . ... 1L. G. Scholtz.
Livourne . . ... ‘W.Macbean&Cie.
Lubee . ...... Freres Muller.
Lucerne. .. ... R, Knoerr & Fils.
Lucques .. ... F, Petri

. Plowden &

Do. Bains de { Fronch.
Lyons ....... Ve.Guerin & Fils.
Madeira . . {Murdock, Short-

o ridge & Cie.
Madrid . ..... H. O. Shea & Cie.
Malaga ...... John Giro.
Malta ....... Jas. Bell & Cie.
Manheim . . . .. J. G. Reinhardt.

Maricnbad . . .. Bernard Gottl.
N .
Marseilles . . {Salavy, Pere, Fils

& Cie.
Mayence .. ... Fred. Korn.
Memel . ......
Messina. . .. .. Cailler & Cie.
Metz ........

. Carli di Tommaso
Milan ..... { & Cie.
Montpellier . . . F. Durand & Fils.
Moscow . .. ... J. L. Burckhurdt.
Munich ...... A. E. D’Eichthal.
Nancy . ...... Elie Baille.
Nantes ...... P. Ciret & Cie.
Naples. ...... 'W.J.Turner& Co.

Do {C. M. de Roth-

e schild & Sons.

Neufchatel . . . . F. Henri Nicolas.
New York . . ... J.G.King & Sons.

cc?
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Villes. Correspondans.
Nice . ... MM. E. Carlone & Cie.
Nismes . .. {Vinccns Devillas

& Cie.
Nuremberg. . . . Leonard Kalb.
Odessa....... E. Mahs & Cie.
Oporto ...... Burmester & Co.

X Daquét ainé &
Orleans . ... { Cie.

Ostend ...... F. A. Belleroche.
Palermo...... G. Wood & Cie.
Paris ........ Callaghan & Fils.
Paris {De Rothschild
""" Freéres.
Parma....... L. Laurent.
Pau......... Merillon ainé.
Perpignan . . .. F. Durand.
Pesth........ C. J. Malvieux.
Pisa ........ F. Peverada.
Prague {C. A Feidler &
e Fils.
Amstein &
Presbourg . . { Eskeles.
Rastadt . .. ... F. 8. Meyer.
Ratisbonne. . . . G. W. Henle.
Rennes ...... C. Le Ray.
. Ruinart, Pére &
Rheims . ... { Fils.
Riga ........
Rome ....... Torlonia & Cie.
Plowden, Cholme-

Do. ..... { ley & Co.
Rouen ....... J. Faucon.
Rotterdam . . {D' & C. Blanken-

heym.
Salzbourg. . . .. — Spath, jne.

Schaffhouse . . . Frey & Fils.
Schwalbach . .. M. Berle.

A PRACTICAL TREATISE

Villes. Correopandqm.
. MM.Cahill, White
Seville .... { & Cio.
Smyrna ...... Lee & Fils.
St. Gall . .....J.J. Mayer Fils.
St. Malo ..... P. Fontan.
St. Omer ... .. A. Calflicri.
Cayley, Moberl
St.Pelershurg . { g,; gie. J
Spa ... J. ¥, Hayémal.
Stockholm . . {Tottie & Arfwed-
son.
Les Fils de G. H.
Stuttgard . . . { Keller.
Renouard de
Strashourg . . { Bussivre.
Tarbes....... Villencuve & Cie.
Toplitz ...... Emanuel Mayer.
Toulon.......
Toulouse . . . .. J. Cassaing & Co.
Tours ....... Gouin Freres.
Treves....... Reverchon & Cie.
Trieste ...... J. Collioud..
Turin ....... Nigra Freres.
Valenciennes . . G. Serret & Cie.
Venice....... Schielin Freres.
Verona ...... J. Smania.
Vevey ....... P. Genton & Cic.
Vienne {Amstein &
: Eskeles.
Utrecht . ... .. Vlaer & Kol.
Warsaw . . .. .. S. A. Fraenkel.
Weimar . .. ... J. Elkan.

Wiesbaden . . . . M. Berle.
Wurzbourg . . . G. Ochninger.

. Gaspard Schult-
Zurich ... ... { héss & Co.



ON BANKING. 389

XVIIL.—A Table, showing the Relative Value of Gold in London
(at the Miyt Price of 8l. 17s. 104d. per Ounce Standard), and
in the Cities of

PARIS. HAMBURGH. AMSTERDAM.
Premium, Cents,  Per :.l::: :F.f: Sch,  Per || Premium, Per
Fer mille. Fes, Cts. | Inthe £ cent. || Mares, ~ Mcs, Sch.| In the £ cent. || Percent. Flor. Cts. | Cents.  cent.
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MgeTHOD 0F Use.—(For example, take Paris.) - Ascertain the premium on gold at Paris—say
9 per mille; in the left-hand column, against 9, will be found the rate of exchange per pound
sterling produced francs 25:37}. From that rate, deduct the exchange on London at short—say
francs 25°274, leaving a remainder of 9§ centimes per pound sterling. Tn the second column, it
will be found that 93 centimes in the pound sterling arc equal to 39 per cent.; consequently,
gold Is *39 rer cent. dearer in Paris than in London.

Nore.—If the rate of exchange produced by gold in Paris be lower than the exehange at short
on London, gold will be dearer in goudon than in Paris,
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XIX.—A Table of English Money* reduced into

PRUSSIAN FRANKFORT DUTCH i FRENCH
COIN. COIN. COIN. COIN.
At 6th. 20 sg. 11 gul. 54 kr. 12 guild. 25 fr. 10 cts.
£ | o | d. || Tha. | Sg. | Pf. || Gul. | Kr. | Ha Gld. | Cls. : Fr. | Cls.
U IR I | IRUUR IR I UV I8 | IR L1050 L 10
SO VS 7| A A N - T A I L. l100 ...]20
el B4 260 L9 L1 8l
PO PR S B | RPN (s T VN 17 .. 30, .| 62
1/... | 10 ) ... | 60 | 1125
el Steo 1|1 112 ] 251
. 3. 1]... 1|47 180 i 3176
U 3 17100 .. 2122 2|40 5102
51. 1120 2158 31 ... 6|27
... 1107}. 3110 5|57 6 |... 12 |55
157 51 ... 8155 9 18 | 82
1.4 6|20 11| 54 112 25 1 10
20... ... 13|10 23 | 48 et 50 | 20
31...1... 2 ... 35142 ... 36 75 1 30
4. 0.0 26120 47 136 .0 48 100 | 40
5. ). 33110 59 1301 ... | 60 125 | 50
6. 40].. 7L 2k] | 72 150 | 60
71...0...]] 46120 831181 ...1] 84 175 1 70
$|...1...1| 53|10, 95 | 12 96 200 | 80
9f...[...]] 601... 107 | 06 108 225 | 90
10 {...]...]! 66120 119 | ... 120 251 | ...
2 {...]...1 133110 238 240 502
30 ] ... 1.1 2001 ... 357 360 753
40 | ... |... [ 266 | 20 476 480 1004
50 |...1...11333 110 595 600 1255
60 |...]...| 400 | ... 714 720 1506
70 |...{... | 466 [ 20 833 810 1757
80 |...{...|| 533 | 10 952 960 2008

Prussian Coin.—7Thaler, Silbergrossch, and Pfenning.

1 thaler = 30 silbgr.

FrankrorT.—Gulders, Kreutzers, and Hellers.

1 gulder = 60 kreutz.

Durci.—Guilders and Cents.
1 guild. = 100 cents.

BerciuM aNp France.—~Francs and Centimes.
1 franc = 100 centimes.

1 silb, ==12 pfeunings.

1 kreutz. =4 hell.

# For an account of the Silver and Gold Coins of different Countries,
and their Sterling Value, sec thé New London Mercantile Directory,

for 1849,
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Value at whick the following Coins ure generally current.
PRUSSIA, F::::;f' .| HorrAwp. BE:::,UM
FRANCE.
Th | Sg. || Gul.| Kr. | Guil.| Cent.|| Fr. |Cent,
Sovereign. . ...... .. G2 || 11150 12| .. 0|2 1|...
Euglish Shilling ... .. 10 135 L B8] 120
Dutch 10-guilder-picce. | 5| 20 || 9| 54| 10 | ... || 21| 16
Ducat ............ 3 4 51 30 560 || 11| 60
Guilder ........... U I VAN | IR I 1] .. 211
Fred. d'Or . ........ 5120 9| 44 91801 21 ..
Prussian Thaler. ... .. 1 .. 1|45 1|70 3170
French Crown Thaler. . 1|16 Q0440 o]
Braband ditto . ... 1] 16 2| 42 2|65
Convention ditto . ... || 1|10 2021 ... | ..
Picee of 20 Kreutzers . || ... 6 ... 240 ... . ...
20-franc Piece ...... 51 12 9130 09| 54 || 20
5-frane ditto ... ... 1110 21210 2135 5
I{ranc ditto ...... 8| ... 28 .. 1|48 1
i

The above table has been circulated by the General
Steam Navigation Company. On this subject I would
refer to Mr. Waterston’s “ Manual of Commerce : being a
Compendium of Mercantile Tables, British and Foreign
Monics, Weights, and Measures, and the Theory and
Practice of Exchange.” (Simpkin, Marshall & Co.) We
think also this is a proper place to introduce the following
account of the origin of English Coins :—

« Pounp.—Though a pound is onc of the most common denominations
for money, it never was a real coin, cither in gold or silver, in any age
or country, Such large and ponderous coins would have been in many
respects inconvenient. But for many ages, both in Britain and in other
countries, that number of small coins which was denominated a pound
in computation, or a pound in sale, really contained a pound of silver,
and they might have been and frequently were weighed, as well as
numbered, to ascertain their value. If the number of coins that were
denominated a pound in sale, did not actually make a pound in weight,
an additional number of coins werc thrown in to make up the weight.

“ MoNEY was coined in the Temple of Juno Monefz, whence our

English word monay.
« CorN.—Coin (cuna, pecunia) scems to come from the French coign,
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i.e. angulus, ‘a corner;” whence it has been held that the ancientest sort
of coin was square with corners, and not round as it now is.

¢ Casm.—Cask in a commercial style signifies the ready money which
a merchant or other person has at his present disposal, and is so called
from the French term caisse, i.c. ‘chest or coffer,’ for the keeping of
nioney.

“ GuiNea.—This coin took its denomination Guinew, because the gold
whereof the first was struck was brought from that part of Africa so
called ; for which reason, it likewise formerly bore the impression of an
elephant.

“ The yalue or rate of the guinca has varied. It was first struck on
the footing of 20s.; but, by the scarcity of gold, was afterwards ad-
vanced to 21s. 6., and again sunk to 21s.

“ ANGEL.—The angel, called in the French angelot, was a gold coin,
value 10s., struck in England, where some few are still to be scen in the
cabinets of the curious. It had its name from the figure of an angel
represented on it ; which figure was adopted, according to Rapin and
others, to commemorate a pun of Pope Gregory the Great, which seems
to have greatly flattered the vanity of the nation. Struck with the fair
complexions and blooming countenances of some Anglo-Suxon captives
who had been brought to Rome, he inquired of what nation they were,
and what they were called, and being answercd Augles—* Justly be they
so called,” quoth he, “for they have angel-like faces, and scem mect to be
made co-heirs with the angels in heaven.’

“ SuruLine.—The etymology of the word seylling would lead us to
suppose it to have been a certain quantity of uncoined silver; for whether
we derive it from peylan, ‘to divide,” or peeale, ¢ a scale,” the idea pre-
sented to us by either word is the same; that is, so much silver cut off,
as in China, and weighing so much.

“ There were none coined till 1504. Fabian mentions them under
their proper names, 34 Henry the Eighth.

“ A TesTER.—Tester is derived from the French word Zéte, ¢ a head 3
a piece of money stamped with a head, which in old French was called
“ un testion, and which was about the value of an old English sixpence.
‘ Tester’ is used by Shakspeare.

“ Tester, sixpence, from feston, French, an old silver coin, formerly
worth 124., sinking by degrees to gilt brass, and sixpence.

“ GROAT.—Other nations, as the Dutch, Polanders, Saxons, Bohe-
mians, French, &c. have likewise the groats, groots, groches, gros, &c.
In the Saxon times no silver coin bigger than a penny was struck in
England, nor after the Conquest until Edward the Third, who, about the
year 1351, coined grosses, i. e. groats, or great pieces, which went for 4d.;
and so the matter stood till the reign of Ilenry the Eighth, who, in
1504, lirst coined shillings.
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“ Penwy, HaLrpeNyy, Fantaine.~—Camden derives the word * penny’
from the Latin pecunia, ¢ money.’

*“ The ancient English peuny, penig, or pening, was the first silver coin
struck in England; nay, and the only one current among our Saxon
ancestors ; as is agreed by Camden, Spelman, Dr. Hicks, &e.

“The penny was cqual in weight to our three-pence; five of them
wade one shilling, or scilling, Saxon; thirty, a mark, or mancuse, equal
to our 7s. 6d.

“ Until the time of King Edward the First, the penny was struck
with a cross so deeply indented in it, that it might be easily broke, and
parted, on occasion, into two parts, thence called dalf-pennies; or into
four, thenee called fourthings, or furthings. Bub that prince toined it
without indenfure ; in lien of which, he first struck round halfpence and
farthings.

“ e also reduced the weight of a penny to a standard ; ordering that
it should weigh thirty-two grains of wheat, taken out of the middle of
the car. This penny was called the penny sterling.” Twenty of these
pence were to weigh an ounce; whenee the pemmy became a weight, as
well as a coin. '

“The peuny sterling is now usced lcss as a coin, and subsists chicfly
as a money of account, containing the 12th part of a shilling, or the
240th part of a pound.”*

XX.—Form of Bond of the Guarantee Society.

Public Companies Form. AGREEMENT, }
£ . No.

GUARANTEE SOCIETY.

ARTICLES OF AGREEMENT made and entered into the — day of
in the year of our Lord one thousund cight hundred and .
between the three Direclors of the Guarantee Society, whose names are
hereunto subscribed, on the part and behalf of the said Sociely of the first
part, and of the second pard.
Whereas the said parties hereto of the sccond part have Preamble.

applied to the said Guarantee Society for a guarantce to the

extent of pounds, agaiust any loss to be

sustained by the said by or through any

fraud or dishonesty of of -

while employed by the said — _ in the capacity

of . And the said society have agreed to

euter into such Guarantee accordingly, on the terms and sub-

ject to the provisions and conditions herein contained and

# I'rom Notes of a Bookworm.
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Considera-  hereunder written. Now these presents witness, that in con-

. thon. sideration of the premises, and of thesumof . paid
on behalf of thesaid —___ as a premium for such
guarantee from the day of until the day

of _____, one thousand eight hundred and forty
both inclusive, being one year and part of another year: It is
Guarantee. hereby agreed and declarcd, that from the said —— day of
to the last day of and thence for one year, videlicet to
the last day of ——, one thousand eight hundred and forty—
inclusive, and for every successive term of twelve calendar
months for and in respect of which the premium of _
* shall be paid to the said society, and the said society shall
agree to accept the same (such payment to be made on the
last day of _______in each year, or within fifteen days
thereafter, at the office of the Guarantce Society) during the
service of thesaid —__ in the capacity aforesaid,
the funds and property of the said society shall, on the terms
and subject to the provisions and conditions herein contained
and hereunder written, which arc to be taken as part of this
agreement, and subject also to the provisions of the deed of
scttlement of the said society, be liable to pay and satisfy unto
thesaid — at the expiration of three calendar
months after satisfactory proofs and full particulars of the loss,
and of the nature and extent thereof (verificd, if the said
society shall so rcquire, by declaration under the statute of
5 & 6 Wm. IV. c. 62) shall have been received at the office of
the said society. All such loss not exceeding
pounds (provided such loss shall have happened within eighteen
calendar months next preceding the reccipt of such proofs and
particulars) as the said —__ may sustain from
any fraud or dishonesty of the said _________ to be
committed after the said day of and during
his uninterrupted continuance in the said service in the capa-
Noticeof  city aforesaid. Provided always that the said
L o ein shall within ten days after the discovery of any matter in
tendays.  regpect of which any claim may be intended to be made, give
notice, in writing, at the office of the Guarantce Society, of
such intended claim, and, as far as the case will admit, of all
the particulars thereof ; and from and after such discovery, the
Security  guarantee herein contained shall, as to loss by any act of
o it emds frand or dishonesty subsequent to such discovery, be at an

be the funds

g;‘fhg;*;ggg end: Provided also, fand ﬂf is hereby asreed, t.hut‘the t:ur.xds
afterdis-  and property of the said society for the time being remaining

prior claims. undisposed of, and inapplicable to prior claims and demands,




ON BANKING. 396

according to the provisions of the said deed of settlement,.

shall alone be subject to any claim in respeet hereof, and that

neither any dircctor cxccuting these prescnts, nor any pro-

prictor or holder of sharcs in the capital of the said society,

shall be individually liable in respect of any such claim, or

under this agreement, beyond so much of the amount of the

shares then held by him or her in the said capital, and not

subject to prior claims and demands, as shall not for the time

being bave been paid up. Provided also, and it is hereby gociety to
agreed and declared, that thesaid _____ shall, in :‘o“;emps‘;‘c”:t’&
case of making any such claim in writing as aforesaid, forth-

with, upon being required by the said society, when lawful,

arrest the said for any offence or offences

that he may have committed, in respect of which such claim

shall have arisen, and personally appear upon any examination

or examinations of the said —__ and at his

trial; and in that case the said society shall be at liberty, at

their own costs and charges, to carry on any prosecution or
prosecutions for such offence or offences, and to commence

and carry on, in such namc or names as they may be advised,

and for their own benefit, any actions, suits, or other proceed-

ings against the said — for the recovery of

any monies or chattels lost by his fraud or dishonesty, or for meyiey”
damages in respect thereof, being hereby ‘f‘:;g“l‘"o‘r% "

indemnified agaiust all costs, charges, damages, and expenses honesty to be

in respecet of such prosccutions or other proceedings. And it nereon, and
_is further agreed and declared, that when any such loss shall these Fiven
have been satisficd by or on behalf of the said socicly, an jB i e
indorsement in satisfaction of all claims shall bhe made hereon,

and signed by the person or persons to whom the amount of

such loss shall be paid or satisfied, and thercupon these pre-

sents shall be given up to and for the benefit of the said

socicty, to be of no further force or effect against them. In

witness whercof, the said parties hereto have hercunto sub-

scribed their names the day and ycar first above wrilten.

Witness to the signatures of (.. __
the three directors.

Witness to the signatures of ( __ .
above named
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CONDITIONS OF ASSURANCE.

In the event of any loss for which the society shall be liable, such loss
shall be borne by the society, rateably ouly, and in common with any
other person or persons who have already, or shall hereafter during the
continuance of this guarantee, become security for the said
in the service or employment above mentioned, according to the amount
for which each shall be guarantee.

The above agreement is subject to the condition that the answers
which have been given and signed by the said _______ and by
the said — to the questions lettered from 4 to I, both
inclusive, submitted by the socicty, and contained in a paper called
“ Form of Proposal for Guarantee,” and dated _______ are in
all respects true and correct, otherwise the said agreement to be void.

That no premium shall be returned under any circumstances after the
signing of the above agreement.

Exanined and registered U

XXT1.—Provident Clerks’ Benevolent Fund.

RULES AND REGULATIONS.

1. 7itle—That this branch of the association be called “ The Provident
Clerks’ Benevolent Fund,” in connexion with “The Provident Clerks’
Mutual Benefit Association.”

2. Object.—That the object of this branch of the association is to pro-
vide funds, by donations, subscriptions, bequests, or otherwise, for the
purpose of granting temporary or permancat relicf to distresscd clerks,
who are or have been members, their widows and familics.

3. Members—That the following persons shall be members of this
branch of the association, and be entitled to vote at all gencral meetings
of this branch of the association, viz.—

First—Members of the Benefit Department who were admitted as
clerks on joining the association.

Second—Clerks employed in any public or private establishment within
Great Britain, who subscribe to this fund not less than one guinea annu-
ally, or have given a donation of not less than ten guineas.

4. Honorary Members or Subscribers—That persons (not being clerks)
may become honorary members, by a donation of not less than ten
guineas, or an annual subseription of not less than one guinea, and be
entitled to vote at elections for annuitants in proportion to the amount
of their donations or subscriptions, according to Rule No. 21.

5. Management.—That this branch of the association shall be con-
ducted by the same board of management as the benefit department.

6. Treasurer.—That John Abel Smith, Esq. M.P. is the trcasurer,
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and, by virtue of his office, is also a member of the board of management.
In the event of death or resignation, the office of treasurer to be filled up
by the board. '

7. Trustees.~That there shall not be less than four trustees, and the
funds of this association shall be invested in the names of two or more
of the trustees for the time being. The present trustees arc—

Thomas Baring, Esq.

Thomson Hankey, jun. Ysq.

William George Prescott, Esq.

Baron Lionel de Rothschild, M.P.
And in case of death or resignation, vacancies to be filled up by the board,
subject to the approval of the surviving trustees; the said trustees, by
virtue of their office, to be members of the board of management.

8. duditors—That the following gentlemen be the auditors of this
branch of the association, viz.—

John Beadnell, Esq.

James William Gilbart, Esq. F.R.S.

Sir John Pirie, Bart. Ald.

George Pollard, Esq.

William Swmee, Esq.
any two being competent to act, who shall audit the annual accounts, to
be laid beforc the members at the annual gencral meeting. Vacancies to
be filled up by the board.

9. Officers.—That the board may appoint such officers to this branch
of the association as may be dcemed necessary, with power to remove
them and to appoint others, and to fix the amount of their respective
salaries or remuncration : the officers to give such security as the board
shall require.

10. Eurpenses.—That all expenses shall be cquitably divided between
the benefit department of this hranch of the association ; and the propor-
tion to be borne by cach shall be settled by the board, previously to
muking up the annual account.

11. Special Meeting of the Board of Management.—That a special
meeting of the board may be convened on any emergency by a requisition
to the chairman, signcd by five members thercof ; the requisition to state
the object of such special mecting ; and the chairman shall call such meet-
ing within one week of receiving the requisition.

12. Annual General Meeting~—That an annual general meeting of the
members of this branch of the association be held in February in each
year, on such day as the board may appoint, when the annual report of
the state of the funds, together with the account of the receipts and
expenditure of the past year, shall be laid before the meeting. In case
of any questions being submitted to the decision of such meeting, the
same to be decided by a majority of votes.
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13. Special Meeting of Members.—That a special meeting of members
may be convened by a requisition to the chairman, signed by thirty
members at the least ; the requisition to state the object of such special
meeting ; and the chalrman shall call such meeting within one month of
receiving the requisition.

14. Permanent Fund.—That the sum of 10,000/ 3 per cent. stock,
now invested, or its equivalent, shall constitute the permanent fund of
this branch of the association, and shall on no account be reduced below
that amount,

That the board may apply the interest of the invested fund, togcther
with such proportion of the annual subscriptions as they may decm fit
(after payment of the expenses), to the objects of the association.

That the further increase of the permanent fund shall be at the discre-
tion of the board, except that the amount of all bequests, together with
the proportion of the profits to be received from the henefit department
every five years, shall be always added to the invested capital.

15. Casualty Fund.—That the board be empowered to apportion such
part of the available income of this branch of the association as may be
deemed expedient, as a casualty fund, from which to grant temporary
relief as hercafter mentioned.

16. Religf—That no member, his widow, or family, be eligible for
permanent relief, until he has belonged to the association for three ycars,
unless by the sanction of the annual general meeting.

17. Zemporary Religf—That temporary relicf may be granted trom
the casualty fund to distressed clerks, who are or have been members,
their widows, or familics—regard being had in all cascs to the number
in family, and the length of time the party may have been a member of
the association—as follows : ,

First—By loans, on the security of two responsible persons, or other
sufficient security, of sums not exceeding 10/. at one time, without in-
terest, or of sums above 10/. and not exceeding 25/. with interest, to he
repaid by quarterly instalments, within two years.

Secondly—By gratuities of sums, not exceeding 10Z. at one time, in
cases of long and expensive illness, or other serious calamity, together
with medical assistance, at the discretion of the board.

Thirdly—By weekly allowances of sums not cxceeding at the rate of
20 guineas per annum, nor for a longer period at any one time than six
months,

Fourthly—By weekly allowances to orphan children of deceased mem-
bers, under fourteen years of age (both parents being dead), the amount
to be fixed by the board according to the emergency of the case, but in
no instance to exceed 20 guineas to one family; and such allowanoe, or a
proportion of it, to cease as the children respectively attain the age of

fourtecn -years.
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That should sny member of the benefit department, who was a clerk
at the time of his entrance, and has regularly paid his premium for five
years at the least, be unable, from distress or otherwise, to continuc his
payments, the board may have the power, in their discretion, to continue
the payments of his premiums from the casualty fund, by way of loan to
such members, upon such security as the board may deem fit ; the policy
being deposited with the association, and any bonus declared upon such
policy being first applied to the repayment of the loan.

18. Permanent Reli¢f.—That permanent relicf be granted by way of
annuity, to distressed clerks, who are or have heen membecrs of this
branch of the association, and who from old age, blindness, or other in-
firmities, are rendered incapable of obtaining their living.

That the annuitants shall be clected by ballot, as appointed by the
subsequent rules, and the annuities he on the following scale, viz.—

If been a member 3 to 10 years ......... £25 per annum.
" ' 10 to 20 years ......... 30 »
' » 20 years and upwards. 35 '

That annuities be granted to widows of members who are incapable of
obtaining their living, on the following scale, viz.—

If husband been a member 3 to 10 years ......... £15 per annum.
» » 10 to 20 years ........ . 20 »
. . 20 years and upwards. 25 ”

but such annuitics to cease, should such widow marry again,

That all annuities be paid quarterly. R

That the board have power to increase or decrease, proportionately,
the above scales of annuities, according to the amount of funds at their
disposal, and such increase or diminution to apply cqually to all annuities
alrcady granted.

That should it come to the knowledge of the board that any annuitant
has been clected by fraud, or has assigned his or her annuity, or, finally,
that his or her means of living has improved, so as not to require the
aid of the association, the board shall have the power to suspend the
payment of such annuity, or to reduce the same as they may consider fit.

19. Applications for Relief —That applications for either temporary or
permanent relief, he made according to such forms as the board may
require; and every applicant must be recommended by two respectable
parties, who are acquainted with the case ; that applicauts for annuitics
must send in their testimonials and other documents at least two months
previous to the election ; and any wilful misrepresentation will invalidate
the election of such annuitant.

That the board shall take into its consideration the cases of the various
applicants, and, where practicable, make personal inquiries into the truth
of their statements, and select such as, in their judgment, are eligible to
be balloted for, as well as those deserving of casual relief.
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20. Elections.—That the election of annuitants shall take place once
a year, or oftener, at the discretion of the board, and at such times as
they may appoint. '

That notice shall be given by public advertisement or otherwise, of the
number of annuitants to be elected ; and balloting papers be issued for
that purpose, with a list of the candidates.

21. Voting.—That all members, defincd by the first scction of the
third rule, whose premiums are duly paid, shall be entitled to one vote
for each annuitant to be elected; and that all members or subscribers
who have given a donation of ten guineas, or a subscription of one
guinea, to this branch, (payable annually or half-yearly,) be entitled to
one vote for each annuitant to be clected, and an additional vote for
every additional donation of ten guineas, or annual subscription of oue
guinea. That all subscriptions in arrears must be paid up before the
party be entitled to vote.

That clerks, being members of the Benefit Department, as well as sub-
scribers or donors to the Benevolent Fund, be entitled to vote in respect
of hoth qualifications.

That members and subscribers may give all their votes to any onc
candidate, or divide them as they pleasc, according to the number to be
elected ; they may vote by proxy, the polling paper being first signed
by them.

That in the event of an equality of votes for any two candidates, the
chairman to give the casting vote ; and should any dispute arise as to the
election of any candidale, a scrutiny may be demanded on bebalf of such
candidate, provided a requisition, signed by six members or subscribers
at the least, be addressed to the chairman, demanding such serutiny, and
agreeing to pay the expenses of the same.

99. Aiteration of Rules—That none of the foregoing rules be altered,
amended, or repealed, unless at a special meeting of the board of manage-
ment, convened for that purpose, who, being so asscmbled, shall have
power to alter, amend, or repcal any of the rules, and substitute new
ones in lieu thereof; but such alterations, amendment, or repeal of rules,
or substitution of new ones, shall not take effect unless they have received
the sanction of the annual general meeting, or of a special general meet-
ing, convened for the purpose. '

93. Situation Book.—That a book shall be kept, to be called ¢ The Situa-
tion Book,” in which the members who are out of employment may
enter their names, particulars of their former employment, and the nature
of that which they are now seeking. This book to be open for the gra-
tuitous inspection of merchants, bankers, and others requiring clerks.

94. Form of Bequest.— I give and bequeath unto the treasurer, for the
time being, of the ¢ Provident Clerks’ Mutual Benefit Association,’ in
trust for the purposes of the Benevolent Fund of that Association, the
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sum of £ - to be paid within . months next after my
decease, out of such part of my personal estate as may lawfully be
bequeathed and appropriated to charitable purposes.

XXII. — 8t. Clement Danes Savings’ Bank Government
Annuity Institution.
Office, 18, Serle’s Place, two doors from Carey Street, Lincoln’s Inn, London.

The following is the Government Table, and shows the sum required
to be paid for an Tmmediate Annuity of Twenty Pounds, and in propor-
tion for any sum not less than 4/. nor exceeding 30/. per annum :—

AGE. £ s d AGE. I £

A §.
If 15 and under 16 | 377 15 If 48 and under 49 | 271 0
16 " 17 | 374 4 49 ' 50 | 265 1
17 . 18 | 370 16 50 ' 511289 0
18 " 19 1 367 14 51 " 52 | 252 18 1
19 ’ 20 | 364 19 1 59 ) 53 1 247 1
90 21| 362 12 58 . Bt|241 51
21 . 22 | 360 I« 54 ' 55 | 235 12
22 . 23| 359 0 55 . 56 | 230 1
23 . 24 | 357 12 56 " 57 | 224 11
24 . 25 | 356 4 57 ' 58 1 219 3

25 »” 26 | 351 15 58 ’ 59 | 213 15
26 » 27 | 358 3 59 » 60 | 208 6
27 » 28 | 351 1 60 " 61 | 202 14
28 » 20 | 348 17 61 » 62 | 196 17
29 » 30 | 346 9 62 » 63 | 190 14 1

o o}

30 " 31 | 343 18
31 » 32 | 341 5
32 » 331338 9
33 » 34| 335 9
34 2 35 | 332 6
35 » 36 | 328 19
36 » 37 | 325 9
37 » 38 | 321 17
38 » 39 | 318 2
39 » 40 | 314 6 72 ” 73 | 131
40 s 41 | 310 7 73 » 74 1 125
41 » 42 1 306 510 74 » 75 | 120

—

|63 . 64| 184
Lo64 o, 65178
65 .. 66171
66, 67| 165
67 ., 68159
68 . 69153
60, 70| 147
70, 71142
71, 72136

y—
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L ]
XXTII.—Comparative View of the Expectation of Life
according to the different Tables of Mortality.

Government Annuitants.
Age. |Northampton.| Carlisle.

Male. Female.
0 25.18 38.72 50.16 - 5551
1 32.74 44.68 5013 |, 5559 !
5 140.84 51.25 48.93 54.23
10 39.78 48.82 45.57 51.05 |
15 36.51 45.00 41.76 4719 |
20 33.43 41.46 38.39 43.99 |
25 30.85 37.86 35.90 4081 |
30 28.27 34.34 33.17 37.57
31 27.76 33.68 32.59 36.91
32 27.24 33.03 32.00 36.26
33 26.72 32.36 31.40 35.61
34 26.20 31.68 30.79 34.96
35 25.68 31.00 30.17 34.31
36 25.16 30.32 29.54 33.68
37 24.64 29.64 28.91 33.04
38 24.12 28.96 28.28 32.40
39 23.60 28.28 27.65 31.76
40 23.08 27.61 27.02 31.12
4] 22.56 26.97 26.39 30.46
42 22.04 26.34 25.74 29.81
43 21.54 25.71 25.08 29.14
44 21.03 25.09 24.42 28.48
45 20.52 24.46 23.75 27.81-
50 17.99 21.11 20.30 24.35
55 15.58 17.58 17.15 20.79
60 13.21 14.34 14.39 17.32
65 | 1088 11.79 11.63 14.00
70 ! 8.60 9.18 9.22 10.99
75 6.54 7.01 7.12 8.46
80 4.75 5.51 4.94 6.50
85 3.37 4.12 3.12 4.84
90 2.41 3.28 1.95 2.83
95 0.75 3.53 1.18 1.55
100 2.28 0.50
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