PRACTICAL TREATISE

oN

BANKING.

BY THE LATE

JAMES WILLIAM GILBART, F.R.S,

ONE OF THE DIRECTORS OP THE LONDON AND WESTMINSTER BANK, AND FORMEELY
GENERAL MANAGER

“The best banking system may be defeated by impeifsct management and, on the other
hand, the evils of an 1mpe: fect bankng system may be greatly muitigated, 1 not overcome, by
prudence, cauton, and resolution "—Report of the Commttee of the House of Lords on the
Causes of Commercial Distress, 1848

IN TWO VOLUMES, *
VOL. 1.

LONDON.
BELL & PALDY, 186, FLEET STREET,
AND 6, YORK STREET, OOVENT GAEDEN.
1865.



NOTICE.

Tur executors of the late Mr Ghlbart, m placing before the public & repunt
of s works, deem 1t 11ght to state, that no alteiations have been made mn the
orgmal text, beyond the correction of dates, and the omission of some obsolete
matter, but that the works a1 1ssued m accordance with the provisions of his
will, and 1emein as they were left by the Author The Piactical Treatise on
Banking now published forms the fiist two volumes



[ORIGINAL DEDICATION ]

TO

THE RIGHT HONOURABLE

LORD MONTEAGLE, F.R.S,

COMPTROLLER-GENERAL OF HER MAJESTY'S EXCHEQUER,
ETC. EIC. EIC.,

WHO, AS
A DIRECTOR OF THE PROVINCIAL BANK OF IRELAND,
as

CHANCELLOR OF THE EXCHEQUER,

AND AS

FRAMER OF THE REPORT OF THE COMMITTEE OF THE HOUSE OF LORDS
APPOINTED TO INQUIRE INTO
THD CAUSES OF THE COMMERCIAL DISTRESS OF 1847,

DISPLAYED A PROFOUND KNOWLEDGE OF THE PRINCIPLES

or

Bracticnl Banking,
THIS WORK

18, WITH PERMISSION, MOST RESPECTFULLY DEDICATED

BY

THE AUTHOR.

A2






PREFACE.

—r—

THE present work professes to treat of banking as an art. Art
1s the application of knowledge to a practical end.* The
practical end of banking, as of all other trades and professions,
18 to get money. This book treats of the means by which that
end is obtained—pomts out the rules to be followed, and the
errors to be avoided—shows how these rules are applied by
various banking institutions, and m different districts of the
United Kingdom—exhibits the qualifications necessary to the
party by whom these rules are admimstered—and describes
those moral virtues which are as indispensable as professional
knowledge to the attainment of success.

It may be supposed, that in discussing the “effects of the
Act of 1844,” and “the Laws of the Currency,” I have
wandered beyond the limits of practical banking. But these
matters are viewed only in thew practical results. The
principles of bankmg are deductions from facts. The science
of banking is a collection of these principles. It 1s of import-
ance 1o have a correct notion of the nature of this science. In
the physical sciences, as in chemistry and electricity, we often
discover a principle, and then apply 1t to a practical end. But
m 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

* Sir John Herschel
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of banking, and the actual results of legislative enactments,
furnish the materials which enable 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 meludes those public men who have occasion
to write or to speak upon our banking institutions. States-
men, authors, and reviewers, however correct may be their
knowledge of banking as a science, often fall mto mistakes
when they attempt to describe its practical operations. Al-
though 1t must be admitted that the principles of bankmg
may be well understood without any acquaintance with
details, yet it is equally true that if a public man have
acquired a competent degree of practical information, his
opions will cary greater weight, and he will be less liable
to fall into erroneous conclusions. They, especially, who are
desirous of altermg the constitution of our banking establish-
ments, should be anxious not to weaken the force of their
recommendations by making misstatements as to matters of
fact. The public have a right to expect that they who
attempt to improve a system should be well acquamted 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 appownted chiefly on account of therr high
character and local influence, may derve from this work some
practical mformation, which will assist them in the discharge
of their official duties. Young men too, who occupy subor-
dinate stations m our hanking estabhshments, may here
acquire those enlarged views that will qualify them for higher
appomtments  One object of the work is to aid the formation
of good practical bankers. Even to experenced bankers,
books on bankmg are useful, not only from the information
they mmpazt, but fiom the impressions they produce, and the
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recollections they 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 principles. And
the more frequently the right path is pointed out to us, the
less likely are we to wander into those which are forbidden.

The shareholders in jomt-stock banks are a class to whom
the subject must be of the deepest interest. 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 admimstra-
tion may be secured. Shareholders 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 thewr account so as to give satis-
faction to therr banker. And they will be able to judge how
far he may be disposed to grant them such assistance as they
may occasionally require. A large number of persons,
especially in London, have not yet discovered the advantage
of keeping a banker. They magine that banks are merely
places in which the opulent deposit thewr superfluous riches.
The perusal of this work will be sufficient to show that the
advantages of banking are not confined to the wealthy.

T do not know that I can promise much amusement, except
to those who find amusement in the pursuit of knowledge.
Bankmg is considered a dry subject So are all subjects until
they are understood. I thmk I may say, that neither in the
matter nor 1n 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



X Preface.

fourteenth sections. They may then consult their own taste
as to whether they will read any other portions of the work.
Should they do no more than this, they will obtain as much
Imowledge of practical bankimng as they will probably require
for the purposes of general society, even in the company of
bankers.

This book is designed to be useful to the public at large, by
circulating that kmd of mformation which, as it becomes more
widely diffused, will tend to prevent a recwrrence of those
evils that have in too many instances resulted from the bad
administration of some of our banking insgitutions. To give
useful information to the public has been the aim of this and
of all my other works.

J.W. G.



BIOGRAPHICAL NOTICE OF THE AUTHOR.

Jamms WiLrLiam “GirBart, though of Cornish descent, was
born in London, March 21, 1794, The name of Gilbart is
said to be peculiar to Cornwall ; Gulbert is common to several
other counties.

Inthe year 1813, when nineteen. years of age, he entered,
as junior clerk, a London bank, there remaining until the
panic of December, 1825, when that establishment, and
several others, were compelled to stop payment—the bank
in which Mr Ghalbart had been engaged, paymg all their
creditors in full with interest a few months afterwards,
though it did not resume busmess He was for several years
during this pertod a member of a debating society called the
¢ Athenian,” of which the Right Hon. M. T. Bames, Edward
Baines, Esq., M.P., Edwin Chadwick, Esq, C.B., Baron
Channell, and several gentlemen now at the Bar, were also
members He was subsequently a member of the “Union
Society "—a debating club formed in 1825, by Mr. John
Stuart Mill, and of which Lord Macaulay was a member.
About this time Mr. Gilbart assisted in the formation of the
City of London Laterary and Scientific Institution, the first
of the kind designed for the education of the middle classes,
and in furtherance of the views entertained by him becoming
a liberal contributor to the popular periodicals issued at a
price within the reach of all.

Consequent upon the stoppage of the bank alluded to,
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Mz, Gilbart accepted the place of cashier to a large firm in
Birmingham ; but the occupation being distasteful to him,
he resigned it.

In the begmning of 1827 he returned to London, and
published his first book on Bankimg—¢A Practical Treatise
on_Banking; contammg an Account of the London and
Country Banks, a view of the Joint-stock Banks of Scotland
and Ireland, with a Summary of the Bvidence delivered before
the Parliamentary Committees, relative to the Suppression of
Notes under Five Pounds in those Countries” A few months
after the publication of this woil, Mr. Galbart was appointed
Manager of the Provincial Bank of Ireland, and opened a
branch at Kilkenny.

In 1829 he was promoted to the managership of a larger
branch at Waterford.

As at Kilkenny, Mr. Galbart there published in the local
papers various articles on Banking, with the object of crrcu-
lating a cortect knowledge of the system introduced, and
associating himself with several gentlemen of influence, he
established the Waterford Laterary and Scientific Institution,
on the plan of the Institution in the City of London, already
referred to ; besides which he found time to give a series of
lectures on subjects so varied and extensive, that those who
knew how mdustriously and mdefatigably he apphed himself
to his daily duties, were at a loss to imagine how he could
find opportunities to acquire such knowledge. He delivered
ten lectures during the first session of the society. Of these,
five were upon “Ancient Commerce,” comprismg the com-
merce of Egypt, Greece, Rome, Tyre, and Carthage, and that of
the ancients with the Bast Indies. The subjects of the remamn-
ing five were, “The Philosophy of Language,” “The Means
of Preserving the Sight,” “The Agunculture of the West of
Bngland,” “Scientific Terms,” and “ The Commerce of Water-
ford” While he was thus engaged, his professional labours
were signally successful, and his reputation for prudence, m-
telligence, and ability becoming known in London, he received
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an invitation which induced him to leave Ireland, and settle
in the metropohs. It.was in 1833 that a Committee was
formed for the establishment of the fiist Joint-stock bank in
London. Almost the first consideration of the Committee was
to seek an efficient manager. Without having any personal
knowledge whatever of Mr Gilbart, and guided entirely by
us reputation 1n Ireland, in union probably with that derived
from s writings, they made him an offer to become their
manager. Having received another invitation from a smmilar
establishment then 1 the course of formation, Mr. Gilbart came
to London, and, after an iterview with both parties, engaged
with the London and Westminster Bank, on the 10th of
October, 1833—signing the first letters of allotment of shares
on the following day. Mr. Gilbart’s antecedents weie well
calculated to qualify him for this appointment. e had been
thirteen years i a London bank, by which he had acquired
a perfect knowledge of banking, bemg, moreover, favourably
known as an author on the subject; besides which he had for
six years and a half fulfilled the oneious duties of manager
in a Jomt-stock bank—a young establishment which had to
contend agamst popular ignorance and a chartered rival
—which two opponents, a new bank m London, founded
on smlar prmeiples, would probably have to encounter.
The London and Westminster Bank was opened March 10,
1834,

As the General Manager from the commencement of the
bank, Mr Galbart had to withstand the violent opposition of
mterested and mfluential bodies, which met its rise and
early progress. He had to conquer the apathy and distiust
of the public, and to contend against law proceedings, injunc-
tions, adverse bills . parhament, and other formidable dif-
ficulties.  All were successfully overcome, and at length
he had the satisfaction of seeing the bank 1o a remarkable
extent prosper. Year by year it increased in importance,
until 1t became one of the largest and rchest Joint-stock
banks m the kingdom. An excellently-written history of the
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undertaking was produced by Mr. Gilbart m 1847, which was
prited for private circulation.

About two years after the openmg of the bank, a spir of
general speculation arose which, became directed towards the
establishment of Joint-stock banks throughout the country.
It bemg thought that some of these new banks might appoint
the London and Westmmster Bank to be their agent, Mr
Gilbart assisted in the formation of several.

To secure the right to attend their meetings, he took shares,
and urged upon all the shareholders and directors the advan-
tage of connecting their business relations m London with
London Joint-stock banks, The London and Westminster
Bank thus obtained a large and valuable country connexion.

In this year the directors, under the advice of Mr. Gilbart,
opened several branches m London.

In June, 1837, Mr. Galbart was examined as a witness
before the Committee of the House of Commons upon Jomt-
stock banks.

This Committee was appointed “to inquire mto the opera-
tion of the Acts permitting the establishment of Jomt-stock
banks in England and Ireland, under certain restrictions,
and the expediency of making any amendment m the pro-
visions of those Acts.” The Committee had made a hostile
report in 1836, but this session they resolved only to report
evidence. In the course of the same year the Bank of
England obtained an mjunction agamst the London and
‘Westminster, prohibiting their accepting any hills drawn at
less than six months after date. It was supposed that this
decision would be fatal to the conmexion of the country
banks, but 1t was not so. When in Ireland, Mr. Galbart had
seen bills diawn by the Bank of Ireland upon the Bank of
England, « without acceptance,” and it occurred to him that
the country establishments might draw upon the London and
Westminster Bank 1n the same manner. With the sanction
of his directors, he visited all the country banks, and made
the suggestion. It was umversally adopted, and conse-
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quently the London and Westminster Bank lost none of its
CONNEXIONS,

ww%s ” was formed in the
latter part of 1838, and all such establishments m England,
‘Wales, and Tneland, weie invited to attend a public meeting
m London. This meeting appomted from their number a
Committee “to communicate with the Government, and to
promote the passing of such laws as might be beneficial to
Joint-stock banks,”

This Commuttee was styled « The Committee of Deputies,”
and those members who resided in London were authorized
to act, m ordinary matters, on behalf of the whole Committee.
Mr. P. M. Stewart, M.P., a Director of the London and
Westmimnster Bank, was Chawrman; Mr. Oliver Vile, the
Manager of the London and Westminster Bank, was the
Honorary Secretary, and the circulars to the banks and the
correspondence were written chiefly by Mr Galbart.

The Chancellor of the Exchequer at that time was Mr.
Spring Rice (now Lord Monteagle), who had been a Director
of the Provincial Bank of Ireland durmg the time that Mr.
Gilbart was Manager, and the Government being thus readily
accessitble on bankmg questions, several impoitant improve-
ments m the laws respecting Joint-stock banks were passed
on the suggestion of the Chancellor of the Exchequer. In
consequence of the pressure of 1839, a Select Commuttee of
the House of Commons was appointed m 1840, “To mnquire
into the effects produced on the circulation of the country by
the various Banking establishments issuing notes payable on
demand.” Mr. Vincent Stuckey, of Bristol, and Mr. Gilbart,
represented, by request, the English Joint-stock banks, and
received the thanks of those companies for the manner in
which they had given their evidence.

In 1844, Sir Robert Peel passed his Bill, renewing the
Charter of the Bank of England, and regulating other banks;
by this enactment, the London and Westminster, and other
gimilar banks, acquired the power of suing and being sued
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by their public officer, and to accept bills at less than six
months after date.

Another pressure on the money market occurred m 1847,
when both houses appointed a Commuttee of Inquiry, the chief
question being— Whether the pressure of 1847 was pro-
duced in whole or m part by the Act of 1844 ?” To this Mr.
Gtilbart gave an answer in the fifth edition of his ¢Practical
Treatise’ published m 1849, a work dedicated to the then
Chancellor of the Excheqyer, a sixth edition followmng m
1859,

A prize of 1002 was offered by Mr. Gilbart i January,
1851, for the best essay “On the Adaptation of Recent
Inventions collected at the Great Exhibition of 1851, to the
purposes of Practical Banking” The prize was gained by
Mr. Granville Sharp, of Norwich In 1854, the object for
which Mr. Gilbart had frequently contended, v1z., the admis-
ston of the Jomt-stock banks into the clearmg-house, was
attained. In 1859, he published his ¢ Logic of Bankmg.’

In the course of the same year, the Directors of the Bank,
in acknowledgment of his long and eminent services, passed
a resolution to allow him to retire at the close of the year,
with a pension of 1,500/, per annum; and on thewr recom-
mendation, he was appointed an extra director m anticipation
of the next vacancy.

Mr. Gilbart received further gratifymg tokens of the esti-

mation in which he was held.
. Prior to his departure from Waterford, the Members of the
Literary and Scientific Institution requested him to sit for
Tis portrart to be placed m the Lecture-room,—complimentary
resolutions passed bemg accompanied by a letter from the
President.

In the year 1846, a service of plate was presented to him
by the Jomt-stock banks, in acknowledgment of his exertions
in favour of Jomt-stock bankimng.

On the 10th of March, 1860, a testimonial of plate was
presented to him by the officers of the Tondon and West-
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minster Bank on his retirement from the office of General
Manager, an address accompanying it.

Mr. Gilbart was a Fellow of the Royal Society, a life
member of several literary and scientific associations, and a
Member of the Statistical Society, to which he contributed
various valuable papers.

He died on the 8th day of August, 1863, in the 69th year
of his age
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A PRACTICAL

TREATISE ON BANKING.
Parr I—OF PRACTICAL BANKING.

SECTION L
THE NATURE OF BANKING.

“WHAT is 1t that we call a Banker? There is in this city
a company or corporation, called goldsmiths, and most of
those called bankers are of that corporation, but so far as I
know, there 13 not a company or corporation m England
called banlkers, nor has the business any definition or descrip-
tion exther by comrhon law or by statute. By custom we call
a man a banker who has an open shop, with proper counters,
servants, and books, for receiving other people’s money, m
order to keep 1t safe, and return 1t upon demand; and when
any man has opened such a shop we call him a banker,
without mquiring whether any man has given him money to
keep or no. for this is a tradé where no apprenticeship is
required, it having never yet been supposed that a man who
sets up the trade of bhnking, could be sued upon the statute
of Queen Elizabeth, which enacts, that none shall use any art
or mystery then used, but such as have served an apprentice-
ship m the same.”*

The term Bank is derived from banco, the Ttalian word for
Bench, as the Lombard Jews m Italy kept denches in the

* Bpeech, delivered 1 the House of Commons, m 1746 —See the ‘London
Magazme’ for that year, page 120.
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market-place, where they exchanged money and bills. When
a banker failed, his bench was broken by the populace ; and
from this circumstance we have our term dankrupt.

A banker is a dealer in capital, or more properly a dealer
in money. He is an intermediate party between the bor-
rower and the lender. He borrows of one party, and lends to
another; and the difference between the terms at which he
borrows and those at which he lends, forms the source of his
profit. By this means he draws into active operation those
small sums of money which were previously unproductive in
the hands of private individuals; and at the same time
furnishes accommodation to those who have need of additional
capital to carry on their commercial transactions.

Banks have been divided into private and public. A private
bank is that in which there are but few partners, and these
attend personally to 1ts management. A phblic bank is that
in which there are numerous partners, and they elect from
their own body a certain number, who are entrusted with its
management. The latter are usually called Joint-stock banks.

The business of banlking consists chiefly in recerving de-
osits of money, upon which interest may or may not be
m&kSDg advances of money, prmcipally in the
way of discounting bills ;—and in effecting the transmission
of money from one place to another. Private banks in
metropolitan cities are usually the agents of the banks m 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 gonsist of—Fust, the
capital paid down by the parthers, or shareholders Secondly,
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 repay, in
some distant place, at a future time.

These disposable means are employed—F'irst, in discounting
bills. Secondly, in advances of money in the form of cash
credits, loans, or overdrawn accounts. Thirdly, in the pur-
chase of government or other securities. Fourthly, a part is
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.
kept in the banker’s till, to meet the current demands. Of
these four ways of employing the capital of & bank, three are
productive, and one is unproductive. The discounting of
bulls yields interest—the loans, and the cash credits, and the
overdrawn accounts, yield interest —the government securities
yield mterest—the money in the till yields no interest.

The expenses 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, &e.

The profits gfa bank are that portion of its total receipts
—including discount, interest, dividends, and commission—
which exceeds the amount of the expenses.

SECTION IL
THE UTILITY OF BANKING.

In the first place, banks are useful as places of security for
the deposit of money. The circumstance which gave rise to
the busmess of banking m this country, was a desire on the
part of the merchants of London to obtamn a place where they
might lodge their money m security. Every one who has
had the care of large sums of money knows the anxiety
which attends their custody A person in this case must
either take care of his money himself, or trust it to his
servants. If he take care of it himself, he will often be put
to meonvemence, and will have to deny himself 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 thewr ability. And, although m many important
cases 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 oceur, and these will occasion suspicion 1 refer-

B 2
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ence to other parties aganst whom no suspicion ought to be
entertained.  Besides, in both these cases, the money is
lodged under the owner’s ewn roof, and is subject to thieves,
to fire, and to other contingencies, agamst which it 1s not
always easy to guard.

All these evils are obviated by means of banking. The
owner of money need nerther take the charge of it himself,
nor trust to his dependents. He can place it m the hands of
his bankers. They are wealthy men, and are responsible to
him for the amount. If they are robbed, it 18 no loss to him :
they are pledged to restore to hum the amount of his deposit
when he shall require it. 'Whenever he wan{gmoney he has
only to wnte 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 interest for money placed in themr
hands.

By means of banking, the various small sums of money
which would have remamed 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 t?e productive
capital of the nation. At the origin of banlafig;~ the new-
fashioned bankers,” as they were called, allowed a certamn
rate of interest for money placed in their hands. The banks
of Scotland caryy this practice to the greatest extent, as they
recerve upon mterest so low an amount as ten pounds; and
also allow interest on the balance of a runnmg 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 withdrawn. The London bankers
generally do not allow interest on deposit, bu# neither do
they charge commission. All their profits are derived from
the use of their customers’ money The banks of Scotland
do not charge commission, although they allow interest on *
deposits , but then those banks have a profit by the issue of
their notes. The London bankers do not issue notes.

3. Another advantage conferred upon society by bankers
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is, that they make advances to persons who want to borrow
money. These advances are made—by discounting bills—
upon personal security—upon the joint security of the bor-
rower, and two or three of his friends—and sometimes upon
mortgage. Persons engaged in trade and commerce are thus
enabled to augment their capital, and consequently their
wealth. The mcrease of money m circulation " stimulates
production. When bankers are compelled to withhold their
usual accommodation, both the commercial and the agricul-
tural interests are plunged m extreme distress. The great
advantage arising to a neighbourhood from the establishment
of & bank, is derived mainly from the additional supplies of
money advanced m the form of loans, or discounts, to the
mhabitants of the place. This principle is so well understood
in Scotland, that branch banks are sometimes established in
poor districts, with a view of obtaining a future profit from
the prosperity which the bank will mtroduce.*

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

There 15 scarcely a person in business who has not occasion
sometimes to send money to a distant town. But how is this
to be done? He cannot send a messenger with 1t on purpose
—that would be too expensive  He cannot send it by post—
that would be too hazardous. Besides, the sum may be some
fraction of a pound, and then 1t cannot go by post. The post,
too, takes a considerable time, as three letters at least must
pass on the transaction. If he live in London he may obtain
a bank post bull, but he cannot obtam that 1m the country:
and he may not be able to obtamn 1t m London for the exact
sum he wants. How, then, 1s the money to be sent?

Every country banker opens an account with a London
banker. If, then, a person lLives 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 1t of the
Aberdeen bank. The whole transaction is this: the Penzance
bank will direct them agent m London to pay the money to

* Evidence before the Select Committee of the Flouse of Commons, upon the
Abolition of Small Notes, p“ 43, Report
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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 postages, constitute all the ex-
penses incurred, and there is not the least risk of loss.

Commercial travellers, who go collecting money, derive
great advantage from the banks, Instead of carrying with
them, thrdughout the whole of their journey, all the money
they have recéived, when perhaps it may be wanted at home,
they pay it into & bank, by whom it is remitted with the
greatest secunty, and at little expense; and they are thus
delivered from an incumbrance which would have occasioned
great care and anxiety.

5. Wherever a bank is established, the public are able to
obtain that denommation 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 ones, and at other
times he may have need of large notes, and not be able to
obtain them, But where a bank 1s established there can be
no difficulty of this kind. The banks issue that description
of notes which the receivers may requre, and are always
ready to exchange them for others of a dufferent denomi-
nation. 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 m exchange for their notes. Hence, where banks
are established, it 15 easy to obtain change. This is very
convenient to those who have to pay large sums-in wages, or
who purchage in small amounts the commodities in which
they trade.

6. By means 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 1t does to write
a draft. And how much less trouble 1s 1t to receive a draft
m payment of a debt, and then to pay it into the banker’s,
than it is to receive a sum of money in currency. What
inconveniences would arise from the necessity of weighing
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sovereigns, What a loss of time from disputes as to the
goodness or badness of particular pieces of money.

Besides the loss of time that must necessarily occur on
every transactipn, we must also reckon the loss which every
merchant or tradesman, in an extensive lme of business,
would certainly sustain in the course of a year from receiving
counterfeit or deficient coin, or forged notes. From all this
risk he 15 exempt by kgeping a banker. If he receive pay-
ment of a debt, 1t is in the form of a draft upon his customer’s
banker. He pays 1t into his own banker’s, and no com 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 expense of presenting those 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 lus banker, and has no further trouble. He has
now no care about the custody of his bills—no anxiety about
their beng stolen—no danger of forgetting them until they
aro over-due, and thus exonerating the mdorsers—no trouble
of sendimng to a distance m oider to demand payment. He
has nothing more to do than to see 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 wit-
nesses 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 need—that is, if any
indorser has written on the back of the bill that some other
party will pay 1t m case the accepter does not, then the
notary takes the bill to the referee, 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 suppose that a merchant has only two bills due each day.
These bills may be payable in distant parts of the town, so
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that it may take a clerk half a day to presentthem. And
in large mercantile establishments it would take up the
whole time of one or two clerks to present the due bills and
the drafts. The salaries of these clerks are ,therefore saved
by keeping an account at a banker’s. Besides the saving of
expense, 1t is also reasonable to suppose that losses upon
bills would sometimes occur from mustakes, or oversights—
from mischlculation as to the time a bill would become due
—from errors in marking 1t up—from forgetfulness to present
it—or from presenting 1t at the wrong house. In these
cases the indorsers and the drawers are exonerated ; 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 ; but the loss falls upon the banker,
and not upon his customer..

8. Another advantage from keeping a banker in London,
is, that by this means you have a continual referee as to your
respectability. If a mercantiie house m the country write to
their agent, to ascertam the respectability of a fim m
London, the first inquiry is, Who is thewr banker? And
when this is ascertained, the banker is applied to through the
proper channel, and he gives his testimony as to the re-
spectability of his customer. 'When a trader gives bis bill, it
circulates through the hands of many mdividuals to whom he
is personally unknown ; but if the hill is made payable at a
banking-house, 1t bears on 1its face a reference to a party to

whom the accepter is known, and who must have some
knowledge of his character as a tradesman. This may be an
immense advantage to a man m busmess, as a means of
increasing his credit; and credit, Dr, Frankln says, is money.

9. The keeping an account at a bankmg-house, enables a
trader not only to give a constant reference as to his own
respectability, but it also enables him to ascertain the re-
spectability of other persons who keep bankers. There are
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 1f this bill would be paid before he gave him any
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further credit. If this bill is not made payable at a banking-
house, he can obtain no information. But suppose the bill is
made payable at a banking-house ; even 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 I safely give
goods or money 1 exchange for it?” They will reply, “Sir,
we never answer such questions to strangers” But if the
holder 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 obtam the most ample information. Among nearly all
the bankers in London, the practice is established of giving
information to each other as to the respectability of their
customers. For as the bankers themselves are the greatest
discounters of bulls, it is their interest to follow this practice;
and indeed the interest of their customers also, of those at
least who are respectable.

10. By means of banking; people are able to preserve an
authentic record of thewr annual expenditure.* If a person
pays in to his banker all the money he recerves in the course
of a year, and makes all his payments by cheques—then by
looking over his bank-book at the end of the year he will
readily see the total amount of his receipts, and the various
items of his expenditure. Ths is very useful to persons who
have not habits of busmess, and ‘'who may therefore be in
danger of Living beyond their means. It 15 useless to advise
such persons to keep an account of them expenses—they will
do no such thing, but when short of money at Christmas to
pay thewr tradesmen’s hbills, they may take the trouble of
looking over their bank-book, and noticing how many
cheques were drawn for the purchase of unnecessary articles.
A bank account 1s useful also m case of disputed payments.
People do not always take receipts for money they pay to
their tradesmen, and when they do the receipts may become

* In the year 1849 a commuttee of 1nvestigation mto the affarrs OF a rarlway

company reported that the Company bad kept no books for eighteen months,
and knew their transactions only from their banker’s pass-book. ER
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lost or mislaid. In case of death or of omission to enter the
amount in the creditor’s books, the money may be demanded
agam. 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 be produced, and the
payment proved by the officers of the bank, who can be
subpeenaed for that purpose.

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 pleases may have a tin box, which
he may leave with his banker m the evening, and call for it
in the morning. In this box he might place s will, the
lease of his house, policies of msurance, or any other docu-
ments he wished to preserve agamst fire. Stock-brokers and
others who have offices in the city, and live out of town, have
such boxes, which they leave overnight with their banker for
the sake of security, in preferehce to leaving them in their
own office. If a party were going to the country he might
send his plate or jewellery to hus banker, who will lock 1t up
in his strong room, and thus it will be preserved from fire
and thieves until his return. Solicitors and others, who have
deeds 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 keepmg a banker, people have a ready channel of
obtaining much information that will be useful to them in the
way of their business. They will know the way in which
bankers keep their aceounts; 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 remutting any money they have to send to
any part of the country or to the Continent. If they have to
buy or sell any stock in the public funds, the banker can
give thepn 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 be ap-
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pointed executors to a will, and have to settle some money
Tatters—the banker will in these, and many other cases, be
able to give them the necessary information.

13. Banking also exercises a powerful influence upon the
morals of society. It tends to produce honesty and punctu-
ality in pecuniary engagements. Bankers, for thewr own
interest, always have a regard to the moral character of the
party with whom they deal; they mquire whether he be
honest or tricky, industrious or idle, prudent or speculative,
thnfty or prodigal, and they will more readily make advances
to a man of moderate property and good morals, than to a
man of large property but of inferior reputation. Thus the
establishment of a bank in any place immediately advances
the pecuniary value of a good moral character. There are
numerous instances of persons having risen from obscurity
to wealth only by means of their moral character, and the
confidence which that character produced m the mind of
their banker. It is not merely by way of loan or discount
that a banker serves such a person. He also speaks well of
him to those persons who may make inquiries respecting
him: and the banker’s good opmmon will be the geans of
procuting him a higher degree of credit with the parties with
‘whom he trades. These effects are easily perceivable i
country towns; and even in London if a house be known to
have engaged in gambling or smuggling transactions, or in
any other way to have acted discreditably, therr bills will be
taken by the bankers less readily than those of an honourable
house of inferior property.

It is thus that bankers perform the functions of public
‘conservators of the commercial virtues. From motives of
private interest they encourage the industrious, the prudent,
the punctual, and the honest—while they discountenance the
spendthnft and the gambler, the liar and the knave. They
hold out inducements to uprightness, which are not dis-
regarded 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 bishop.



12 A Practical Treatise

SECTION IIL
BANKING TERMS.

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

The word BANE, being a noun of multitude, may have
verbs and pronouns agreeing with it in exther the smgular or
the plural number, yet not without regard to the import of
the term as conveying umty or plurality of idea. In the use
of this term the following rules are usually observed :—

1. When any operation or feeling of the mind is ascribed
to a bank, the verbs and pronouns are placed m the plural—
as, “The bank were anwious to meet the wishes of the public.”
“The bank Aave concurred in the measure proposed.”  Are
you one of the persons who tried the question with the Bank
of Ireland, whether they concetved themselves bound to pay m
gold at their branches?” «The Bank of England petitioned
agamst this bill, and were heard by thesr Counsel ; but their
representations produced no effect, and the bill having passed
through both Houses, received the Royal assent.” The fol-
lowing examples, wherein mental operations are ascribed to a
neuter pronoun, are violations of this rule “The bank allows
the party having the cash credit to liqmdate any portion of
his debt to the bank at any time that may st his conveni-
ence, and reserves to stself the power of cancelling, whenever
it shall think fit, the credit granted.” #It is usual for the
bank when ¢ gives a cash credit ¢o keep @ watchful eye over
the person having that cash credit.”

2. When a reference is made to a bank merely as an
institution, the term is considered to belong to the singular—
a8, “The Bank of Scotland continued the only bank from the
date of dts establishment, m 1695, to the year 1727. In that
year a charter of incorporation was granted te certain indi-
viduals named therein, for carrying on the business of banking,
under the name of the Royal Bank; and subsequent charters
were granted to this establishment, enlarging s capital,
which now amounts to one million and a half” “The
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National Bank of Scotland %as 1,238 partners.” «If this
measure be carried into effect, the Provincial Bank must
instantly be deprived of any sufficient means of reimbursmg
dtself for the heavy expense to which i has been subject.”
« Has your bank an establishment at Kirkcudbright ? ¢« The
Bank of England %as the control of #s issues entirely within
atself.”

3. When we notice the rules or habitual acts of a bank,
the word belongs to the singular—as, “ The Provincial Bank
allows mterest at the rate 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 m gold at the place of issue.”
“The London and Westmmster grants mterest upon deposits
—it does not allow 4ts officers to receive Christmas presents
from dts customers” In reference to cases that fall under
this rule, there 13, however, some contrarety of practice:
“Do the Provincial Bank dssue post bills? Z%ey do mot.”
“Have the Bank of Ireland at ¢Zeir branch at 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 ito circulation? Do they
pay any interest on their deposits® They have a great
quantity of notes in circulation—/ave they not *’

4. When the word bank 1s connected with a past participle
by means of the neuter verb #o e, it usually belongs to the
singulax—as, “I am a director of the Bank of Scotland,
which ¢s established by Act of Parhament; ¢ does not hold
a charter from the Crown, but in common language ¢ s
called a chartered bank.” “Suppose a bank was enabled to
take 6 per cent. on a cash credit, instead of 4.” ¢ The
Falkirk Union Banking Company %as been returned to this
house, as sequestrated m the month of October, 1816.” «A
new bank was constituted as a fund, upon which the sum of
2,5664,0000 should be raised, and 4 was called the Land Bank,
because established on land securities.”

5. When the word bank is preceded by the mdefinite
article, @, an—by the demonstrative pronoun, tAis, ¢hat—or
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by the words each, any, every, one—it belongs to the singular;
as, “Do you not think that o bank that 8 possessed of a
capital of one million, may and will do more business than a
bank that 7s only possessed of half a million?” “In a
moment of pressure, an emergency like the present, that bank
would get into great disrepute who called up any one of s
cash credits.” « What is the amount of the small note cir-
culation in that bank, as connected with its whole circulation ?”
¢ Bach bank kas an interest to issue as much of the small
note circulation as % can?—Certainly % %as, provided the
small notes can be kept out; but, as every bank makes an
exchange at Glasgow twice every week, and the exchanges
of each bank come back upon dtself, and the balance is paid
by a draft on Edinburgh at sight,” &e. “I believe almost
every bank m Scotland Aas an agent in Glasgow.” “ Suppose
one bank in Scotland made #s notes payable in Scotland, at
the place where the notes were issued.” “Is there any bank
in Cork now that dssues notes ?”

6. When the word bank 18 mtroduced in either the singular
or the plural number, the same number should be preserved
throughout the sentence. Hence, the following sentence of
Smollett’s is maccurate : *‘By the same acts the bank was
required to advance a sum not exceeding 2,500,0007. towards
discharging the national debt, if wanted, on condition that
they should have 5. per cent. for as much as they might
advance, redeemed by Parliament.”

7. When the word bank is used in the singular number, 1t
is considered as a substantive of the neuter gender, and hence
is associated with the relative promoun, which; but when
used in the plural number, it implies the 1dea of persons, and
has accordingly the personal relative, who; as, “ The bank
with which he kept his account kas stopped payment;” or,
“The bank with whom he kept his account Zave stopped pay-
ment.” “The bank, whosé interests are affected by the pro-
posed measure, have petitioned agamst it.” The bank upon
whom the cheque was drawn ZAave refused to honour it.” The
following sentence 15 not m accordance with this rule: “In a
moment of pressure, an emergency like the present,. that
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bank would get into great disrepute wko called up any of its
cash credits.”

I have not observed that any Hnglish writer, except Mr.
McCulloch, 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. Ske neither grants
cash credits, nor allows any interest on deposits; ske discounts
at the rate of 5l per cent.” This mode of expression is,
however, very common with American writers.*

IL Should we write accepter or acceptor of a bill of ex-
change? The name of the agent to any verb is usually
formed, in our language, by the addition of » or er to the
verb; as, indorser, talker, walker, speaker. What reason,
then, can be assigned why, m the present case, we should
depart from the analogy of the language ? We do not say,
the drawor, the holdor, the payor of a bill; why then should
we say the acceptor 7 '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 fee? Yet
all our English legal authors write, acceptor: “A. person who
accepts for honour, is only liable if the onginal diawee do
not pay; and to charge such acceptor, there must be a pre-

“ sentment for payment to such origmal drawee.”—Bayley.
“A foreign bill is binding in this country on the aceeptor,
though he accepted by parol, or by writing unconnected with
the instrument.”—Chitty. “Where the acceptor of 4 forged
bill pays 1t, and is gulty of any negligence, or want of due
caution in making such payment, he cannot recover the money
80 paid, from the mnocent party to whom he paid it.”—Roscoe.
Scotch authors, however, write accepter. “An English in-
land bill has generally three parties to it — the drawer,
accepter, and payee, whereas, m 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.”t

* It has now becomo more common with Tnglish writers, especially with
reference to the Bank of England 1849
t See Gllen on the Law of Bills of Exchange m Scotland.
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IIL. Should we write indorse or endorse? Indorse is de-
rived direct from the Latin, én dorsum, on the back. Endorse
is derived from the Latin, through the French, endosser. In
such cases, most writers adopt the Latin mode of spelling, in
preference to the French, as indorse, inquire, intire; not
endorse, enquire, entire. All legal authors write indorse. A
promise to indorse, though on sufficient consideration, cannot
be treated as an actual dndorsement.”—Bayley. _“ The
liability of the indorser is discharged by want of notice, as in
the case 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 payee, or prior indorsers, has, on
paying the instrument, a remedy over thereon agamst 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.

IV. Should we say imdorsement or indorsation 2 In England
we always use the word indorsement. “No particular words
are essential to an indorsement; the mere signature of the
indorser is, m general, sufficient.”—Bayley. “ The indorse-
ment may be upon the face, or at the back of the bill.”—

Chitty. “An attesting witness to an indorsement 1s necessary,
when the bill is for a less sum than 51.”—Ckitty. In Scot- *
land the term more generally used is indorsation. “If a bill
or note be granted to a woman while single, and she after-
wards marry, the right to tiansfer it by indorsation would
vest m the husband.” ¢ After a bill has been paid no indor-
sation can take place, so as to affect the accepter, or any of
the parties who would otherwise be discharged.”—@Zen. The
word mdorsement 15 also used m Scotland, though more
rarely. Both woids appear to have precisely the same
meaning.  “ An indorsation is made, erther by the mdoiser’s
writing, and subseribing an order to pay the contents of the
bill to some particuldr person mentioned by name, which is
styled a full indorsement, or by merely signmg his name
on the bill, and deliverng it to the mdorsee, or person to
whom it is indorsed, which is termed a dlank indorsation.”
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—@len. “ A. fictitious indorsement to a bill is a forgery ; such
indorsation is clearly giving 1t a false credit.”— GHen.

V. Should we say the presentment or the pr tion of a
bill of exchange? All writers agree in usmg presentment.
“If upon the presentment of the bill for acceptance to the
drawee, he refuse or neglect to accept 1t, the drawer is im-
mediately responsible to the holder, although the bill has not
becomg due according to its tenor.”—Chitty. “If the bill be
payable after sight, and the drawee detam 1t some days
without declaring his mtention to accept, and afterwards
incline to do so, the acceptance must be from the date of the
first presentment.”—Qlen. < Presentment for payment must
be made by the holder of the bill, or by an agent competent
to give a legal recewpt for the money.”—Glen. “TUpon a
presentment for acceptance, the tnll should be left with the
diawee twenty-four hours, unless in the mterim he either
accept, or declare a resolution not to accept. But a bill or
note must not be left (unless 1t be paid) on a presentment for
payment ; 1f 1t be, the presentment is not considered as made,
until the money 1s called for.”"—Bayley.

VI Should we wmte draught or drafé? This word is
derived from the verb ¢o draw, and probably was origmally
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 m a recent edition of his wak,
since published, I find that draught has been changed to
draft. .

VIL Should we write check or cheque? This word is
derived from the French, echecs, chess. The chequers placed
at the doors of public-houses, are mtended to represent chess-
boards, and omginally denoted that the game of chess was
played in those houses. Simular tables were employed n
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
obtamed this name from the French ewchiguier, a chess-
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board, 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
cheque, the latter seems preferable, as 1t is free from
ambigwity, and is analogous to EX-CHEQUER, the public
treasury. It is also used by the Bank of England, “cnEqUE-
orrFicE.” In Bayley both forms are employed. “A. cheque
upon a banker was lost, and paid to a stranger the day before
9 bore date: the banker was obhiged to repay the money to
the loser.” “By the usage of trade, a banker in London will
not render himself responsible by retaining a check drawn on
hin, provided he return it at any time before five o’clock on
the evening of the day in which it was drawn.”

SECTION IV.
THE GENERAL ADMINISTRATION OF A BANK.

To be a good banker requires some intellectual and some
moral qualifications. A banker need not be a man of talent,
but he should be a man of wisdom. Talent, in the sense in
which the word is ordinarily used, imples a strong develop-
ment of some one faculty of the mind. Wisdom implies the
due proportion of all the faculties. A banker need not be a
poet or a philosopher—a man of science or of literature—an
orator or a statesman. He need not possess any one remark-
able quality by which he 13 distinguished fiom the rest of
mankind. He will possibly be a better banker without any
of these distinctions. It 18 only necessary that he should
possess a large portion of that practical quality which is
called common sense. Banking talent (using the word ¢alent
here in the sense of adaptation of character to any particular
pursuit) consists more in the union of a number of qualities,
not m themselves ndividually of a striking character, but
rare only in their combination in the same person. It 1s a
mistake to suppose that banking is such a routine employ-
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ment that it requires nerther knowledge nor skill. The
number of banks that have farled within the last fifty years
are sufficient to show, that to be a good banker requires
qualities as rare and as important as those which are
necessary to attamn eminence m any other pursmt. The
dealer m money exercises mtellectual faculties of a high
order, and of gieat value to the community. His profession
has a, powerful bearmg on the practical happmess of man-
knd.

“The philosophy which affects to teach us a contempt of money, does
not yun very deep, for, mdeed, 1t ought to be still more clear to the
philosopher than 1t 18 to the ordmary man, that there are fow thmgs m
the world of greater importance And so mamifold are the bearmgs of
money upon the lives and characters of mankind, that an msight which
should search out the Iife of a man m his pecuniary relations, would
penetrate mto almost every cranny of his nature He who knows, like
St Paul, both how to spare and how to abound, has a great knowledge .
for 1f we take account of all the virtues with which money 1s mixed up
—honesty, justice, generosity, chazity, frugahty, forethought, self-sacii-
fice,—and of thewr correlative vices—it 1s a knowledge which goes near
to cover the length and breadth of humanity and a right measme and
manner m getting, saving, spendmg, giving, taking, lendmg, borrowing,
and bequeathing, would almost aigue a perfect man ™

But though wisdom—or, in other words, a hugh degree of
common sense —does not 1mply the possession of any remark-
able talent (the undue development of any one faculty), 1t
always imphes the absence of any remarkable defect. One
great defect m a banker 1s a want of decision. A banker
ought to know how to balance the evidence on each side of a
question, and to arrive speedily at a just conclusion.

“Indecisiveness will be, cwterss paribus, most permicious m affairs
which require secrecy. 1lst, Because the greatest aid to secrecy 1s
celerity  2nd, Because the undecided man, seeking after vaious
counsel, Ty multiplies confid The pretext for mdecisive-
ness 18 commonly mature deliberation, but, m reality, mdecisive men
oceupy themselves less m deliberation than others, for to him who fears
to decide, deliberation (which has a foretaste of that fear) soon becomes
mtolerably irksome, and the mmd escapes from the anxiety of 1t mto alien
themes. *Or, if that seems too open a dereliction of its task, 1t gives

* Taylor’s ¢ Notes on Lafe’
o2
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atsclf to inventing reasons of postponement And the man who has
confirmed habits of mdecisiveness, will come m time to look upon post-
ponement as the first object m all cases, and, wherever 1t scems to be
practicable, wall bend all lus faculties to accomphsh 1t **

Another defect is a want of firmness. A banker having,
after a mature consideration, made up his mind, should be
capable of a strict adherence to his previous determimation.
he should know when to say, No; and having once said No,
he should adhere to it.

Another defect is a hasty or impetuous temper.

“Ho that answereth a matter before he heareth 1, 1t 18 folly and
shame unto lum ¥« He that is slow to wrath 18 of gieat undeistanding,
but he that 18 hasty of spimt exalteth folly ¥ <A wise man will hear,
and will merease learmng, and a man of understanding shall attun
unto wise counsels ”}

Another defect is that of bemng swayed by any personal or
constitutional prepossession.  Almost every man—not ex-
cepting even the banker—has a sin by which he is most easily
beset ; a constitutional defect, against which 1t 18 necessary he
should be upon his guard.

It is a great advantage to a banker, and indeed to every
one else, to know himself. He should know wherein 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 manners
are courteous or abrupt—whether he 1s apt to view matteis on
thewr gloomy or on their bright side—whether social mter-
cowse renders him more or less fit for lus offical engage-
ments—whether the presents and civilities he receives fiom
hus customers do, or do not, affect his transactions with them
m matters of busmess. When he has made a loss, he should
examine whether the loss was occasioned by the ordmary
operation of events, or produced by any little weaknesses of
his own character. He should record all those instances m
which he has shown a want of firmness, of discretion, of dis-

* Taylor's  Statesman ~I would advise all bankers, and all other peisons at

the head of laxge establishments, to read this Iittle work.
+ Provaibs of Solomon
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crimmation, or of perseverance; and should guard in future
agamst the exhibition of any similar defect .
«Man, know thyself, all wisdom centres there”

But while a banker should make himself acquainted with
his own defects, he ought not to let his customers become
acquamted with them. All wise men know thewr own defects;
none but fools publish them. Crafty men, who often have
occasion to borrow money, aie quick in percerving the weak-
nesses of their banker. And if they find that by coaxing, or
flattering, or gossiping, or bribmg, or threatening, they can
influence lus conduct, he will always be at thew mercy. On
this account it 1s, perhaps, advisable that a banker should
not have too much social intercowrse with those of his cus-
tomers who have occasion to ask him for any large amount of
accommodation.

Wisdom mmplies prudence and discretion, and these should
regulate the whole conduct of a banker, not merely when
engaged 1 banking transactions, but at all other times. We
may apply to a banker the language we have elsewhere
applied to & merchant:

“The amusements of a merchant should correspond with Ius cha-
vacter He should never engage m those 1ecreations which patake of
the nature of gamblmg, and but seldom m those of a frivolous deserrp-
tion A judge 18 not always on the bench, a clergyman 1s not always m
the pulpit, nor 18 a merchant always on ‘Change, but each1s cxpected
at all times to abstam from any amusements which are not consistent
with his professional character The credat of a merchant depends not
merely on his wealth, but also upon the opmion generally entertamed of
Ius personal qualities, and he should cultivate a 1eputation for prudence
and propuiety of conduct, as part of his stock m trade **

A banker should have a talent for selecting switable mstru-
ments. 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 parties to employ to
procure him confidential mformation as to the character and
circumstances of commercial houses, or of individuals, He

* ¢Lectmes on the History and Pumciples of Ancient Commerce’ By
J, W Galbart.
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should know how to choose his partners or coadjutors, and
should endeavour to select those who possess qualifications in
which he 1s humself deficient  In all cases when he has any
object to effect, he should know how to make use of other
men. We may here, as m some other cases, apply to a
banker the observations Mr. Taylor applies to a statesman:

“The most mmportant qualification of one who 15 high i the service
of the State, 1s his fitness for acting through others, smee the operations
vicarwously effected ought, if he knows how to malke use of his power, to
predommate greatly over the mmportance which can attach to any man’s
divect and mdividual activity. The discovery and use of mstruments
implies mdeed activity, as well as judgment, becanse 1t 1mphes that
Judgment which only activity m affaars can give  But 1t 13 a snare mto
‘whach active statesmen are apt to fall, to lose, m the 1mportance which
they atlach to the immediate and dwvect effects of thewr activity, the
sense of that much greater mmportance winch they might mmpart to
1t 1f they apphed themselves to make thewr powers operate through the
most effective and the widest mstrumentality The vamty of a states-
man 1s more flattered in the contemplation of what he does than of what
he causes to be done, although any man whose cival station 1s high,
ought to know that lus causative maght be beyond all calculation wider
than his active sphere, and more mportant.”

A neglect of this rule has occurred m the history of some
joint-stock banks, where the manager bas impaired his own
health, and damaged his bank, by takmng upon himself a
vast variety of duties which should have been assigned to
others ; forgetful that m large establishments the chief officer
should confine Ius personal attention to those duties which are
intellectual, or which are of the cluef importance ; while the
duties which are of 2 mere manual, or less important character,
should be performed through the mstrumentality of assistants.
‘We shall illustrate the prmeiple of working through others by
a scriptural example : i

“And 1t came to pass that Moses sat to judge the people and the
people stood by Moses from the mornmg unto the evenmg  And Moses’
father-n-law saxd unto hum, The thmg that thou doest 18 not good.
Thou wilt surely wear away, both thou, and this people that 1s with
thee for this thing 1s too heavy for thee, thou art not able to perform
1t thyself alone Hearken now unto my voice, and I will give thee

* Taylor's * Stalesman
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counsel, Thou shalt provide out of all the people able men, and place
such over them, to be rulers of thousands, and iulers of hundreds,
rulers of fifties, and rulers of tens And let them judge the people at
all seasons and 1t shall be that every great matter they shall bimg unto
thee, but every small matter they shall judge so shall 1t be easier for
thyself, and they shall bear the burden with thee So Moses hearkened
to the voice of s father-m-law, and dad all that he had sad **

« And Moses saxd, I am not eloquent, but I 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 mto
his mouth and he shall be thy spokesman unto the people ¥t .

A banker should know how to economize his own time.
One mode of domng this will be, as we have mtimated, to
assign nferior duties to others. His accountant should keep
his books, and make his calculations. His secretary should
write s letters (except those of a private or confidential
nature), and he should only sign them. His chief clerk
should attend to the disciplme 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 acquamted with
the art of government. He ought to put a clever man at the
head of each department, and reserve to hrmself only the
duty of general supermtendence. He should give these
parties a pretty wade discretion, and not encourage them to
ask his instructions about matters of comparatively tiifling
importance. If he does this, they will never learn to think
for themselves,—never 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 mdependent judgment. Consequently, they will be less
useful to him in their present position, and never become
qualified for higher offices.

Another mode of economizing time is to observe a principle
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

* Exodus xviL 13—22, + Exodus 1v. 10—16
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and of manner, that will be useful in all his affairs. He 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 appearing to be i a hurry.

Another mode of economizing time 1s, to make his inter-
views with lus customers, or with other parties, as short as he
can. He should not encourage conversation upon any other
topic than that which 15 the occasion of the interview. He
had better receive his customers standmg ; as in that case
they will stand too, and are not likely to remain so long as if
they were to sit down. And the fuiniture of the room should
be so arranged that the customer, 1f he sit down, should sit
near the door, so that he may depart whenever disposed.
He is not likely to remam so long as 1f seated comfortably by
the fire-side. It 1s also desirable that his room should be so
placed, with reference to the other parts of the bwlding, that
while it has one door open to the public, 1t should have
another door openmg into the office, so that he may easily
pass into the office, to ascertamn the state of a customer’s
account, or to consult with himself or another person, i
doubtful cases, as to the course to be adopted. It 1s 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 1s better, when 1t
can be done, to establish the practice of the customer giving
the bills to a clerk, who shall brng them into the banker's
room, and take back his reply.

A banker will take means for obtaining and recording
information. He should not, as we have said, keep any
books himself. But he ought always to have m his room,
ready for immediate reference, 1f necessary, the General
Balance Book,” containing the weekly balances of the general
ledger, which will show the weekly progress of his busmess
for several years past,—*the Daily Balance Book,” showing
the daily balance to the credit of each of his customers m the
current-account ledger,—* the Weekly Discount Balance
Book,” showmng the amount of discounts, loans, or other
advances which each customer has overy Saturday night,—
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“the Inspection Book,” showing the amount of bills bearing
the names of houses who do not keep an account with him,—
“the Information Book,” contaming the character of all the
houses about whom he has had occasion to make mquiries,—
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 ther trades or professions—
such as corn merchants, leather factors, grocers, solicitors, &e.
&c. The banker would thus see at a glance among what
classes of society his connexions lie. ~When any public
event was likely to affect any class—such, for instance, as the
corn merchants—he would see how many of his customers
are likely to be affected. By thus, too, bearmg m mind the
trade or profession of hus customers, he would be able to judge
more readily whether the bills they brought um for discount
had arsen out of their busnless transactions.

Of these books, one of the most important is the “Informa-
tion Book.” There 13 no doubt that a banker of great
experience, and of a strong memory, may always bear m 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 recordmg his in-
formation 1n a book. His memory may fail, and that too on
mportant occasions ; and certamnly if he leave the bank for a
short time, as he must sometimes have occasion to do, he will
cairy his memory with hum. But if the Information Book be
closely kept up, he will record his knowledge for the use of
those who will have to take hus place. It is no valid objection
to the keepmg of such a book to say that the position of
houses is perpetually changing. Those changes should be
recorded, so that thew actual standing should always be
readily referred to. If a banker 1s requested by a customer
,to make inquiry about a house, he should record the mforma-~
tion he gets for his own gwidance, mn case any bills on that '
house should afterwards be offered him for discount.

A banker will get imnformation about parties from mquiry
at thewr bankers, as we have mentioned at page 8. This
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information may be defective 1 two ways. In the first place,
thewr 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 mterest 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 15 from
parties in the same trade. Houses in the same trade know
pretty well the standmg of one another. Wholesale houses
are well acquainted with the retail shopkeepers who buy of
them. Most bankers have among their own customers some
houses m almost every trade, who can give them any in-
formation respecting other houses which they may require.
The bills that pass through his hands will also often give
him some useful hints respectmng the parties whose names
are upon them.

It is of great importance to a’banker to have an ample
knowledge of the means and {ransactions of lus customers.
The customer, when he opens his account, will give hum some
information on this subject. The banker will afterwards get
mformation from his own books. The amount of transactions
that s customer passes through his current account will
show the extent of his business. The amount of his daily
balance will show 1f he has much ready cash. The extent
and character of the hills he offers for discount, will show if
he trust large amounts to individual houses, and 1f these are
respectable. On the other hand, the bills s customer may
accept to other parties, and s payments, will show the class
of people with whom he deals, or who are m the habit of
giving him credit.  But one main source of mformation is to
see the man. This, Iike other means of information, will
sometimes fail ; but, generally speaking, the appeaiance and
manners of a man will show his character. Some people
always send their clerk to the banker with bills for discount,
&c. This 15 all very well if they want no extraordinary
accommodation ; but if they ask for anything out of the
usual way, the banker had better say that he wishes to see
the principal. And if he had a doubt whether his customer
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was tricky or honest—speculative or prudent—let him be
guided by his first impression—we mean the mpression pro-
duced by the first interview. In nme cases out of ten, the
first 1mpression will be found to be correct. It 1s not neces-
sary to study physiognomy or phrenology to be able to judge
of the character of men with whom we converse upon matters
of busmess.

A country banker has greater facilities than a London
banker of ascertaming the character and circumstances of
other paities. In a couniry town everything s known about
everybody —A. man’s parentage and connexions—his family
and associates—the property he has already received, and
what he may expect to receive from his relations—and,
above all, his personal habits and disposition. TUpon the last
pomt, we will make a short extract from an excellent series
of “Letters to a Branch Manager,” published m the
“Banker’s Magazme,” under the signature of *Thomas
Bullion.”

“Next m importance to a study of his accounts, the habits and cha-
racter of a client are deserving of yow attentive consideration If a
man’s style of living, for example, becomes extravagant, and he gives
himself over to excess, you cannot too promptly apply the curb, however
regular the f1ansactions upon his account may seem, because years may
elapse before mere nregularity of hiving will make any impiession on his
bankimg account, whereas mrregulanty m busmess will exhibit atself
immediately, and for this 1eason,—that whereas mmpiovident habits of
living mvolve a contmuous waste m small sums, spreading over tolerably
long pertods, improvidence m busimess may mvolve in one fell swoop the
loss perhaps of thousands I hold, then, that you are not warranted mn
all cases m feelmg satisfied of a man’s perfect responsibility wntd s
Danking account exhibits mdubitable evidence to the contrary

A banker should always have general principles ; that is, he
should have fixed rules for the government of lus bank. He
should know beforehand whether he will or will not advance
money on mortgage, or upon deeds, or upon bills of ladmng,
or warrants ; or whether he will discount bills based upon un-
commercial transactions, or having more than three months
to run. These are only a few of the cases m which a banker
will find it useful to store his mind with general principles.
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One advantage of this adoption of general principles is,
that it saves time. If a banker can say, in reply to a cus-
tomer, ““It 15 contrary to the rules of our bank to advance
money upon bills of lading,” the reply 1s conclusive. But 1f
he had not previously adopted any rule upon the subject, the
reply would have taken up much more time. Another ad-
vantage is, that it gives decision of mind, and saves the
banker from bemng “talked over” by any of his customers
who may possess fluency of speech, or dexterity in debate.
In this case, the banker whose mind 1s 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 m fewer words.

But *although a banker ought to have a large stock of
general prmciples—and this stock will increase as his ex-
petience mereases—yet 1t may not be always wise to explamn
these principles to s customer. It 13 gemerally best, when
a banker gives a refusal, to give no reasons for that refusal.
Banking science is so little understood that the public gene-
rally are unable to appreciate 1ts principles. Besides, a man
who wants to borrow money can never be convinced by
reasoning that hus banker 1s right in refusing to lend it to
him ; nor, m fact, did the banker himself acquire lus know-
ledge of bankmg by reasoning. He acquired 1t not by
reasoning, but by experience; and he must not expect that
his customers, who have had no expenence, will, by reason-
ing alone, readily 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 every banker should have
general principles, we do mnot say that m no possible case
should he depart from them. But he should not look for
such cases; they are rare, and when they do occur they will
force themselves upon his attention, If under shelter of the
truism, “All rules have their exceptions,” he depaits from
luis general principles whenever he finds 1t convenient or
profitable to do so, he may as well have no general prmeiples
at all. .
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It seems desirable that a banker in a large city should
mark out for himself one or two main branches of business,
rather than attempt to carry on banking in all its branches.
We see this line of conduct adopted by some of the most
emment London bankers. A west-end banker will not dis-
count a bill : a city banker will not lend money on mortgage.
Different kands of banking exist in different parts of the
country, accordmg to the character and circumstances of the
district. And in London the classes of people are numerous,
and 1t may be both proper and advantageous for a banker to
adapt his mode of business chiefly to the requirements of
some one particular class. Different banks may thus pursue
dufferent courses, and all be equally successful.

A banker will exercise due caution m taking new acéounts.
He will expect the new customer to be introduced by some
person to whom he 15 personally known. The more respect-
able the introducer, the higher opinion will the banker enter-
tam of the paity mtroduced. If a party apply to open an
account without such an mtroduction, he is asked to give
references to some well-known houses. He is expected to
state to the banker the kind of business in which he 1s en-
gaged, and the extent of accommodation, 1f any, that he 1s
likely to requre. He will state the kmd and chaiacter of
the lulls he will have to offer to discount, and mention any
peculiarity m his busmess or ciwrcumstances that may ocea-
stonally require especial consideration. It 1s a great folly m
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
ag are opened for the purposes of fraud, or to obtain a fic-
titious credit, or to get undue accommodation It 15 con-
sidered 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 1s usually to get as much
accommodation as he can from each. If an account is
brought from another bank, the reason of the removal should
be distinctly stated, and the banker will accept or reject it,
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according to circumstances. Itis bad policy m a banker to
attempt to draw away the connexions of another bank, by
offermg them greater accommodation. It is also usually bad
policy to take the accounts of parties resding at a distance,
as their transactions do not come under the notice of the
banker; and the fact of thew passmg by the banks m
their neighbourhood to go elsewhere, is one that should
excite suspicion, It is not advisable for London bankers to
take the accounts of private mdividuals who resde m the
country. They should be referred to the bankers i their own
districts.

A small banker should not attempt to take large accounts.
Banks, otherwise well administered, have been rumed by one
large account. If this account requues accommodation, 1t
will absorb the banker’s funds, so that he will be compelled
to stint hus other customers, or to have recourse to 1e-dis-
count, or other modes of raismg money. Even if 1t be only
a deposit account, 1t may produce mconveniences. A small
banker cannot so readily employ this large deposit profitably,
and yet have 1t at command whenever required; and the
additional amount he must keep in hus t211 will be proportion-
ably greater than would be kept by a large banker. Thus,
if 100,0007. be placed m a bank that has already 2,000,0007.
of deposits, the additional sum kept in the till to meet daily
demands may not be much mecieased; but should it be
lodged with a banker whose deposits are only 800,000, the
increase of notes to be kept m lus tall will be very consider-
able. This shows that large deposits are not so profitable to
small banks as to large ones. There 15 also a danger that a
small banker will employ his large deposits m such a way as
shall render hum less 1eady to repay them punctually. In-
stances have occurred of small banks bemg greatly mcon-
venienced by the repayment of large deposits, which had
been placed m thewr hands by rarlway companies. It 1s pru-
dent, therefore, m a banker to appoition the amount of s
transactions to the extent of his busmess.

A very important part of the business of a banker consists
in the ciscounting of bills, The bills presented to a bank
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for discount may generally be divided into the following
classes —

1st. Bills drawn by producers or manufacturers upon whole-

sale dealeis.

2ndly. Bills drawn by wholesale dealers upon retail

dealers.

3rdly. Bills drawn by retail dealers upon consumers.

4thly. Bills not arising out of trade, but yet drawn against

value, as rent, &e.

5thly. Kuites, 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 dis-
count these bills freely would encourage extravagance in the
accepters, and ultimately prove mjurious to the drawers.
‘When a man accepts bills to hus butcher, baker, tailor, up-
holsterer, &c., he may fanly be suspected of living beyond lus
income Solvent and regular people pay their tradesmen’s
accounts with ready money.

The fourth class of bills, though sometimes proper, ought
not to be too much encouraged. Persons out of trade have
10 busmess with bills.

The last class of bills should always be rejected. To an
experienced banker who knows the parties, the discovery 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 are presented for discount soon after they are
drawn. The parties are often relations, friends, or parties who,
fiom their avocations, can have no dealings with each 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”
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In doubtful cases, the banker, before discounting a hill,
will probably look through his hooks, and satisfy himself with
regard to the followmg inquiries —

‘What is the character of the customer ? This inquiry will
be answered from the Information Book. What 1s the usual
balance of lus cash accounts? This will be answered by the
Daily Balance Book. What amount has he now under dis-
count? This will be answered from the Discount Ledger,
and will suggest other mquiries. Is that amount greater or
less than usual? What proportion does that amount bear to
the average amount of his cash balance? Is the amount
chiefly upon few parties, or 13 1t divided among a number?
Have their bills been discounted chiefly upon the strength of
the customer, or upon the stiength of other parties? Are
his bills generally 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
balls upon Jum now runnmg, and how soon will they become
due?

In the discount of bills it is necessary to guard against
forgeries. It has happened that parties carrying on a great
busmess m London, have presented to their banker, for dis-
count, 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 inquuy about the
accepters of the bills they discount, even when they think
they have reason to he satisfied with the drawers. Even this
is no protection against forgery. Sometimes the name of a
most respectable house m a provineial town has been forged.
‘Where'the amount 15 large, therefore, it seems advisable to
send the bill down to some banker in the town, and ask his
opmion as to the gennineness of the signature. Of course m
these, and many other cases i which a banker is hable to be
cheated, much must depend upon personal discretion; no
rules can be given for all cases.
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To facilitate the detection of forged CHEQUES, 1t is advis-
able 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 wuseful m tracmng forgeries that have
been perpetrated by the glerks or servants of the party
keepmg the account Some bankers, moreover, 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 case of DEEDS or BONDS,
all these documents should be witnessed by an officer of-the
bank. And when a lefter of guaiantee 1s given by a third
party, it should not be taken by the banker from the paity
m whose favour 1t 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 woids six, seven, eight, and nme, can easily
be changed by the addition of y, or ty, mto sixly, seventy,
eighty, or nmety. Sometimes, too, when cheques are drawn
for less than 107, 1f a space be left open before the word,
another word may be introduced. Thus, a short time ago a
cheque was diawn on a banker for 37, and the party who
obtamed it wrote the word sixty before the word three, and
thus cheated the banker out of 60l Letters of credit, as
well as cheques, have heretofore been altered, by the origmal
sum being taken out, and a larger sum bemg substituted.
This 18 now prevented by staining the paper with a chemical
preparation. Country banks also stamp upon therr drafts the
words “under ten pounds,” “under twenty pounds,” and so
on, to prevent an alteration to any sum beyond those
amounts.

The re-discounting of bills of exchange is an operation of
much importance, and has a great influence on the monetary

VOL. I. D
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operations of the country. We quote from a former work of
our own upon this subject :—

“Banks situated m agricultural districts have usually more money
than they can employ Independently of the pad-up capital of the
bank, the sums raised by eirculation and deposits sre usually more than
the amount of then loans and discounts Banks, on the other hand, that
are situated m manufacturmg districts, can usually employ more money
than they can raise Hence, the bank that has a superabundance of
money, sends 1t to London, to be employed by the bill-brokers, usually
recerving, m retuin, bills of exchangg The Lank that wants money
sends 1ts 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 1e-discount of bills has been, m
some cases, grossly abused, by bemng 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 convenlently spaie, then he asks the manufacturer to
accept a bill for the amount, which the banker gets discounted
m London or elsewhere This bill, when due, is renewed,
and the remewal 1s agam replaced by another, and so the
game goes on. As long as money 1s abundant all parties are
pleased; the manufacturer gets his advance, the banker gets
his commission, and the London bill-broker gets employment
for his funds. But a pressure comes. The London bill-
broker can discount no more, because the funds placed m his
hands by us 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
money; the banker stops payment, and the manufactuier 15
ruined. The places at which this system has been chiefly
carried on, are Manchester and Newcastle-upon-Tyne; and 1t
is m these places that the greatest fallwes have taken place
among the joint-stock banks. In fact, I believe it must be
confessed, that the joint-stock banks have carred on this
practice to a much greater extent than 1t was ever carried on
by the puvate bankers. This has arsen from the greater
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credit which they possessed: it is one of the forms of the
abuse of credit.

A London banker 1s always anxious to avoid dead loans.
Loans are usually specific advances for specified times, exther
with or without security. In London, advances are generally
made by loans, m the country, by overdrafts The difference
arises from the different modes of conductmg an account.
In London, the banker 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 hus usual balance. The loan is placed to the
ciedit of his current account, until the time arrives for its
1epayment, and then he is debited for the prmecipal and the
mterest The country banker is paid by a commission, and
hence the advance to a customer 1s made by lus overdrawing
the account, and he 1s charged interest only on the amount
overdrawn

Loans are divided mto short loans and dead loans. Short
loans are usually the practice of the London bankers. a time
18 fixed for their repayment. Dead loans are those for the
payment of which there 1s no specified time ; or wheie the
party has failed to make the 1epayment at the time agreed
upon. In tlus case, too, the loan has usually been made
upon dead—that 1s, upon inconvertible secumity. 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
three months; the tume arrives, and the customer cannot pay ;
then the loan 1s renewed, and renewed, and renewed, and
ultimately the customer fails, and the banker has to fall back
upon his securtties  The difference between short loans and
dead loans may be 1illustrated by a reference to Liverpool
and Manchester The Liverpool bankers make large advances
by way of loan, but usually on the security of cotton. The
cotton 18 sold m a few months, and the banker is paid At
Manchester, the banker advances his loans on the security of
nills and manufactories, he cannot get repaid; and after a
while the customer fails, and the mill or manufactory, when
sold, may not produce half the amount of the loan.
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Dead loans are sometimes produced by lending money to
rich men. A man of moderate means will be anxious not to
borrow of Ins banker a loan which he will not be able
punctually to repay, as the good opmion of his banker 1s
necessary to lus credit. But a man of piopeity has no
scruples of the kind  he has to build a house, to improve Lis
estate, or to extend his manufactory ; and he is unreasonable
enough to expect that his banker will supply him with the
necessary funds He believes 1t will be only a temporary
advance, as he will shortly be m possession of ample means.
The banker lends the sum at first desired; more money 1s
wanted ; the expected supphes do not arrve; and the
advance becomes a dead lock-up of capital. The loan may
be very safe, and yield a good rate of interest, but the banker
would rather have the money under lus own control.

Dead loans are sometimes produced by lendimg money to
parties to buy shares in public companies. Theie was too
much busmess of this kind transacted by some bankeis a few
years ago. The party did not at first, perchance, apply to
his banker to enable him to purchase the shares, but the
calls were heavy, and his ready money was gone; he felt
assured, however, that m a short time he should be able to
sell hug 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, 1f sold, would not pay the banker’s advances.
The sale, too, would have caused an enormous loss to the
customer. The advances hecame a dead loan, and the
banker had to wait till a favourable oppoitunity occurred for
realizing Ius 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 remove them account, and give
him a bad name; if he grants them thewr desues, they
engage m speculations by whuch they are ruined, and pro-
bably the banker sustains loss. The pomt for the banker to
decide is, whether he will lose them or rum them. It is
best m this case, for the banker to fix upon what advance he
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should make them, supposmng they conduct their affairs
prudently , and if they are chssatisfied with this, he had
better let them go; after they have become bankrupts he
will get credit for his sagacity.

The discounting of bills 18 an ordinary matter of business,
and the banker has only to see that he has good names to hus
bill, but m regard to loans, a banker would do well to
follow the advice which Mr. Taylor gives to individuals, and
not to make a loan, unless he knows the purpose for which 1t
18 borrowed, and to form his own judgment as to the wisdom
of the party who borrows, and as to the probability of hus
having the means of repayment at the time agreed upon.

“Never lend money to a fizend, unless you are satisfied that he does
wisely and well m boirowing 1t Borrowing 1s one of the most ordimary
ways m which weak men sacrifice the future fo the present, and thence
1t 15 that the giratibude for a loan 18 so proverbially evanescent for the
future, becoming present m 1ts turn, will not be well pleased with those
who have assisted m domg 1t an myury By conspirmg with your fiiend
to defiaud hus future self, you natwally mem s future displeasure
To withstand solicitations for loans 1s often a great frial of firmness, the
moro especially as the pleas and pretexts alleged are generally made
plausible at the cxpense of truth, for nothing Dbieaks down a man’s
truthfulness more swely than pecuniary cmbariassment—

¢ An unthrift was a liar fiom all time,
Never was debtor that was not decever’

The refusal which 18 at once the most safe from vacillation, and perhaps
as httle apt to give offence as any, 18 the pomt-blank refusal, wathout
reasons assigned—aieasons—weak men, under the bias of self-love, will
always 1magme themselves competent to controvert

Sometimes, when an advance of money is wanted for two
or thiee months, the paity gives a mote of hand This is
better than a mere loan, as 1t fixes the time of payment, and
keeps the transaction fresh m the recollection of the boriower.
But care must be taken that the note, by 1epeated renewals,
does not in fact become a dead loan Hence, when a renewal
cannot be avoided, attempts should be made to reduce the

¥ ¢ Notes from Lafe,” by Taylot.
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amount. When public companies, of only a short standing,
and not fully constituted, wish to borrow money of their
banker, it 15 sometmes expedient to take the joint and
several promissory 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
avaalable for the repayment of the loan.

‘We have said that dead loans are usually advanced upon
inconvertible security. Sometunes that security consists
of a deposit of deeds relating to leasehold or freehold pro-
peity. In London, however, this kind of security is mot
considered desirable, and the following rules are usually ob-
served *—

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

The value of the property should be much higher than the
sum 1t is intended to guarantee. When this 1s the case, and
the parties fail, thewr creditors may take the deeds, and pay *
the debt due to the bank. The main use of taking deeds is
to have something to fall back upon m this way. A customer
should never receive more accommodation from having de-
postted lus deeds than that to which he 1s legitimately
entitled. No banker takes deeds 1f 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 submitted
to the inspection of the banker’s solicitor, who makes a
written report upon the value of the property, as far as 1t can
be discovered by the deeds, and upon its legal validity as a
security to the bank.

The rule of a banker is, never to make any advances,
directly or indirectly, upon deeds, or any other dead security.
But this rule, like all other gemeral rules, must have ex-
ceptions, and when 1t 1s proper to make an exception 15 a
matter that must be left to the discretion of the banker.
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He should, however, exercise this discretion with caution and
prudence, and not dewiate from the rule without a special
reason to justify such deviation.

Among country bankers, m agricultural districts, advances
upon deeds are not considered so objectionable as in London.
A landed proprietor, who wants a temporary advance, places
his deeds i the hands of his banker, and takes what he
requires, The banker thinks he can have no better security ;
but the loan is usually for only a moderate amount, and 1s
paid off within a reasonable time. In the country the
character and circumstances of every man is known. A
landlord who wants an advance to meet immediate demands,
until his rents come in, seems fairly entitled to assistance
from his banker. But should a landlord who 1s living
beyond his mcome, ask for an advance almost equal to the
value of lus deeds, he would not be likely to obtam 1. It 15
not now illogal to charge higher than five per cent. on
ciscounts or loans made on the security of deeds, as by the
Act 17 and 18 Vie c. 90, passed in 1854, all laws against
usury are repealed.

Another kind of security 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 cuwcumstances of each case. In advancing
upon bills of lading, the banker must see that he has all the
bulls of the set ; for if he has not all, the holder of the absent
bill may get possession of the property. It 1s also necessary
that he have the policy of assurance, that, m case the ship be
lost, he may claim the value from the msurers. In advances
upon dock warrants, the banker should know that the value
of the goods 1s equal to his advances, and will also give him
a margm, as a security against any fall in the market price.
But, m truth, no banker should readily make advances upon
such securities. Now and then he may take them as col-
lateral security, for an advance to a customer who 1s other-
wise respectable. But if a customer requires such advances
fiequently, not to say constantly, 1t shows that he is con-
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ductmg his business m a way that will not ultimately be
either for hus own advantage, or that of his banker.

A banker should never make any advances upon life
policies. They may become void, should the party commait
swicide, o1 die by the hand of justice, or m a duel; or if he
go without permission to certam foreign countries. The pay-
ment may be disputed, upon the ground that some deception
or concealment was practised, when the policy was obtained.
And, m all cases, they are dependent upon the contmued
payment of the preminms, The value of a policy, too, 1s also
often overrated The insured fancies that hus policy mcreases
m value m exact proportion 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 m a way that remunerates the office for the risk they
have rub durmg the years that are past; and the valuation
has a 1eference only to the future. Thus, if a man, at 20
years of age, msures his life, the expectation, or probability
of Iife, as 1t 15 called, that is, the number of years he is Iikely
to live upon the general average, 15, according to the North-
ampton tables, 83 If he wishes his representatives to
recerve 1,0007 at his death, he will pay a propoitionate
annual premum. ‘When 40 years of age, he will have paid
twenty premrums, and he may fancy that his policy 15 worth
the total amount of the premiums. But the policy 15 valued,
not with reference to the past, but with reference to the
future. At 40 years of age his “expectation of lfe” 1s
not 13, but 23 years. It 1s then calculated, that 23 years
hence the policy will be entitled to 1,000Z; but that the
annual premmums must be paid m the meantime. The
value of the policy, therefore, 15 the present value of tlus
1,000Z less the present value of all these annual payments.
Should he wish to sell his policy when he 15 60 years of age,
he will find that it 18 proportionably less valauable, for his
expectation of life will still be 13 years. A short rule for
ascertaming the expectation of Iife, accordmg to the Noith-
arapton Tables, is to take the age from the number 86, and
then divide by 2. The value of a policy 15 generally about
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one-third of the amount of all the premiumg that have been
aid.

F 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 heretdfore, and yet wants
larger discounts—if the bills offered for ciscount are drawn
upon an inferior class of people—if, when his bills are un-
pad, he does not take them up promptly—if he pays his
money late m the day, just i time to prevent s hills or
cheques bemg returned through the clearmg ; but, above all,
if he 1s found cross-firmg : that 1s, drawmg bills upon parties
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. Thewr cheques are
pad mto 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 parties, too,
bave recourse to forged or fictitious bills, which they put into
circulation to a large amount. The best way for a banker to
guard agamst loss from this practice is, to mqure m all cases
about the accepters of the bulls that he discounts, not only
when his customers are doubtful, but even when they are
deemed respectable. Indeed, 1t 18 only people m good credit
that can pass fictitious bills.

The banker’s rule 1s, that they who have discounts must
keep a proportionate balance - this is useful, as the amount
of balance kept 1s an indication of the circumstances of the
party. ‘When a customer has heavy discounts, and keeps but
a small balance, 1t may usually be mferred that he 1s exther
enbarrassed m lus affawrs, or he 1s trading beyond his capital.

The operation wl .z is called “ nursing an account,” some-
times requires considerable prudence, tact, and perseverance.
A banker, having made considerable advances to a customer,
suddenly discovers that the party is not worthy of the confi-
dence he has placed m him. If these advances should be
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called up, or discontmued, the customer will break, and the
banker sustain loss. The banker must be governed by the
circumstances of each case. It is sometimes best to contmue
to discount the good bills, and refuse those of a different
character; and thus giadually weed the account of all the
inferior securities. Sometimes he may get the customer to
stipulate that he will dimimsh s advances by certain fixed
amounts, at certain periods; and thus, by alternately refusing
and complying, the banker may at length place himself mn a
state of security. At other tumes, the banker may offer to
make still further advances, on condition of recerving good
security also for what has been already advanced. Tlis plan
15 advisable when the additional advance is mnot propor-
tionably large, and the secuiity is not mconvertible, other-
wise the plan 1s sometimes a hazaidous onme. It requires
some courage to look a loss m the face. And 1t has occurred
that a banker, rather than sustain a small loss, will consent
to make a further laige advance upon mconvertible security,
and the locking up of this large advance for an indefinite
pertod has proved the greater evil of the two. In fact, some
of the largest losses of fallen banks have been made m this
way. They have, m 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 1f the customer
falls, the bank must fall too, for the sake of self-existence,
further advances are then made; these too are found in-
effectual, and ultimately the customer and the bank fall
together.
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SECTION V.

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

WaEN a banker has discounted a bill, 1t is handed to the
accountant, who will see that 1t 15 drawn on a mght stamp.
The accountant will read 1t through, and see that 1t is
properly drawn, and will observe that the sum in writing
corresponds with the sum expressed m figuies, and that no
alteration has taken place m the amount, the date, the term,
or the place at which 1t 15 made payable; for these are
material alterations, and would affect the vahdity of the bull.
He will then calculate the time at which 1t falls due, and
place this date upon the bull, or, if 1t was there before, he will
check 1t, and see that 1t is right. He will then turn it over,
and see that 1t is ndorsed by the party in whose favour 1t is
drawn, and also that the subsequent mdorsements are regular
and properly spelled, for if there be a variation of a smgle
letter m the spelling of a name, the payment of the hill
could not be legally enforced. He will also observe that the
bill is mdorsed by the party for whom 1t 15 discounted. He
will then pass the bill through the books,* and at the close
of the day deliver 1t with the others to the banker. The
banker will, on the following morning, put these bills away
in his bill-case according to the dates at which they fall due.
This pownt 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 1t due ?” for among a multitude of
blls, the only way of readily finding any individual bill 1s to
turn to those that fall due on the same day. Every day the
banker looks out the bills that fall due on the followmg day,
and hands them to the chuef clerk (or, m some cases, the
chief clerk himself has the charge of the bills), who, after

* These books aie described m the Section on Banking Book-keeping
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checking them against the books, distributes them among
the clerks who are to collect them. If the bill be not paid,
1t 15 noted on the same evenmg, and on the following
mornng returned to the customer for whom it was discounted,
and lus account 15 debited for the amount. But if the party
has not the sum to lus credit, and the banker does not like
to trust him, he merely recerves notice of 1ts dishonour, and
notice 18 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, 1f the
paities are supposed to be “worth powder and shot,” 1l 15
handed to the bank’s solicitor

I shall give a short description of Bills of Exchange, and
notice a few of those pomts of law and of business which are
of most importance to practical banlers.

A Tl of exchange 18 a written order from one peison to
another, directing him to pay a sum of money erther to the
drawer or to a third person at a future time. This 18 usually
a certain number of days, weeks, or months, either after the
date of the ll, or after sight; that 1s, after the person on
whom 1t is drawn shall have seen it, and shall have written on
the ll his willingness to pay it. The party expresses this
willingness by writing on the bill the word  aceepted,” and his
name. If the bill be drawn after sight, he also writes the
date of the acceptance.

If the party m whose favour the bill is drawn wishes to
transfer 1t, he writes his name on the back. This 15 called
an indorsement ; and may be either special or general. A
special mndorsement 1s made to a particular party; as, “Pay
to Messrs. John Doe-& Co or order” A general, or blank
indorsement, 1s when the person merely writes his name. It
is held by the lawyers* that a special indorsement cannot
follow a general mdorsement, and that m such a case the
holder may sustain an action for the amount, though the bill

* If a bill be once mdorsed in blank, though afterwards mdorsed n full, 1t
will stall as agamst the drawei, the payee, the accepter, the blank indorser, and
all mdorsers before hum, he payable to bemer, though as agmmst the speecal

mdorser umself fitle must be made through lus mndoisee.—Serjeant Byles on
Buls of Bxchange, p. 115,
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be not mdorsed by the party to whom it is thus specially
assigned. In practice, however, this 15 very common; and
bankers always refuse to pay bills not pioperly indorsed,
even though previous indorsements may be general. But, in
regard to post bills, the Bank of England pays no regard
to any spectal mdorsement that may follow a general n-
dorsement.
The following 1s the form of a Bill of Exchange *—

£1000. London, 1st of Muy, 1827
Two months after date, pay to the order of Messrs Quick,
Actwe, & Co (or me or my order) the sum of One Thousand Pounds,

Jor value recevved.
Hearty, Jolly, & Co.

Accepted, payable at
To Messrs John Careful & Co. Messrs Steady & Co., Bankers.
Southwark. Joln Cuwrgful & Co
A Promissory Note is as follows :—
£1000. London, 1st of May, 1827.

Two months after date, we promase to pay Messrs LHearty,
Jolly, & Co , or thew order, the sum of One Thousand Pounds, for value

recerved
Joln Careful & Co

At Messrs Steady & Co.,
Bankers,
Lombard Street.

The acceptance 1s usually written across a bill, but should
always be on the front, not on the back of the hill. An
mdorsement, as the name implies, should be placed on the
back.

The person who draws a hill 1s called the drawer; the
person on whom 1t 1s diawn 1s called the drawee - after the
bill 1s accepted the drawee 1s called the accepter. The person
who indorses a bill 1s called the indoiser, the person to
whom 1t 15 indorsed is the mdorsee. The person who pays
a bl is the payer; the person to whom 1t is paid s the
payee. These and similar terms may be illustrated by &
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circumstance said to have occurred on the cross-examination
of a witness, on a trial respecting a mortgage — Counsellor-
“Now, sir, you are a witness m this case; pray do you know
the difference between the mortgager and the mortgagee *”
— Witness.  ““To be sure I do. TFor instance, now suppose I
nod at you, I am the nod-er, and you are the nod-ee.” The
word discountee, denoting the person for whom a bill 1s dis-
counted, is not used m England, but I observe in the par-
hamentary evidence that 1t was employed by some of the
witnesses from Scotland.

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

Some parties, when they indorse a bill, write at bottom,
“In case of need, apply to Messrs. C. D. & Co” That is, 1f
the bill be not paid when due, Messrs. C. D. & Co. will on
the day after it is due pay 1t for the honour of the mdorsers.
The notaries always observe the “cases of need” upon the
bills that come mto their hands, and apply to the proper
parties. The advantage of placing a case of need upon a bill
is, that the paity endorsing 1t 1eceves it back sooner m case
of non-payment. It also makes the bill more respectable,
and secures 1ts circulation.

Were it not for the space 1t occupies, it would be very
desirable that the mdorser of a bill of exchange should be

* To remove all doubts upon this subject, an Act of Pathament was passed
(7th & 8th Geo IV chap. 5), which enacts “that fiom and after the tenth day
of Apnl, one thousand eight hundied and twenty-seven, Good Fuday and
Ohnstmas-day, and every day of fast o1 thanksgiving appomted by his Majesty,
15 aid shall for all puposes whatever, as 1egads bills of exchange and promis-
so1y notes, be treated and considered as the Lord’s-day, commonly called Sun-
day” This Act does not extend to Scotland, but 1t has since been extended to
TIieland  This Act does not vitiate a hill dated on a Sunday
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compelled to state also his address. This would prevent
forged and fictitious indorsements, and give a banker who
discounts a bill, a better opportumity of ascertaming the
respectability of the parties In case, too, the bill was un-
paid, he might immediately apply to all the indoisers, whereas
now he has to find them out m the best way he can The
idorsers and drawer of a bill would have earlier notice of 1ts
non-payment, and have a better opportunmity of obtaming
their money from the antecedent parties

Bulls are divided into Inland and Foreign. Inland bills
are those in which both the drawer and the accepter reside
m England, Bills drawn from Scotland, or Ireland, are
considered as foreign bills. If a foreign bill be refused ac-
ceptance or payment, it should be immediately protested
and returned. An iland bill 1s only noted, and then only
when refused payment. A foreign bill may be accepted
verbally, or by letter; but no acceptance of an inland hill 1
valid, unless written upon the bill tself.*

‘When a merchant m one countiy draws bills upon a mer-
chant residing m another country, he usually draws them in
sets that is, he draws two, three, or more bills of the same
tenor and date These lills are sent to his correspondent by
different ships. Thus he secures the swiftest conveyance, and
his remittances will not be delayed by any accident that may
happen to an mdividual ship. In drawmng these bills, 1t is
always expressly stated whether each bill be the first, second,
or third of a set, as, “Pay this my first of exchange (the
second 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 sometimes send over the first bill to his correspondent
London, to get 1t accepted, and to retam 1t 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
house in London. He will then sell 1t or pdy 1t away. By
this means he 1s sure that the bill he negotiates will not be
returned to him, and greater value is given to his bill, not

* S8ec 1 & 2 Geo IV cap, 78,
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only as it has the additional security of the accepter’s name,
but, if it be drawn after mght, it wall become due so much
the sooner. When the second hill arrives m London, the
holder takes 1t to the house where the first 13 deposited, and
it 18 immediately given up to hum,

Foieign bills ae 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 Spam and Portugal, two months, from Sweden,
seventy-five days; from Italy, three months, Where 1t is
necessary to divide a month upon a half usance, which 1s
the case when the usance is either one month or three, the
half month 18 always fifteen days. Bills drawn from Russia
are dated according to the old style, and twelve days must be
added to the date, in ovder to ascertain at what time they
fall due.

A Till is sometimes accepted for the honour of the drawer,
or of one of the mdorsers. Thus, if a Lill fiom Hamburgh
be drawn upon a person in London, who refuses to accept
it, another party, knowmg the drawer or one of the indorsers
to be a 1espectable man, may accept the bill himself, for the
honour of the party with whom he 1s acquamted. By this
means he prevents the bill bemng returned with expenses.
This kind of acceptance renders him hable to pay the bill on
the day after 1t 15 due, but he can afterwards recover the
amount from the party for whose honour he has accepted 1t, and,
of course, from all preceding parties, But, to secure himself,
he must not accept the bill until after 1t has been 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 hill 18 due, he must not pay it, until 1t has been presented
for payment to the drawee.

Bills accepted, and made payable at a banking-house, m
the usual manner, without the addition of the woid onNvy,
may be preserited either at the bankmng-house, or at the
residence of the accepter. In either case, 1t 15 a legal pre-
sentment,* as far as regards the accepter. In practice, how-

: *1&2 Geo IV cap 78
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&

ever, bills are always presented at the place where they are
made payable. If a bill be addressed to a bankmg-house or
any other place ONLY, the payment cannot be enforced until
1t has been 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 bankers reccive any unaccepted bills, they send
them out for acceptance, if they have four days to run.
They are left at the house of the drawee, and are called for
on the followmg day. On the day the hills are due, the
tellers present them m the morning, at the place where they
are made payable. If not paid whén presented, they lsave
a printed notice or direction, of which the followmg is a

copy .—

Bill for £
Drawn by Mr.
On Mr
" Ines due at Messrs. Steady & Co,
No Lomban d Street

Please call between Two and Four dclock

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 1t 15
not pard. The bill is then refurned to the customer. If it
be a foreign bill, that 1s, drawn from any foreign land, 1t
must be protested. Foreign bills are also protested for non-
acceptance , but mland bills are not, nor even noted, but the
party who remitted the bill to the bankmg-house is advised
of the eircumstance.

By the Act 16 and 17 Vic. c. 59, it is enacted that drafts
or orders for the payment of any sum of money to the bearer
on demand, shall be liable to a stamp duty of only one penny.
“By the same Act, bankers are allowed to state in their deposit
receipts the rate of mterest allowed for any sum of money
placed in their hands, without being subject to stamp duty.

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

No. 457, London, May 1, 1827,
Messrs, Hope, Rich, & Co. Lombard Street.
Pay Jokn Doe, Esq. or bearer, the sum of One Hundred Pounds
£100. Peter Thrfty & Co

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

A bill given for an 1llegal consideration cannot be enforced
by the drawer, but 1t may be enforced by an innocent holder
who had no knowledge of the 1illegal consideration, and who
received the bill before it was due. The principal illegal
considerations are those arising from wusury, gamblmg, and
smuggling. But by the Act 17 and 18 Vie. c. 90, passed n
the year 1854, the laws of usury are abolished.

The following are the Tables of Stamp Duties upon Bills
of Exchange, corrected down to, and including 27 and 28
Vic. cap. 56, 1864.

Bull of Bxchange (Indand), payable in any other way than to bearer on
demand.

Not exceedmg £5 . . . . . . . . £0 01
Exceeding 5 and not exceedmg  £10 002
» 10 » » 25 00 3
» 25 " » 50 006
» 50 » 3 75 009
» 75 ,, ” 100 010
» 100 » » 200 020
» 200 ” » 300 030
» 300 » . 400 040
» 400 » » 500 050
» 500 s 3 750 076
» 750 » » 1000 010 0
» 1000 ”» » 1500 015 0
» 1500 » » 2000 100
1 2000 » » 3000 110 0
» 3000 ” 4000 200
» 5000, then for every £1 ,000, or pa.rt of
£1,000 . 010 0
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Bl of Exchange, Draft or Order (Forewgn)—Drawn or endorsed, or
negotiated out of the Umited Kimngdom, for the payment of money,
on demand or otherwise within the Umted Kingdom, same duty as
on an Inland Bull up to £100, then for every £100 or fractional part of
£100 . . B0 10

The payers of Foreign Bﬂls to cancel adheslva stamp by writmg
“Paad ” thereon

Bulls of Erchange (Foreuyn)—Drawn m, but payable out of the Unated
Kmgdom

If drawn smgly, or otherwise than m a set of three —Sa.me dutyas on
an Jnland Bl

If dvawn 1 sets of threc, for every Bill of each set

Not cxceeding  £25 .. . B . .£0 0 1
Exceedmng 25 and not exceedmg  £50 002
2 50 » ”» 75 00 3
» 75 2 2 100 00 4
» 100 » » 200 00 8
2 200 » 2 300 010
» 300 » ‘s 400 01 4
,, 400 » ” 500 018
" 500 » » 750 026
” 750 2 » 1000 03 4
» 1000 » ,, 1500 05 0
. 1500 . ,, 2000 06 8
s 2000 » 2 3000 010 ©
» 3000 4000 013 4
» 4000 then for every 13111 of the set
for every £1,000, or part of £1,000 0 3 4

Promissory Note.—Same Scale as Bulls of Exchange payable m any
other way than to bearer on demand.

Bulls of Eachange and Promssory Notes cannot be stamped after they
are signed, unless 1mpressed with stamps of wrong denommation but
sufficient value.

Draft or order (Inland), for payment of money to bearer o1 to order,
on demand Al documents, termed letters of credit, whereby any
person shall be entatled to draw upon any other for any sum of moncy

therem mentioned . £0 0 1
Draft, or Order, for payment of money to bemel or to order drawn on
any banker . £0 0 1

“The holder of any bill of exchzmge dmwu out of the Umted King-
dom, and not having a proper adhesive stamp affixed theieon as herem
darected, shall, before he shall picsent the same for payment, or mdoise,
transfer, or m any manner negotiate such hill, affix thereon a proper

E 2
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adhesive stamp for denotmg the duty by this Act charged on such bill,
and the person who shall mdorse, transfer, or negotiate such bill shall,
before he shall deliver the same out of his hands, custody, or power,
cance] the stamyp so affixed by writimg thereon is name or the name of
Ius firm and the date of the day and year on which he shall so write the
same, to the end that such stamp may not be agam used for any other
purpose, and if any person shall present for payment, or shall pay or
mdorse, transfer, or negotiate any such hill as aforesmad whereon there
shall not be such adhesive stamp as aforesad duly affixed, or if any
person who ought as directed by this Act to cancel such stamp m man-
ner aforesaid shall refuse or neglect so to do, such person so offendmg
in any such case shall forfeit the sum of fifty pounds, and ‘no person
‘who shall take or recerve from any other person any such bill as afore-
said, erther m payment or as a security, or by purchase or otherwise,
shall be entitled to recover thereon, or to make the same available for
any purpose whatever, unless at the time when he shall so take or re-
cerve such bill there shall be such stamp as afovesaid affixed thereon
and cancelled m the manner hereby divected ”

If a woman accepts a bill, and 1s married before 1t becomes
due, her husband may be sued for the amount, but she can-
not. If a Dbill be mdorsed to a woman, who afterwards
mairies, her husband must indorse the hill, unless she in-
doises 1t as the agent and by the authority of her husband.
Should she have occasion to sue any of the antecedent parties
to a bill, the action must be brought m. the name of the lwus-
band, or else in the jomt names of the husband and the wife.
If a woman who is actually mairied accepts a bill by and
with the authority of her husband, the acceptance is bindmg
on the husband; but if she accepts a bill without his au-
thority, 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 accepter,

~drawer, or indorser of a bill of exchange, cannot be sued at
law, except the ill be drawn upon him for necessaries, but
if he draw’a bill, and transfer 1t to a third person, the third
party may sue the accepter The term ‘“necessaries” 1s
generally considered to meclude 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 neces-
sary to the son of a nobleman which would not be necessary
to a man of an inferior station in society.



on Banking. . 53

If the drawee refuse to accept a bill, the holder may im-
mediately bring an action for the amount agamst all the
other parties, without waiting until the bill becomes due
And should the word “at™ be written before the name of
the drawee, 1t makes no difference, especially 1f it be written
m such a manner as if designed to escape observation. But
it 15 the practice of the London bankers to hold bills refused
acceptance, and meiely give notice of the circumstance to
the party who sent it to the bank. If, however, 1t be an
mland hill, drawn after sight, the bill 1s noted for non-accept-
ance If 1t be a foreign hill, 1t 15 protested, and the protest
sent to the last mndorser. If the bill be not paid when due,
1t 15 then protested for non-payment, and with the second
protest returned to the last mdorser. When a bill 1s drawn
after sight, the day on which it 1s noted or protested for non-
acceptance, 1s regarded as the day on which the drawee has
seen 1t, and the time on which 1t will become due is calcu-
lated accordmngly.

If the accepter, drawer, and all the indorsers to a bill
become bankrupts, the holder may prove for the full amount
under each commussion, and receive a dividend under each,
provided he do not 1eceive altogether more than 20s m the
pound. But 1f he 1eceive a diidend under one commission
before proving under the others, he can only prove for the
balance.

If a bill be lost, immediate notice should be given to the
accepter, and to the bankers or other parties at whose house
it may be made payable. If, after such notice, they pay the
bill to any person who has not given value for it, they are
accountable to the loser. But a person who has given value
for a lost or stolen Dill, to a thief, or to a finder, can recover
the amount fiom all the parties in the same way as though
he had received it m the course of business from the last
mdorser, provided the bl was not specially mdorsed. But
if 1t was specially indorsed, and the thief or finder should
have forged the mdorsement, the holder cannot recover the
amount, even though he may have given value for the hill,
but he must sustain the loss
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1If a lost bill should have been specially indorsed, or if the
loser can prove that the bill has been destroyed, he can bring
an action against the accepter for the amount. But if he
cannot prove that the hill is actually destroyed, and it was
indorsed in blank, he cannot recover from the accepter. For
1t is possible that a finder may pass it for a valuable consider-
ation to another party, who would thus be a boné fide holder,
and might compel the accepter to pay him the amount. In
this case, therefore, the loser has no redress m law, but he
may apply to a court of equity, and might obtam an order
upon the accepter to pay the amount of the lost bill upon
receiving a satisfactory indemmity. The loser 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 possession,

A country banker gave change for a Bank of England
note for 1007 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 1ace-course, and gave a fictitious address, which was
witten on the note. The loser of the mote brought an
action against the banker, and recovered the amount. The
Judge who tried the cause, stated that in Ius opinion there
had been laches, 7., neglect on the part of the bankers m
not making further inquiry, and under his direction the jury
retuined a verdict for the plamtiff.

Referring to the above decision, Sergeant Byles observes:—

“ But 1t 15 now defimtely settled that if 2 man takes %onestly an mstru-
ment made or become payable to bearer, he has a good title to 1t, with
whatever degree of neglgence he may have acted, unless his gross
neghgence mduce the jury to find fraud. ™

The following case was tried in the Comt of Queen’s
Bench .—

The question mvolved was the right of money-changers to take Bank

of England notos m disregard of notices that they had been stolen  The
action was brought by Messrs Adam Sprelmann and Co , of London, as

* Byles on Bills of Exchange, page 126
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correspondents of Messrs. Meyer Spiclmann and Co , of Paxis, to recover
the amount of two Bank of England notes for 5007 cach, which had
formed portions of notes, for the value m all of 3,000, stolen from
Messrs Brown, Shipley and Co, of Liverpool The notes were stolen m
November, 1852, and 1t was proved that notices of the robbery were
delivered at the places of busmess of both firms. One of the notes was
alleged to have been 1eceived by Meyer Spielmann and Co, m Panms,
fiom a person giving the name of G F. Howard, and the other from
A Monteaux, a money-changer m Paris, which note also had the namo
of G F. Howard upon1t Both notes were remitted by Messrs Meyer
Sprelmann and Co to Messis Adam Spielmann and Co, and recerved
by them m London. On behalf of the plamtift 1t was contended that,
the notes having been taken in the ordimary course of busimess, he was
entitled to recover upon them Tord Campbell left to the jury the
question whether Meyer Spiclmann took the motes dond fide and for
value , whether Adam Spielmann recerved them dond fide as a remit-
tance, and whether the notices were left at the places of busmess of
both parties The jury found that Meyer Spielmann and Co did not
take the notes bond fide for value; that Adam Spielmann and Co dwd
take them bond fide as a remitlance, and that the mnotices were duly
recerved. Upon tlus findmg, Tord Campbell directed a verdict to be
cntered for the Bank of England ”

The Editor observes :—

“Tt 15 hoped that this decision will have the effect of preventmg the
practice, which has become too common, of takimg stolen notes, which
cannot be passed m England, to the chief cities of Europe, and there
obtaming the amount through money-changers, who afterwards clamm
the value fiom the Bank, on the ground that the notes have been taken
m due course of busmess, although, m fact, no sufficient mguny has
been made as to the bona fides of the transaction, or the respectability of
the paaties presentmg them **

But in a sumlar action brought by Messrs. Raphael and
Co. on the part of Messrs, St. Paul and Co., of Paris, against
the Bank of England, for the amount of another of these
stolen notes, the verdict was for the plamtiff. The following
were the points on which the jury were directed to decide .—

“1 Was the moncy pard® 2. Were the notices served on St Paul
and Co,? 3 Did they know of, and had they the means of knowledge
of the robbery at the time they discounted the mote?® The juiy, after
retirmg for thiee quarters of an hour, found, m answer to these ques-
tions,—1. That Messrs St Paul gave full value for the note 2 That
the notices were served 8 That the notices were not taken proper

= Bankers' Magazme, Maich 1855
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care of, and that St Paul had the means of knowledge 1f he had taken
proper care of the notice, but that he did not kmow of the loss at the
time, and, lastly, that the plamtiff took the note bond fide A

““ Verdict for the plamtiff—5347 Execution to be stayed, but no
points reserved

Any material alteration of a bill of exchange vitiates the
bill, and 1t cannot be legally enforced against any of the
paities, unless the alteration be made before the bill be
accepted, and also before 1t has passed out of the hands of the
drawer,

Thus, 1f 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 mot affect the vahdity of the
bul: butif the bill e left for acceptance 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
crawer or payee, or appowmting a new place of payment, 18 a
material alteration, and requmres a new stamp. But any
alteration made only with a view of corecting a mistake does
not vitiate a bill, provided it be made with the concurrence
of all the parties. If a drawec accepts a bill, and before he
gives the bill out of his possession cancels his acceptance, he
cannot be compelled to pay 1t.

A Tull 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 civcumstances. If a bl
be presented at a banker’s after the hour of busmess, the
presentment is not 1 reasonable time. Nevertheless such a
presentment is a legal presentment, if the banker or any
peson on his behalf should be there to give an answer to the
party presenting it.

Cheques, 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 ig not bound to present it at the banler’s till the next
mornimng ; and 1f the bank was at a distance, he was not
bound to put the cheque mto the post-office untal the next
day. But, peahaps, it would not be safe to 1cly upon these
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decisons. No general rule can be given ; for the time which
may be reasonable m one case may be unreasonable m

another.
If a banker receives a bill or note by post, he 1s not re-
quired to present 1t until the next day.

“ A man talang a bill or note payable on demand, or a cheque, 18 not
Dound, laymg aside all other busmess, to present or transmmt it for
payment the very first opportumity It has long smce been decided, m
numelous cases, that, though the party by whom the bill or note 1s to
be pazd hive 1m the*same place, 1t 18 not necessary to piesent the mstiu-
ment for payment i1l the mornmg next after the day on which 1t was
recerved And later cases have established, that the holder of a cheque
has the whole of the bankmg hows of the next day withm which to
present 1t for payment **

In the followmng case 1t was decided that the presentment
of a bill of exchange at the clearmg-house 1s a legal piesent-
ment.

«On the 11th September, between one and two o’clock, the defendants
gave the plamtiffs a cheque upon Bloxam and Co, then,bankers, m
payment for goods The plamtiffs lodged the cheque with Messrs
Hariison, then bankers, a few mmutes after four, and they presented 1t
between five and six to Bloxam and Co , who marked 1t as good Tt was
proved to be the usage among London bankers not to pay any cheque
presented by or on behalf of another banker after fom o’clock, hut
merely to mairk 1t 1f good, and pay 1t next day at the clearing-house
On the 12th at noon Harrisons’ clexk took this check to the cleamng-
house, but no person attended for Bloxam and Co , who stopped payment
at mme on that morning, and the cheque was therefore treated as dis-
honoured The plamtiffs, m gomg with the cheque to Hairisons’,
passed Bloxams’ house On a case stating these facts, the court held
that there had been no laches m the plamtiffs, ;n not presenting the
cheque to Bloxam and Co on the 11th for payment, or m his bankeis,
m not presenting 1t at the bankimg-house, but merely at the clearmg-
house, and therefore gave judgment for the plamtiff ”+

Bulls may be negotiated after they are due, but the party
receiving an ovei-due bill cannot acquwe a claim which the
party holding the bill did not possess. For istance, one
party may draw an accommodation bill upon another. As in

* Byles's Law of Bills of Exchange, page 123,
1 Bayley on Bills of Exchange
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this case 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 even for value after i became due, the third
party could not sue the aceepter, but would stand 1 the same
situation as the drawer. .

If a party lodge bills with a banker for the purpose of
being collected, and the amount when received to be placed
to his credit, and the banker gets them “discounted, and
applies the money to his own use, the customer has no
redress except agamst the banker. The party who has given
value for the bills to the banker can enforce payment 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 Treatise
on Bulls of Exchange.

“ Though no prescribed form be necessary for notice of the dishonour
of anll o1 note, 1t ought to mport that the person to whom 1t 15 given
is considered hable, and that payment from him 1s expeeted.

 And the notice ought to mport that the il or note has been dis-
honoured & mere demand of payment and threat of law proceedmgs m
case of non-payment 15 not sutheient

“Especially if such demand be made on the day the bill or note
becomes due

« Notice must be given of a farlure m tho attempt to procure an
acceptance, though the application for such acceptance mght have been
unnecessary, otherwise the person guilty of the neglect may lose lus
remedy upon the bull.

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

“ A notice from the holder or any other party will msure fo the
benefit of every other party who stands between the person giving the
notice, and the person to whom 1t 1s given Therefore, a notice from
the last mdorsee to the drawer will operate as a notice fiom each
mdorsce

“Tt 18, nevertheless, prudent m each party who recerves a notice, to
give immediate notice to those parties agamst whom he may have right
to claim , for the holder may have omitted notice to some of them, and
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that will be no protection, or there may be difficulties in proving such
notige

HQA notice the day the bill or note becomes due is not too soon, for
though payment may still be made within the day, non-payment on
presentment 1s a dishonour

“To such of the partzes as reside in the place where the presentment
was made, the notice must be given at the farthest by the expiration of
tho day followmg the refusal to those who 1eside elsewhere, by the post
of that or the next post day. Each party has a day for giving notice,
and he 15 entitled to the whole day, at least, exght or mme o’clock ab
mght 15 not too late He will be entatled to the whole day, though the
post by which he 1s to send 1t goes out within the day

“ And though there be no post the succeeding day for the place to
which he 1s to send. Therefore, where the notice 1s to be sent by the
post, 1t will be sufficient 1f 1t be sent by the post of the following day
Or, 1f there be no post the followng day, the day after

' Where a party 1ecerves notice on a Sunday, he 18 m the same situa-
tion as 1f 1t dud not reach lum till the Monday, he 18 not bound to pay
1t any attention till the Monday, and has the whole of Monday for the
purpose S0, 1f 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 ap-
pomted by proclamation for a solemn fast or thanksgiving, the notice
need not be given untl the followng day.

“And 1t has been held that where a man 18 of a religion which
gives to any other day of the week the sanctity of Sunday, as m
the case of the Jews, he 1s entitled to the same mdulgence as on
that day

“ Where Christmas-day, or such day of fast or thanksgrving, shall be
on a Monday, notice of the dishonour of bills or notes due or payable
the Satmday precedmng need not be given unfil the Tuesday

«And Good Friday, Chrstmas-day, and any day of fast or thanks-
giving, shall, from 10th Apiil, 1827, as far as regards hills or notes, bo
treated and considered as Sunday

“But these provisions do not apply to Scotland

“ If the holder of a bill or note place 1t 1n the hands of his banker, the
banker 1s only bound to give notice of its dishonour to his customer, m
Tike manner as 1f the banker were himgself the holder, and his customer
were the paity next entitled to notice

“ And the customer has the Iike time to commumecate such notice, as
1f he had recerved 1t from a holder

“ And thercfore, by thus placing a bill or note m a banker’s hands,
the number of persons from whom notice must pass 1s mereased
Dy one.

“Thus notice gent by a London banker to a London customer, the
day afier the dishonour, 15 m time, and 1f the customoer commumecate
that notice the day following, that wall be mn time also
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“It 13 no excuse for not grving notice the mext day after a party
receives one, that he received his notice earlier than the preceding
parties were bound to give 1t, and that he gave motice withm what
would have been proper time 1f each preceding party had taken all the
time the law allowed him The tune 15 to be calculated according to
the period when the party m fact recerved hus motice Nor 1s 1t any
excuse that there are several intervemng parties between him who gives
the notice, and defendant to whom 1t 18 given, and that 1f the notice had
been commumeated thiough these mtervenng parties, and each had
taken the time the law allows, the defendant would not have had the
notice sooner.

“Sending a verbal notice to a merchant’s counting-house m the
ordmary hours of busmess, at a time when he o1 some of his people
1ght reasonably be expected to be there, 1s sufficient, 1t 15 not neces-
sary to leave or to send a wutten notice, or to send to the house where
he Iives Sending notice by the post 1s sufficient, though 1t be nob
recerved, and where there 15 mo post, 1t 15 sufficient to send by the
ordmnary mode of conveyance

“And 1t 15 not essential the notice should be sent by the post where
there 18 one, sendmg to an agent by a private conveyance, that he may
give the notice, 15 sufficient, if the agent give the notice, or take due
steps for the pmpose, without delay.

“Notice to one of seveial partners 15 notice to all and when a bill
has Dbeen drawn by a firm upen one of the partneis, and by him
aceepted and dishonoured, 1t 13 unnecessary to give notice of such dis-
honour to the firm, for this must necessanly be known to one of them,
and the knowledge of one 18 the knowledge of all

“Upon an acceptance payable at a banker’s, notiee of non-payment
need not be given to the accepter, for he makes the bankers hus agents;
presentment to them 1s presentment to ham

“ A person who has been once discharged by laches from s halality
on a bill or noto, 18 always dischmged And, therefore, where two or
more parties to a bill or note have been so dischaiged, but one of them,
not knowmg of the laches, pays 1t, he pays 1t m Ius own wiong, and
cannot 1¢cover the moncy from another of such partics.”

As many bills drawn in foreign languages pass through
the hands of a London banker, it may be useful to give a
list of some of those words which express the amount and the
time, the two mam pomis m & bill of exchange :—



on Banking. 61

English . One Two Thice Sixty Nmety.
Geaman . . Em Zwer Drer  Sechzig Neunzig
Dutch . . Ben Tweo Drie  Zestig Negentag.
{Qutme-vingt-dlx, or
French . . Un Deux Tiois Soixante
Nonante.

Ttalan . TUno Due Tie Sessanta Nonanta, or Novanta.
Spamash . Uno Dos Ties Sesenta Noventa.
Portuguese Hum Dous Ties  Secenta Noventa.
Swedish . . En Twa Tre Sext Nuthr,
Damsh . Ten To Tie  Tredsmdstyve Haly dstyve.

Englsh . . Two Months after date

Gaman . . . . . Zwe Monate nach dato.

Dutch . . . . Twee Maanden na dato

French . . . . . A deux mos de date.

Ttaduan . < « . A due mes: dopo data

Spnsh . {A dos meses de la fecha

A dos mesos data

Portuguese . . . . A dous mezes de data

Swedish . . Twa Manander 1fran dato

Darmash . . . . . Tomaaneder efter dato.

Tonglish . . . Three days after sight

German . Drex tage nach sicht

Dutch., . . . Drie dagen na zgh

Fiench . . . . Atios jours de vue

A tre giorm vista

Ttalom I {A tre giorm dopo vista

Spanash . . ..o Atres duas vista

Portuguese . . . . A tres dias vista.

Swedwsh . . . . . . Tre dagar efter sigh

Danash . . . Tro dage cfter sigh*

In all the above languages, “at sight” is usually expressed
by @ vista, except the Fiench, which expresses 1t by & vue.
“ At usance” 18 expressed by @ uso or ad uso. The names of
the months so nearly resemble the Englsh, that a mistake
can but rarely occur.

* These pluases aie taken from a small pampllet, called ¢The Interpreter,’
compiled and translated by a Member of the Society of Publie Notaries m
London
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The following are forms of bills in each of the above-men
tioned languages :—

Frexca.
Ialle, le 28 Septembre, 18 . Bon pour £158 9 Sterlings
Aw vingt-cing Décembre prochain, payez par ce mandat & Vordre de
nous-mémes la somme de cont cvnguante-huat lres sterlings 9 schellings
valeur en nous-mémes et que passerez suwvant Paves de

A Messrs.
& Londres.
GERMAN.
Nurnberg, den. 28 October, 18 . Pro £100 Sterling

Zwev Monate nach dato zahlen Sie gegen diesen Proma Wechsel an duw
Ordie des Herrn I Hundert Pfund Sterling den
Werth erhalten.  Ste bringen solche ayf Rechmung lawt Ber ekt von des

Ilerren
ZLondon,

Duron
Grouw, den 1st November, 18 . Toor £59 17 G
Twee maanden na dato gelieve UEQ fe betalen voor dezem onzen
pruma Wisselbrief de secunda niet betaald zynde wan de ordre van de
Ieeren negen & vyfly Ponden zeventwn schelling cn
zespences sterling, de waarde wn rekenanyg UEd stelle het op 1ehening
met of zonder advys van

de Ileer
te London.

TTAnIAN .
Livorno, le 25 Seltembre, 18 . Ler £500 Sterluns,
A Tre mesy data, pagute per queste prima de Cambo (une sol voliu)
al?’ ordine s la somma dv Lwe cinque conto
steriune valute cambuata, e ponete m conto M. S. secondo Pavviso Addvo

A
Londra,
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SPANISH,
Mdlage, @ 20 de Setbre de 18 Son £300
A noventa duas fecha se serviran V¢ mandar pagar por esta primer
de cambio & la orden de loss S™ Tres cientas lbras

Esterlinas en oro o plata valor recibido de dhos 8 que anotaran valor
en cuonta segun awso de

A los 8e
Londres.
PORTUGUESE.
£600 Esterlnos. Insbon, aos 8 de Dezembro de 18 .

A Bessenta dras de vista precizos pagard V- por
esta nossa uniea via de Letra Segura, & nos ou & nossa Ordem o quantus
acvma de Sers Centas Invras Esterlnas valor de mos recebudo em Fa-
zendas, que passera em Comia segundo o aviso de

Ao Senr
Londres
SWEDISH.
Bjorneberg, den 23 September, 18 For £ Sterl 100
Nuttw Dagar efter dato behagade II I, emot demna preme Wewcl
(secundo obetrdd) betale tall Herr elle ordres Ltthun-
dra. Pund Sterling som stalles » rakmang enligt avis
Herrar
London
Dawise
Kjobenhavn, 9 December, 18 Rbae 4,000.

Tre maaneder ¢fter dato behager de ab betale denne Prima Vexel,
secunda vkke, til Herr eller ordre med Fure Tusinde
Rugsbank Daler, Valutta modtuget og stilles + Regnang 1f5lge advis

Ilerrer
London.

Formenly bulls of exchange constituted a large proportion
of the circulating medmum of Lancashire, and supplied the
place of country notes. The followmg account is given
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by J. G]adst-one, Esq, MP., before a Parliamentary Com-
mittee :—

“'We sell our goods, not for payments i cash, such as are usual mn
other places, but generally at crecits from ten days to three months, to
be then paid for m bulls on London at two or three months’ date, those
bills we pay to our bankers, and recerve from them bills or cash when
we have oceasion for erther, to make our payments The bank notes or
gold we vequure for our ordmary purposes and charges of merchandise
of every description. The account 1s kept floatmg The mterest on
both sides 15 ealeulated at the same rate, at present five per cent TLast
year the rate was reduced to four, and the banker chages a commis-
sion of a quarter per cent on the amount of one side of the account,
that charge 18 iy remuneration, and that of his bankers m London, for
paymg our acceptance there, both miland and foreign The account
fluctuates, dependmg on the confidence the banker may have m Ius
customers, if that confidence 18 entire, the customer 1s occasionally in
Tus banker’s debt, but more frequently the balance 18 in his favour

“Does that extend to the whole of Lancashire >—I believe the system
at Manchester, Preston, and the other prmerpal towns, 18 similar, T am
not aware of any other There are some small country bankers m the
neighbourhood of Manchester, who 1ssue promissory notes, bul I do not
know anylhing of them practice none of the more 2espectable banks m
Lancashire do 1ssue them.”*

“TIf T sell a thousand pounds’ worth of goods to a wholesale grocer, or
any other person who agam distributes them to us customeis m the
country, when he comes to pay me the 1,000 he will do so m Iulls, yun-
mng fiom 100 to any other sum; the 1,000/ may be paid an twenty or
thirty bills of exchange, drawn on London, and generally 2t 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 con-
sists of nine parts bills of exchange, and the tenth part gold
and Bank of England notes. Others think, the proportion.
is as hugh as twenty to one, or even fifty to one.t Mr. Loyd
stated he had seen bills of 107 with 120 indorsements upon
them; and when the stamp duties were lower, bills were
drawn of a less amount. He gives the following eriteria of
accommodation bills. «Bills that are issued for speculation

* Lowds, 216, Gladstone + Lords, 227, Gladstone

1 Sec Ewidenco of Lewis Loyd, Esq, and of Mr. Henry Burgess, belote the
Commuttes of the House of Lords, pp. 294, 298,
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generally travel to London very rapidly, with very few in-
dorsements upon them; they are wanted to be converted imto
bank notes immediately, and come quite clean, and without
any marks of negotiation upon them; and besides that, we
know the parties upon them pretty well.” In Scotland an
accommodation bill 1s called a wind bill.

In may be mentioned, that after the establishment of
branches of the Bank of England at Manchester and Liver-
pool, the bill circulation of Lancashire was considerably
diminished. Most of the banks made agreements with the
branch bank, stipulating that, in consideration of having a
certain amount of discount, at a 1educed rate of interest,
they would not 1ssue for local circulation any bills they had
discounted for their customers. These agreements have
been modified since the Act of 1844, but still the main
circulation of Lancashire conssts of Bank of England notes.
It would not now be possible to find a bull with 120 indorse-
ments,

SECTION VL

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

THEE means of a London banker consist mainly of his capital
and his deposits. A certamn portion of this sum is kept in
the till, to meet daily demands; another portion 13 advanced
m the way of discounts or loans to his customers The
remainder forms his surplus fund, of wlich a part will pro-
bably be invested m Government securities; loans to bill
brokers, payable on demand; in short loans on the Stock
Exchange, or mn first-rate bills obtamed through the lill
brokers, and hence styled biokers’ lulls. The Government
securities are the more permanent of these investments,
The amount will seldom vary. It 1s not deemed creditable
for a bank to speculate m the funds, o1 to buy and sell stock
frequently, with a view of making a profit by the difference
YOL. L, P
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of price ; hence a banker sells his Government secuiities
only m a season of pressure, as a means of precaution, or in
order to meet urgent demands. On other occasions, he will,
when necessary, reduce lis short loans or biokers’ Dills.
These form his fluctuating investments. In scasous when
money 1s abundant lus deposits will merease, and perchance,
at the same time, the demand of his customers for loans or
discounts will diminish. His surplus funds will thus inciease.
But these temporary surplus funds he will on no account
invest 1 Government securities, as his deposits will be
certainly, and perhaps suddenly, 1educed, and he might have
to realize his Government secuities at a loss. He will in
this case mcrease his loans to brokers, and his biokers’ bills.
And though he will get as much interest as he can, he will
take a very low interest rather than keep the money unpro-
ductive in his till, or invest it m a more permanent form.
We will now take a short review of the different kmnds of
investment we have mentioned. The three grand points for
consideration are, convertibility—exemption from loss—and a
good rate of interest. But first we will notice those crrcum-~
stances which regulate the amount of cash to be kept in the till.

The amount of money which a banker will keep in his till
depends upon circumstances. Fust, the amount of his
deposits. It is natural to suppose that when his deposits are
large, he will keep more money to meet them than when his
deposits are small.—Secondly, the amount of his daily pay-
ments. These will not at all times correspond 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 proportion 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 deposits, than the bankers at the
West~end.—Thirdly, 1f a banker 1ssues notes, he will keep a
less amount of other money m hus 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 true in seasons of
pressure.  But in ordinary times he keeps less, as ho pays
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the cheques drawn on account of his deposits with his notes,
and these notes ofien get into the hands of another banker,
with whom he settles by a draft on London. His rescrve to
meet his notes is kept, not in his own till, but in London,
where it probably yields him mterest. Indeed, when his
deposits are withdrawn m large amounts, they are more
usually withdrawn by a draft on London than m any other
way —Fouithly, the number of the branches. If a bank has
many branches, the total amount of cash kept in the tills of
the head office and all the hbranches put together will be
considerably more than would be required if the whole of the
busimess were collected into one place In the case of a run
the difference 1s considerable, as every point open to attack
must be well fortified. The stoppage of one branch, even for
a short time, would bring discredit upon the whole establish-
ment.—Fifthly, m London the amount of notes to be kept in
the till will be affected by the privilege of clearmg. Those
bankers that “clear,” can pay bills and cheques upon them
by the lls and cheques they have upon other bankers.
Those banks that do not clear must pay all the bills and
cheques upon them mn bank notes before they receive payment
of the bills and cheques they have upon other bankes.
Hence they must lock up every night with a larger amount
of cash m 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 does 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 hus till low for a day or two,"in expectation of large sums
that will shortly be due to him. Durng the day, too, exther
the recerpts or the payments may be heavier than he expected ;
and hence, now and then, the cashier reports to the chief
clerk or to the banker the state of the till, i order that, if
necessary, it may be replemshed. The temperament of a
banker, too, has some effect in this case. Some bankers are
F 2
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so cautious 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 mfluence the tills of the bankeis. When money is
abundant, a banker will lock up with more money than he
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.
Every banker niust 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-thiid of their deposits. From the accounts published by
some of the London jomt-stock banks, it would appear that
the “cash i hand” is equal to about one-eighth or one-tenth
of their liabilities. Even this, we conjecture, is a lhigher
proportion than that which s generally kept by London
bankers, especially by those who settle their accounts with
each other at the clearmg-house.

To resume ‘—After a banker has farnished his till, and
supphied Ins customers with such loans and discounts as they
may require, he has a surplus of cash. This surplus may be
considered as bemg divided into two parts—though 1t is
never actually so divided—the permanent surplus, which the
banker 18 not hikely to require, except in seasons of extreme
pressure, and the temporary surplus, arising from fluctuations
in the deposits. We shall now notice those modes of invest-
ment to which we have referred.

With regard to Government securities, we have high
authority from the testimony of practical bankers. The
following are quotations given before the Joint-stock Bank
Committee, in the year 1836, by the late Vincent Stuckey,
Esq., the founder of Stuckey’s Banking Company, in Somer-
setshire, and the late James Marshall, Esq., the Sceretary of
the Provincial Bank of Ireland.

Mr. V. Stuckey :—

“What 15 your reason for keeping so large a saum mn Government
stock ®—T have always found from my expeilence, except two days m
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my life, that I could get money moie easily upon those securities than
any other

“Ts 1t easier, 1 times of emergency, to obtamn money on Government
stock than on good Mercantile bills >—T have always found 1t so

“You do not concur with any witnesses who state that they have
found good negotiable bills more easy to obtan money upon than
Government stock?>—No I have never found that with a good bill,
even of the house of Barmg, I could get money more easily than on
Government stock

“Do you consider that, generally spealing, m London the 1ate of
mterest at which you borrow money on exchequer bills and stock 1s
notorwously lower than that at which you borrow on bills of cxchange ?
—Yes, 1t 18 lower, and for that reason we generally adopt 1t.”

Mr. James Marshall -—

“Will you mform the Committee whether 1t 1 the usage of the
Provmmeial Bank to mvest any portion of its funds m the pubhe
securities >—It has been 1ts unmiform practice so to do

“By public securities, what do you understand ®—The Consols, for
mstance there are various kinds of Government stock exchequer
bulls, and Bank of England stock, are generally considered as a public
sort of security

“Do you hold stock mn London only, or m Dublmn as well as m
London?—In Dublm but to a lmited amount, because 1t 1s not easily
convertible theie

“On what ground 1s 1t that 1t 18 not easily convertible m Dublin *—
From the limited natme of the market as compared with London, we
could not sell even an immaterial sum without lowermg considerably
the price

“Have there not been at vaious times, from various causes, runs on
the Provineial Bank, whuch iendered 1t necessary to supply large
amounts of specte to that country >—There have, repcatedly

“Do you consider, from your expetience, that it would have been
competent to the bank to have mamtamed its full security, with
satisfaction to the directors, if they had mot been possessed of very”
considerable funded property m this country >—Certamly not, speakmg
of the last run that happened especially, I must say that that duffered
from any former 1un 1m this respect.

“You were conversant with the management of the Scotch banks
prior to your connexion with the Provincial Bank >—Yes

“Is 1t not the usage of all the Scotch banks m like manner to mantamn
a very considerable portion of thewr funds as mvested m the Govern-
ment secuities >—I believe the piractice with all 1s generally so, but T
can speak particulaily to that of the thiee oldest banks—as they ara
commonly called, the three chartered banks,—the Bank of Scotland was
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erected by Act of Parliament, the Royal Bank of Scotland and the
British Limen Company are evected by charter, but have been 1ecogmised
1m the same way, 8o that there are three public banks i distmetion to
any of the subsequently-formed banks, I can state from personal
knowledge, that these banks have had always a veiy large sum mdeed
mvested 1 the funded property of the kngdom

“Do you consider 1t would be a safe systom of bankmg, if the capital
of the bank was altogether mvested m commereial bills *— Certamly not.”

Of the various kinds of Government stock, comsols are
the best, as there is a more ready market for this kmd of
stock, and money can usually be borrewed on them until the
next account day ; so that, 1f a banker has only a temporary
demand for money, he may thus obtam it at a moderate
mterest, when, by selling his stock at that time, he might
sustain loss. The Bank of England has recourse, sometimes,
to this mode of strengthening her reserve. Sometimes, too,
a banker may make a profit by lending his consols. At the
monthly settlings, among the brokers, stock is sometimes m
demand, and money may be obtamned upon consols, until the
next scttlng, without paying any interest; and the Danker
may employ the money mn the mean time. As, however, the
rate of mterest 15 usually low m such seasons, his profit will
rarely be great.

There are no time bargains in the reduced 3 per cents,, or
in the new 3 per cents. ; but m ordinary times money can be
borrowed upon them at the market rate of interest, In
seasons of pressure these are not so saleable as consols.
Banl stock, India stock, and long annuities, not bemg readily
converlible, are not generally good investments 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 m
Maxrch or June, when they become due, there can he no loss
beyond the amount of the premmum at which they wore
purchased. A banker, too, can borrow money upon them
quietly and secretly. A transfer of stock is always known,
and, 1f for a large amount, will, when money is scarce, excite
notice, and give the impression that the banker is compelled
to realise some of his securitics, to meet demands made upon
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him by his depositors. But a banker can hand his exchequer
bills to a stock-broker, who will bring hum the money, and
the party who has granted the loan will know nothing about
the party for whom it was required. On the other hand,
there are some disadvantages. Almost every change in the
market value of money affects the price of exchequer bills;
and whenever money becomes abundant,the Grovernment are
very apt to reduce the rate of interest much below that
which can be obtamned from consols  But a greater objection
15, that even in ordinary times, they are hardly saleable m
large amounts. There are not now so many exchequer-bill
jobbers as formerly, and hence these bills are not so readily
saleable. On this account, the Bank of England, who weie
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 mvesting
1t in exchequer bills. But they are still a favourrte mode of
investment with bankers at the West-end.

East India bonds yield a higher interest than exchequer
bills, and the imterest cannot be reduced until after twelve
months’ notice from the Governor of India in Council. Bug
they are by no means so saleable. Money, however, may
generally be borrowed upon them; and the loans of the
Bank of England are always announced to be gianted on
« exchequer bills, India bonds, and other approved securities.”

Bonds of corporations, or of public companies, are by no
means proper mvestments for a banker, except to a very
moderate amount, and when they have a short time to run.
They may, however, be taken as secwrity for temporary
advances to respectable customers.

Good commercial bulls, of short dates, have this advantage
over Goovernment stock or exchequer bulls, that a banker 1s
sure to recerve back the same amount of money which he ad-
vanced. He can calculate, too, upon the time the money
will be received, and make his arrangements accordingly. And
if unexpectedly he should want the money sooner, the bills
can, m ordmary times, be reciscountéd in the money market.
Another advantage 15, that he is able to avail lumself of any
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advance m the current rate of interest. e will get no
higher dividend from his investment in Government stock,
ghould money afterwards become ever so valuable. But
with regard to bills, as they fall due he will receive a higher
rate of discount with the new bills he may take, and thus,
a8 the maiket rate of mterest advances, lus piofits will
increase.

The bankers of Lancashire usually keep the whole of their
1eserves m bills of exchange. If they have a “good bill
case,” that is, a large amount of good Inlls in thewr case, they
think themselves prepared to mcet any emergency. Thew
objection to Government securities 15 founded, first, upon the
low rate of iterest which they yield; and, secondly, the
possibility of loss, from fluctuations m price. They contend,
too, that good bills of exchange are moie convertible than
even exchequer bills; and, even if not convertible, the money
comes back as the bills fall dne, and thus the 1eserve 1s con-
stantly replemshed.

The authority of Mr Samuel Gumey, fiom his high
standing 1 the City, is so constantly referred to upon this
subject, that we copy Ius evidence. It was given before the
Committee on Jomt-stock Banks,m the year 1836 ; previous,
of course, to the passmg of the Act of 1844,

“Would not the result from that opmion be, that a properly-con-
ducted ostablishment, whether a puvate or a jomt-stock bank, should
have some Government securitics or exchequer bills on which always to
rely as a resource m & moment of such emergency *—Experience has
shown that 1t 15 not needful, Tills of exchange arc quite as good a
security to hold m time of difficulty as exchequer bills or stock ; m most
respects vory mueh better

“ Cannot you conceive a state of things m the money market—a stato
of mercantile diseredut, for mstance—when 1t mught be possiblo to
procure money on Government seeurrties when 1t could not be mocurcd
on private secunty mn the shape of halls ?—Such difficulty may possibly
cxist under very peculiar cireumstances, but I repeat wy opimon, that
bulls of exchange have proved themselves to be a better mvestment for
bankers than stock or exchequer bills.

“Ib 15 qute mtelligible Why, m owdinary tumes, Malls of exchange
should be a preferable mvestment for moncy, 1 h as there 15 no
sk of loss by vaviation of prenuum m the purehase and resale; but
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would you wish the commuttee to suppose that i the case supposed by
the question, of a great degree of meicantile discredit and doubt, an
amount of exchequer bills would not be a more certam secunity on
which to raise money than the bills of private merchants >—That is a
dafficult question to answer, I doubt it.

“ Supposimg a pertod of difficulty to armse, and two country bankers
came up to London, one who could exhibit Government stock to the
extent of 25,000/ and 25,0000 m bulls of exchange, and the other banker
exhibitmg 50,000/ m bnlls of exchange only, which do you think would
havo the best means of procurmg accommodation m the London market
to pay his engagements >—My apprehension 1s, that they would both
get then supplies upon any paiticular emergency 1t1s my judgment,
that fo a banker a good supply of bills of exchange of first-rato
character 1s a better mnvestment for his funds, for which he 1s liable to
be called upon on demand, than exchequer bills or any Government
security.”

A London banker never considers as a pm:z of his reserve
the bills he has discounted for his customers. Nothing could
damage his credit more than any attempt to rediscount these
bills. Duwing the war, the London bankers had discount
accounts with the Bank of England; and in the panic of
1825, 11, 18 well known they discounted largely with that
establishment. But smce that period they have not done so,
and thew mdorsements are never seen 1 the money maket
The practice 15 now more general of lodging money at call
with the lazge money dealers. And it is in this way that the
London bankers make provision for any sudden demand. It
18 rarely, however, that any large demand comes so suddenly
as to occasion any inconvenience. And it may be observed
that such bankers as are members of the Clearing-house have
the whole day to make preparation—one of the circumstances
which enables them to lock up at night with a smaller
amount of cash,

In the moining the banker looks at his “Cash-hook,” and
observes the amount with which he “locked up” the pre-
ceding night. He then looks at the “Diary,” which containg
Lus receipts and payments for that day, as far as he is then
advised. He then opens the letters, and notices the remit-
tances they contain, and the payments he 1s instructed to
make. He will learn from these items whether he “wants
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money,” or has “money to spare.” If he wants money, he
will “take m” any loans that may be falling due that day,
or he may “ call in” any loans he may have out on demand,
or he may go farther, and boirow money for a few days on
stock or exchequer bills Should he have money to spare,
he will, peradventure, discount biokers’ bulls, or lodge money
on demand with the bill-brokers, or lend it for fixed periods
upon stock or exchequer bills. There are some bill-brokers
who usually make therr rounds every morming, first calling
on the parties 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
the banker how ¢ things are going” on the Stock Exchange,
what operationg are taking place, and whether money is
abundant or scarce “in the house;” also what rumonrs are
afloat that are likely to affect the price of the funds. It is
thus that a banker regulates s mvestments, and finds em-
ployment for his surplus funds.

In our opimon, 1t is best for a banker not to adopt ex-
clusively any one of the investments we have noticed, but to
distribute his funds among them all. We have seen that
practical bankers of lugh standing have been in favour of
Government securities, as bemg at all times convertible. The
objection on the part of others has been, that the value of
these securities very much fluctuates, and as their realisation
will be required only 1 seasons of pressure when the funds
are low, it is sure to be attended with loss. On the other
hand, 1t may be stated, with regard to “loans on demand,”
that the recent farlwes of bill-biokers have shown that the
“demand ” may not always be ieadily met. And with
regard to “brokers’ bills,” the numerous failures among
houses of the first standing have proved that great losses
and most meonvenient “locks-up” may occasionally take
place from such securities. Without condemning other modes
of mvestment, we are strongly mclmed to favour Govern-
ment securities, though fully conscious of the losses they may
occasionally produce. There is one consuleration that must
be taken mto account a bank that has large surplus funds,
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if it makes no investments 1n Government securities, will be
strongly tempted to invest their funds elsewhere in other
securities that may not be so convertible. It is true that
more interest may for a time be obtained,* but ultimately
the bank may, though in a state of perfect solvency, be
compelled to stop payment from being unable to 1ealise 1its
nvestments.

Another advantage of a large investment in Glovernment
securities 1s, that the bank, by the publication of its balance
sheet, has always the means of showing to its depositors that
a large portion of its deposits is at all times amply secured.
The Bank of England states the amount of thewr “ Govern-~
ment securities ¥ distinct from the “other securities.” It
may so be that the “other securities” are as good as the
Government securities, and perhaps more profitable, but the
public do not know that to be the case; and were all the
mvestments in “other securities,” they might not feel the
same degree of confidence as to the prompt repayment of
therr deposits, The same prmeciple apples to other banks.
And 1t may reasonably be supposed that between two banks
in similar circumstances as to other respects, depositors
would rather lodge their money m a bank which had a large
amount of Government securities than in one which had none.

As we have referred m this Section to some of the opera-
tions of the Stock Exchange, this may be a proper place to
discuss the nature of these 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, are

* At the Meeting of the London and Westmnster Banlk, July 1855, the Chaur-
man, J L Ricardo, Esq, M P, made a compaiison between the mterest obtained
on money wuvested 1n the funds and that employed wath bill-biokers  Upon an
average of twelve years the following 1s the 1esult —On the 2nd January, 1843,
the price of Consols was 943, which yields an mterest per annum of 3 85 6d
per cent.  The nterest allowed upon money at call by Messrs. Overend & Co.
for twelve yems, fiom January, 1843, to December, 185t, would average
21 105 104 per cent. Upon tlls, the 1ate allowed 18 usually half per cent
more, that 15, 31 0s 104 per cent 1,000,000 mvested at 81 3s 64 would
produce annually the sum of 81,7501, At 81 0s. 104 per cent 16would produce
only 30,4167 13s 44 Tlus shows, that upon an average of years the funds are
moreproductive than brokeis’ bills
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debts due from the nation to those persons whose names are
entered on the bank books. The man who holds 1007
consols 18 a creditor to the nation for 1004, for which he
receives 8l per annum; and the price of consols is the
amount of the money for which he is willing to transfer this
debt fiom himself to another person. Now, if this man
knows another who is willing to give um, say 907 for thus
1007 consols, they can go to the bank, and the seller being
properly 1dentified, will tramsfer thns 1007 consols nto the
name of the person to whom be has sold it. His account is
then closed m the bank books, and a new account is open in
the name of the buyer; for every holder of stock has an
account m the bank ledger, m the same way as bankeis and
meichants open ledger accounts for their customers. The
seller of the stock will also give a receipt to the buyer for
the money 1 the following form —

Consolidated £3 per Cent. Annuities

Dundends | RECEIVED this day of &5 The Dio-
due 18 of puietors, to protect
Jan 5th, themselves from
July 5th, the sum of FRAUD, me re-
and are bemg the Consideration for commendedto AC
usually - CEPT by them-
pudafew | Interest or Share m the Jomt Stock |*I¥e o then

of Three per Cent Anmmustres, evected | Attoneys,  all
days after by an Act of Parhament of the 25th |TRANSFERS
Year of the Reign of King GEORGE IT | 11de to the
— entitled, An Act for converting the m
severul Annaaties, “there mentioned,
wnto several Jount Stocks of Annuaties,
Thansfer transferable at the BANK of ENG-
Days L‘AN'.D, to be charged on the Sinking
Tuesds Lrund, and by several subsequent Acts,
¥ together with the Proporfional An-
Wednesday, | nwty at £8 per Cent per dnnum, at-

£ s d

. tending the same, b, this Da;
Thwsdy, | 4 ansferred to the su}:d v
Fuday

obdays Witness Hand

eacopted, ‘Witness J'
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But parties do not usually treat with each other in this
way. A broker is employed erther to buy or to sell, as the
case may be. The stock-brokers are an association consistmg
of about 600 persons, who meet together in a buildng in
Capel-court, Bartholomew-lane, close to the Bank. Each
broker before admission must find three securities for 3007
each, which sum 1s applied to meet any claims the other
members of the House” may have upon him duung the
first two years. The suretyship then ceases. The subscription
paid by each member 1s ten gumeas per annum. The House
15 governed by a Committee of thirty persons chosen from the
members,

But, although all the “members of the House ” 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 lus
customers out of the House, and he charges them a commis-
sion upon the amount of the stock. A stock-jobber 18 & stock
merchant ; but he docs not deal with the public: he deals
only with the brokers ; and he is at all times ready exther to
buy or to sell. The price at which he sells is & more than
the price at which he buys. If one bioker has an order fiom
lus customer to buy 100Z. consols, and another broker has an
order to sell 100/ consols, these two biokers 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
buymg and the selling price of comsols is always §, and
thus m the newspapers the price 1s quoted m this way, 90
to 90%.

A banker is, of course, cne of the public, and when he
wants to buy or to sell stock, he gives mstructions to his
broker, and the process 1s as we have now desciibed.

Were there no jobbers, a broker would not easily 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 selling small amounts. But there 18
no difficulty with the jobbers. The jobbers will not only buy
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and sell stock on the same day, but they will buy stock on
one day, and agree to sell 1t at a future day, or vice versi.
These future days are called the setthing days, bemg the days
on which the members of the House settle themr accounts.
They are fixed by the Committee of the Stock Exchange, and
they now occur about once a month. Now, 1f & banker wants
a sum of money for a short time, erther to pay off a deposit,
or to make an advance to a customer, he will direct his
stockbroker to sell, say 50,0007 consols “for money,” and
buy them “for time;” that 15, against the next “settling day,”
or, as it is sometimes 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 He
thus gets interest for his money, according to the difference of
price between consols for time and consols for money. ~ Gene-
rally, the price for time is higher than the piice for money ;
and the diffprence between these two piices is called the
¢Contmuation.” Supposing that the next settling day is a
month distant, and the contmuation 15 one-exghth per cent.,
that amounts to twelve-eighths, or one and a half per cent.
per annum. The continuation will vary according to the
near approach of the settling day—according to the abun-
dance of money, and the market rate of interest—and accord-
ing to the abundance or scaraty of stock. The last canse s
not so readily understood by the public, and we will therefore
explain 1t. The stock-jobbers, as we have said, are stock
merchants.  Of course they are large holders of stock; it 1s
their capital, on which they trade. But however large may
be the sum they hold, they often agree to sell on the next
settling day a much larger sum, expecting that in the mean
time they shall buy a large sum, and thus be able to set off
one agamst the other. But sometimes, as the settling day
approaches, they find this is not the case, and they are con-
sequently 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 agreemg
to buy 1t of them now, and sellmg it at the ensuing account
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day, a month hence, at the same price ; thus abolishing “the
continuation.” When that 1s the case, & banker’s broker will
go to the banker and say, “If you like to lend your consols,
you can get money for nothing till the next account day.”
The banker replies, “ Well, I don’t know that I can make
much mterest of the money just now; but as I can lose
nothing, you may lend them.” Thus the jobbers get their
stock, and complete thewr engagements. But sometimes the
jobbers aie obliged to go farther,and even to offer a premium
to parties who will lend their consols. This premmum 1s
called “Backadation,” 1t is just the reverse of continuation,”
and imphes that the time price of stock is less than the
monez* 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 m the employment of thewr surplus
funds. Those operations, called “Gambling m the Funds,”
and the mode in which the brokers and jobbers settle thewr
accounts, we shall endeavour to describe when we come to
speak of the Clearing-house.

SECTION VIL

THE ADMINISTRATION OF A BANK DURING A SEASON OF
PRESSURE.

A PRESSURE on the money market may be defined a difficulty
of getting money m the London market, either by way of
discounting bills, or of loans upon Government securrties.
This difficulty is usually accompanied by an unfavourable
course of exchange, a contraction of the circulation of the
Bank of England, and a high rate of interest. These three
circumstances have the 1elation to each other of cause and
effect, The unfavourable course of exchange mduces the
Bank of England to contract her circulation; and the con-
traction of the circulation, by rendermg money moie scarce,
creases 1ts value, and leads to an advanced rate of interest.
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The removal of the pressure is in the same order—the foreign
exchanges become favourable—the Bank of England then
extends her circulation—money becomes more abundant, and
the rate of mterest falls. ‘The degree to which the exchanges
are unfavourable 1s indicated by the stock of gold in the Bank
of England ; and when this is ab its lowest amount the
pressure may be considered to have attained its extreme
point ; for as the amount of gold increases, the bank will
extend her circulation, and the pressure will subside.

If we take a review of all the recent pressures on the
money matket, we shall find they have always been preceded
by the following cncumstances:—Fust, by abundance of
money ; secondly, by a low rate of interest; thirdly, by some
species of speculative investments. The principal pressures
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 Com-
mittee of 1832 :—

“Will you state fo the committee what, m your opmion, was the
nature and the march of the erss m 18252—1T bave always considered
that the first step towards the excitement was the reduction of the
mterest upon the Government securifies; the first movement m that
respect was, I think, upon 135,000,0000 of five per cents which took
place m 1823 In the subsequent year, 1824, followed the reduction of
80,000,0007. of four per cents I havo always conmdered that reduction
of intevests, one<fifth 1 one case, and one-cighth m the other, to have
created the feverish feehng m the mmds of the pubhe at large, whuch
prompted almost everybody to entertam any proposition for mvestment,
however absurd, which was tendered The excrtoment of that perod
was fwther promoted by the acknowledgment of South Amemean
republics by thue country, and the mducements held out for engagmg
m mmmg operations, and loans to those governments, m which all
classes of the commumty m England scem to have partaken almost
smultaneously With those speculations arose general speculation m
commercial produce, which had an effect of disturling tho relative
values between. this and other countries, and creating an unfavomable
foreign exchonge, which contmued from October 1824 to November
1825, causmg a very considerable export of bullion from the hank—
about seven millons and a half ~ Commeraal speculations had mduced
some bankers, one particularly, to mvest money m securities not strietly
convertible, to a larger extent than was prudent; they were also largely
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connected with country bankers I allude to the house of Messrs Pole
and Co - a house origmally possessed of very great property, m the
persons of the partners, but which fell with the circumstances of the
times. The farlure of that bankmmg-house was the first decisive check
to commercial and banking credst, and brought at once a vast number of
country bankers, which were m correspondence with 1t, mto dufficulties
That discredit was followed by a gencial diseredit throughout London
and the mterior »—P. 47,

With regard to the pressure of 1836, there was in the
beginning of that year no appearance of distress; but, on
the contrary, every symptom of prosperity, attended by its
usual concomitant—a readiness to emgage 1 speculative
undertakmngs.

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

“To what extent the operations of the jomt-stock banks may have
contributed to create the present state of excitement m the commercial
world, must, of course, be mere matter of conjecture That they have
had some considerable mfluence 1s probable, from the fact that the
excitement and 1age for speculation 18 greatest m those partsof the
kingdom, where the operations of those establishments have been most
active Tondon has been comparatively nnmoved, but Laverpool and
Manchester have witnessed a mushioom growth of schemes not excceded
by the memorable year 1825 I hold m my hand a list of seventy con-
templated compamies, for every species of undertakmg, which have
appeared m the Laverpool and Manchester papers within the last thiee
months Tlus list was made a fortmght or three weeks since, and might
probably now be considerably extended It 1s impossible also, I think,
not to suspect that the facility of eredit, and consequent encouragement
to speculation, to which I have alluded, cannot have been without its
effect 1 producmg the great merease of price m almost all the chief
articles of consumption and 1aw matenals of our manufactures That
merease has been cnormous—not less than from twenty to fifty, and
even one hundred per cent m many of the chief articles of produce, of
consumption, and materials of our manufactures,”

These appearances 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 been a demand upon the bank for gold from
the preceding April, and this measure was adopted by the
~VOL, L
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bank as a means of rendering the foreign exchanges more
favourable. This being found meffectual, the bank in Sep-
tember raised the rate of discount to five per cent Bemdes
raising the rate of mterest, the bank adopted other measures
of increasmg the value of momey. A large amount of
American bills upon first-rate houses had been offered for
discount and rejected. A high degree of alarm was imme-
diately spread: throughout the commumity. The dread of a
panic smmilar to that of 1825 almost universally prevaled.
Those who had money were unwilling to part with 1t—1irade
became suddenly stagnant—the prices of all commodities fell
considerably, and numbers of commercial houses, chiefly of
the second class, suspended payment. Many railway and
other projects now fell mto oblivion.

The alarm that exited was kept up by the monthly
accounts of the bullion in the Bank of England. The public
returns showed a gradual declme from Aprl, 1836, to Feb-
ruary, 1837. It was therefore supposed, that the Bank of
England would be under the necessity, for her own safety, of
still forther contracting her sues, and thus increasing the
existing pressure. This apprehension caused all persons who
bad money to retain it in them possession, and bankers and
others withheld accommodation they would otherwise have
been disposed to grant.

This state of alarm was considerably augmented by the
publication of the Report of the Secret Committee of the
House of Commons upon Jomt-stock Banks. This committee
had been 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 jomt-stock banks had
rapidly increased, they had issued small shares; they had
large nominal capitals; they had cmculated 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 jomt-stock banking, The report of the com-
mittee appeared to sustam all Mr. Clay’s accusations. This
report was highly creditable to the talents and 1dustry of the
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committee, but marked by a decided hostility of tone. While
1t enumerated all the actual or possible imperfections of the
jomt-stock banks, it ascribed to them scarcely a single excel-
lence. At the samo time, the commuttee deferred to the
succeeding session, the proposal of any measures for their
improvement ; thus the public were led to suppose, that m
the followmg session some strmgent measures would be
adopted with reference to jomnt-stock banks, but what they
would be none could conjecture.

Had the report appeared at any other period 1t might
possibly have done good ; but as its appearance was contem-
poraneous with a pressure on the money market, and a high
state of alarm, 1t unquestionably tended to weaken public
confidence, at a time when 1t 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 appichensive
that the banks, bemg still in their infancy, would be found
too weak to withstand the storm now rawsed against them.
But though this alarm began with respect to joint-stock
banks, 1t did not end there. It was soon foreseen that if a
few joint-stock banks were to stop payment, the private banks
in themwr neighbourhood would be put to a severe trial ; and if
the banks should even be compelled to withhold thew usual
advances to their customers, the credit of individuals must
suffer. Hence the private bankers and the merchants, as
well as the jomt-stock banks, made preparations to meet any
event that might occur, and by thus mcreasing the pressure
on the London money market, occasioned stall farther appre-
hensions,

The alarm was augmented by the stoppage of the Agricul-
tural and Commercial Bank of Ireland, m the month of
November, and the demand for gold which that stoppage
occasioned m Ireland. The joint-stock banks of England
now became subject to increased suspicion, the accommoda-
tion they had been accustomed to obtain by the re-discount
of their bills in the London market was considerably re-

(3]
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stricted ; and m the beginning of December, the Northern
and Central Bank at Manchester, a bank having a pad-up
capital of 800,000Z, with above 1,200 partners, and forty
branches, applied for assistance to the Bank of England.
This was afforded upon condition, in the first instance, that
they should wind up all their branches, except that at Laver-
pool ; and afterwards farther assistance was gianted, upon
condition they should discontinue busmess after February,
1837. Soon afterwards, the old and respectable London
banking-house of Messrs. Esdaile & Co. received assistance
upon similar terms.

The pressme which existed n England rapidly extended
to America. A large amount of American securities, con-
sisting chuefly of bonds of the respective States, had been
remitted to the agency houses in England This cwreum-
stance, in connexion with the exportation of gold to America,
attracted the notice of the Bank of England. A large
amount of bills drawn from America upon fist-rate London
houses was rejected. In America the pressure became severe
—money was wanted to remit to England to meet the drafts
that had been drawn upon England, erther upon credit, or
against securities that could not now be sold. The rate of
discount at New York rose to two, and even to three per
cent. per month.

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

Such was the character of the pressure of 1836; we next
proceed to the pressure of 1839. The pressure of 1836 may
be said to have commenced from the month of May in that
year. From that month the stock of gold in the bank gra-
dually an.d uniformly declined until February, 1837, when 1t
reached its lowest point of depression. From this point, it
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uniformly advanced: the lowest pomt of the circulation was
m December, 1836, though even then 1t was not lower than
it had been m the preceding January. The banl rased the
rate of interest fiom 4 to 4% per cent. in July, and to 5 per
cent. in the following September. During the whole of the
year 1837, the amount of gold m the Bank of England con-
tinued to increase; the bank extended her circulation, and
after the payment of the July dividends, money became very
abundant, and the market rate of interest experienced a con-
siderable fall. The foreign exchanges continued to be favour-
able durmg the early part of 1848, and gold accumulated 1
the coffers of the Bank of England. In the sprmg of that
year the diiectors of the Bank of England sent nearly a
million of gold to America. Money " became mcreasingly
abundant, and the rate of mterest fell. In February the banlk
reduced their rate of discount to 4 per cent., and the interest
on the loans granted during the shuttng of the funds was
reduced m March to 8% per cent. The low rate of interest
caused large sums of money to be mvested m American
securities. Bonds of all kinds issued by the Bank of the
Umited States, by the vaiious states in the Union, and by
numerous private undertakings, were poured upon the
English market, and found eager purchasers. Several of
the directors of the Bank of England, m thewr individual
character as merchants, became agents for the distribution
of these securities. About July the exchanges became un-
favourable, and in the latter part of the year some symptoms
of uneasiness were apparent in the money market; but as
the stock of bullion m the Bank of England was considerable,
and the directors granted thewr usual loans i December at
3% per cent, public confidence was not shaken. In the be-
gmnimg of the year 1839 the exchanges became mcreasmgly
unfavourable, and the monthly retwns of the bank showed a
gradual diminution m the stock of gold The price of corn
rose 80 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 m the Bank of England rapidly
declmed, until, m the month of October, 1t was no more than



86 A Practical Treatise

2,525,000Z, while the liabihities of the bank upon notes
amounted to 17,612,000Z,, and upon deposits to 6,734,0002.
The bank directors 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 1eady to recerve
proposals for the sale of the dead weight. None of the offers,
however, met thewr approbation. Fmding these measures
not speedily effective, 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
undertook to discount. The directors also determined to
refuse to discount any bills drawn or indorsed by any private
or jomnt-stock bank of 1ssue. Notwithstanding these mea-
sures, the stock of gold in the bank contmued to deciease
until the 18th October, when it reached the lowest point of
depression. From this pomt it continued to advance, and
the pressure began gradually, but slowly, to subside.

It may be useful to notice the differences between the
pressure of 1836 and that of 1839. If we measure the in-
tensity 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 7,801,000 to 4,032,0007,
and the latter from 10,126,007 to 2,525,0002. In the pres-
sure of 1836, one joint-stock bank, a London private bank,
two country private banks, three large American agency
houses, and a gieat many respectable merchants, stopped
payment. In the pressure of 1839, there was scarcely a
failure until the month of December, 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 remamed for a length of time nearly the same.
In 1836, the Bank of England did not raise thewr rate of
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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 mnotice that they were willing to sell the dead
weight, and they made arrangements for borrowing 2,500,000Z.
sterling from the Bank of Fiance In 1836, the bank adopted
neither of these measures. In 1836, the Bank of England
rejected all bills drawn or indorsed by joint-stock banks of
issue. In 1839, they rejected also all bills drawn and in-
dorsed by private banks of 1ssue.

1t would appear that a season of pressure 1s always pre-
ceded by one of speculation; and hence 1t follows that a
banker who wishes to be easy in a time of pressure must act
wisely in the previous season of speculation. It requires no
ordmary firmness to do this. To act wisely in a season of
speculation, 1s far more difficult than to act wisely in one of
pressure. DBut unless a banker acts wisely in the previous
time of speculation, his wisdom will probably be of httle avail
when the pressure arrives.

‘While, therefore, money is still abundant, the public funds
high, and other bankers liberal m accommodation, he should
be doubly cautious agamst taking lills of a doubtful charac-
ter, or making advances upon nregular securities. He should
not suffer the desire of employmg his funds, or the fear of
offendimg his customers, to induce him to deviate from sound
banking principles  He should also take this opportumty of
calling up all dead or doubtful loans, and of gettmg 11d of all
weak customers. He should also, under any circumstances,
avoid makmg advances for any length of time, and mvest-
ments mn securities that are not at all times convertible, or
the price of which 1s likely to sustamn a great fall on the
occurrence of a pressure. The discount of first-rate com-
mercial bills having a short time to run, or short loans on
stock or other undemable security, however low the mterest
received, seem to be the most safe and advantageous trans-
actions.

When the aspect of affairs seems to threaten that money
will be in demand, and the failure of a number of merchants
and traders may consequently be apprehended, it behoves
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him to prepare for approaching events by avoiding all dis-
counts of bills 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 standmg, where it can be done without injury to the
interest or reputation of his bank, aveid all overdrawn ac-
counts, and reduce the amount of discounts of the inferior
class of accounts. In performing these operations, he will
exercise due judgment and discretion, making proper dis-
tinctions between his customers, and reducmg chiefly those
bills which are of an unbusmess character, or which are
drawn upon doubtful people, or upon parties that he knows
nothing about ; he will also mark particularly those accounts
which requue large discounts, but keep mo corresponding
balance to the credit of then current accounts.

As the pressure advances, he will find that there are three
demands upon his funds Fust, his customers will reduce
their balances, and keep less money in his hands. Money
lodged at mterest will be taken away, because the paities
can make higher mterest elsewhere, or they will be tempted
by the low price of stock to mvest it m Government securi-
ties. Secondly, he will have a greater demand for loans and
discounts, 16t merely from weak people whom he might not
care about refusing, but from persons of known wealth, whom
1t is his interest and his inclination to oblige. Thirdly, he
will think it prudent to guard agamst sudden demands by
keeping a larger amount of bank notes m his till. To meet
all these demands he will be compelled to realise some of his
securities, and he will realise those first on which he will
sustain no loss. :

If a banker has money lying at demand with a bill-broker,
he will now have occasion to call 1t m. 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 receive the amovnts 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
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money market. A country banker who has kept his reserve
in bulls of exchange will be anxious to re-discount them, and
will think himself lucky if he can do so readily and at a
moderate 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 com-
menced. He should have thought of these matters in the
previous season of abundance. As he cannot get in any out-
standg advances, he had better not ask for them, but
merely charge the parties 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 15, however, a good opportumty for calling up ad-
vances, 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 refusmng applications which, even otherwise, he
would refuse, and for callmg up loans which, under any cir-
cumstances, he would like to see repaid.

Dwing a pressure, a banker will have to give a great
many refusals, and some discretion will be necessary m the
form of giving these refusals. TLet lum refuse m what way
he may at such a seasom, he will be sure t» give offence.
And the party refused will possibly publish the refusal, and,
from motives of 1gnorance or malignity, represent the refusal
as having arsen fiom want of means, and possibly may cir-
culate a report that the banker 1s about to stop payment.
Hence rumours about banks are always rife in seasons of
pressure, and they add to the general want of confidence
which then prevails.

During a pressure, a banker will have offers of new ac-
counts to be transferred from other bankers, provided he will
consent to make certamn advances. Some caution must be
exercised in this matter. It 1s quite possible that some per-
fectly safe parties, having large accounts, may be disposed to
remove in consequence of thew present bankers not being
equal to the supply of thewr wants. In this case, the banker
will be regulated by the value of the proposed account and
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the extent of his own means. On the other hand, it 18
equally possible that weak people, to whom their present
bank might not, m any case, have given advances, may use
the “scarcity of money” as a pretext for making application
to a new banker, stating their belief that themr old banker
was unable to meet their requirements. It behoves a banker
to use much discretion in such a case, especially if 1t be a
large account. If he errs at all, he should err on the sde of
caution,

It will rarely be wise for a banker in a season of pressure
to attempt to get away the customers of other bankers by
offering them greater accommodation. The best way of
gettmg new connexions is to treat well those that he has.
Tt 1s better for a banker to employ s funds in supporting
lus old friends than in attempting to get new omes. If his
funds are so ample that he can do both without incon-
venience, very well. But caution is necessary in taking new
accounts at this time, and he should be doubly cautious in
makimg applications to parties. Unless he has the most
ample and satisfactory mfoimation as to their circumstances,
he had better wait until they apply to him. It would then
devolve upon them to satisfy him that he would be justified
1 making the advances required.

During the pressure, a banker will find that some of his
wealthier customers, who, when money was abundant, took
their lnlls to be discounted by a bill-bioker, because he would
cash them at a lower rate, will come back, and expect to
have discounts from themr banker. This 1s no fault of the
bill-brokers  Pcople put money m therr hands avowedly for
temporary purposes. In seasons of abundance the hill-
brokers are glutted with money. When the pressure com-
mences this money is withdrawn. The consequence is, that
m seasons of abundance the bill-brokers will discount at a
lower rate than the bankers, and when money 1s scarce they
discount at a higher rate, and in many cases will not discount
at all. Sharp-sighted people, who are acquainted with the
London money market, will, when money is abundant, take
all therr first-rate bills to a bill-broker, and send to themr
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banker all their inferior bills, which a bill-broker would not
take. Now, 1f a banker has occasion to curtail s advances
m geasons of pressure, he should begm with people of this
sort. But if he has ample means, and the parties are
wealthy, he may deem it worth his while to take their bills,
chargmg a high rate of interest, and gently reminding them
of their former delmquencies. Exhortations to good be-
haviour have always a greater effect when administered in
seasons of affliction. And reproof at this time to a party who
had thus wandered, may induce lLim to pursue m 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. He will often be at a loss to decide whether he
should or should not grant the assistance required. This
hesitation will amse from his doubts as to the extent to
which he can prudently rely upon the calculations and antici-
pations of his customer. The party states that he must im-
mediately stop payment unless he has assistance ; but he has
abundance of property, and his difficulties arise only from
not being able to realise 1t. If he has a certamn sum he can
then go on comfortably. The banker grants him this sum.
After a while, he comes agan, and states he must now stop
unless he has a farther sum. The banker hesitates, but ulti-
mately gives him this farther sum. He 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.

Durmg 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 some time, should receive a higher rate of mterest,
proportionate to the increased value of money. But 1t may
be questioned whether it is worth while to 1eceive farther
lodgments, during a pressure, at a high rate of interest, un-
less they are lodged for a fixed period. For, should the
pressure increase, these sums are sute to be withdrawn, or
else applications will be made for a higher rate of mterest
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than the banker can prudently give. Nor must it be for-
gotten that it is not wise for a banker to give, during a panie,
an extravagant rate of mterest. 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 withdrawn than he would obtam
from s high rate of interest.

During a pressure, a banker will pay considerable atten-
tion to the published returns of the Bank of England. The
merease or dimimution of the gold and slver in the issuing
department, will show the progress of the pressure. As
these increase, money will become less scaice, the rate of
mterest will fall, and the pressure will subside. In tlus
department, it 15 the piogress of inciease, or diminution,
more than the actual amount, that should be the main object
of attention. The banking department resembles any other
bank. Its means are the pard-up capital—the real or surplus
fund—the public deposits—the private deposits, and the
seven-day bills. These means are employed 1n public securi-
ties, private securities, and cash m the till TIts ability to
make advances, at any given time, depends on the amount
of cash m the till. The dimmution of this amount shows
the mcrease of the pressure, and the banker will act accord-
mgly.

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 beforehand at
what precise point this change would take place. But this
he cannot Jnow, and he had better not speculate on the
subject, but just follow the course of events as they occur.
When, however, the point is fanly turned, he will act wisely
m mvesting all his surplus funds m such convertible securities
as are likely to advance in price, fiom the increasing low
tate of interest. Exchequer bills are most likely to be the
first affected, and then the public funds. He will, also, be
*more liberal m granting discounts, and other advances, and
he will lower the rate of interest at which he takes deposits.
At the same time, he will be cautious in the bills he dis-
counts. For, though money may be abundant, yet trade
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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 society. The banker will therefore be cautious i extending
his discounts, except on bills of an undoubted character.

We will observe, lastly, that, m a season of pressure, it is
peculiarly necessary that a banker should pay regard to the
state of his own health, and to the disciplme of his own mind,
so as to guard agamst any morbid or gloomy apprehensions
with regard to the future. He should attempt to form a cool
and dispassionate judgment as to the result of passmg events;
endeavouring so to arrange his own affairs as to be prepared
for whatever may oceur, but taking care not to increase the
present evil by predicting greater calamities. If he suffer a
feeling of despondency to get the mastery of his mind, he
will be less able to cope with the difficulties of his position.
He will then, probably, refuse reasonable assistance to even
first-rate customers, realise securities unnecessarily at a heavy
sacrifice, and keep m lus til an amount of unemployed
treasure excessively disproportionate to the extent of his
liabilities.  This will increase the pressure. Fear, too, 1s
always contagious. A banker of this melancholy tempera-
ment will 1mpait his apprehensions to others, and thus the
panic will become more widely extended.

SECTION VIIL

THE ADMINISTRATION OF A BANK UNDER THE ACT OF 1844.

It would not be consistent with the practical chaiacter of
this work to discuss, at great lemgth, any theory of the
currency. But the Act of 1844, though founded on a theory,
was a practical measure, and has so mportant a bearing on
the admimstration of bankmg affairs, that our work would be
regarded as incomplete were the subject altogether omitted.
“The Act of 1844” 15 the 7 & 8 Vict. cap. 82, and is
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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, 1844, the Issue depait-
ment of the Bank of England shall be separated from the
Banking department—that the issuing department may issue
notes to the extent of 14,000,0007 upon securities set apart for
that purpose, of which the debt of 11,015,1004 due from the
Government to the bank shall form a part—that no amount
of notes above 14,000,0007. shall be issued, except agamst
gold com, or gold ‘or silver bullion; and that the silver
bullion shall not exceed one-fourth the amount of gold coin
and bullion. Any person 18 entitled to demand notes from
the 1ssumg department, in exchange for gold bullion, at the
rate of 87. 17s. 9d. per ounce. Should any banker discon-
tinue his wsue of notes, the Bank of England may, npon
application, be empowered by an Order of Council to increase
her issue upon securities to the extent of two-thirds of the
ssue thus withdrawn; but all the profit of this increased
issue must go to the Government

The theory on which this Act was founded had, for several
years previously, been brought before the public in pamphlets
written by men of distmgmshed talent. Upon some of these
pawmphlets 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 1eview we
made the following observations on the plan then proposed,
and subsequently carried out in the Act of 1844 -—

“ The plan of making the amount of the cuculatron flucluate in exact cor-
respondence with the amount of gold wn the Bank of England,

“This plan 15 open to the following objections —

“1 Upon this plan there must be a perpetual merease and dimi-
nution m the stock of gold, comsequently a perpetual mcrease and
dummution m the amount of the currency The merease m the amount
of the currency would rase prices and stmulate speculation  The
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dimmution m the amount of the currency would reduce prices and
produce cistress And thus there must be a constant alternation from
Tugh prices to low prices, and again from low prices to high prices—
from speculation to distress, and from distress to speculation

«9 But depression of prices, and thew attendant miseres, may not
be experionced only when the foreign exchanges aie unfavourable
Excessive caution, an appiehension of war, or political feelmg, may
cause a domestic demand for gold, and this would cause for a wlile a
contraction of the currency as severe as that which would aise from an
unfavourable cxchange, and, as the bank directors would have no dis-
cretionary power, but would be required ‘to adhere to prmeple, by
giving gold for notes, or notes for gold, they could do nothing to assuage
these calamities  According to Mr. Loyd, & dran, from whatever cause
1t may arise, must be met by a contraction of the currency Ir
Palmer, m laymg down his rule, put i a saving clause—* except under
special creumstances,” but Mr Loyd * makes no exceptions

“3 To carry this system mto operation, would 1equre a separation
of the 1ssung department trom the other departments of the busmess of
the bank, and this would cause still farther meconvemences  The ma~
nagement of the 1sswng department would be exceedmgly stmple The
office of the dnectors would be a complete smecure, and, for anything
they would have to do, then places might be as well supplied by four-
and-twenty bioomstick A few caghicrs to exel gold for notes, or
notes for gold, would be all the establishment 1equued, and, could M.
Babbage be mduced to construct a ©self-actmg’ machme to perfoim
these operations, the whole busmess of the curiency department wight
be carried on without human agency But the *deposit department
would require more attention ‘It 15 m the nature of banking busmess,’
says Mr Loyd, ‘that the amount of its deposits should vary with a
variety of circumstances, and, as the amount of deposits varies, the
amount of that m which those deposits are mvested (viz, the sccurities)
must vary also It 1s, therefore, quite absurd to talk of the bank, mn 1ts
character of a banking concern, keepmg the amount of its securities m-~
variable’ As, therefore, the deposits might vary, the bank would be a
buyer or a seller of Government securities, and, as these vamations are
sometimes to a veiy large amount, the fluctuations i the price of the
public funds, and of exchequer ills, would be very considerable,
Thus the property of those who held these securities would be always
changmg m value. Agam, the deposits would be withdrawn chiefly m

* I wish I could have made this quotation without mtroducing the names
It would greatly assist our mquiries after truth, and lead to the formation of an
imdependent judgment, 1f we could engage in discussions of this land without
any reference to those talented men who may have distmgwshed themselves as
erther the advocates or the opponents of the doctimes we mvestigate
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geasons of pressure, and the bank would then be compelled to sell her
securities But suppose the scarcity of money should be so great that
the securities would be unsaleable even at a reduced price, how then
could the bank pay off her deposits?

«4 Tf the currency were admmistered upon this prmciple, the bank
would be umnable to grant t: to the cc rcial and manu-
facturmg classes m seasons of calamity )

«Mr Loyd exclaims, < Let not the borrowers of money, Government
and commerce, approach, with thewr dangeious and seductive mfluences,
the creator of money’ But, with all deference to Mr Loyd, we contend
that 1t 15 the province of a bank to afford assistance to trade and
commerce 1 seasons of pressure Mr Loyd, as a practical banker,
would no doubt afford assistance to his own customers m such seasons ;
and, 1f this be the province and duty of a private banker, the duty 1s
more mperative on a public banking company, and more mperative
still on a bank mvested by the legislature with peculiar privileges for
the public good Mr Loyd says, ‘ Let the bank afford this assistance
out of her own funds’ But, under Mr Loyd’s system, she could grant
assistance only by sellmg sccurities, and what 1ehef would she afford
by sellmg securities with one hand, and lending out the money with the
othe1® Besides, 18 1t certain that, under such a presswe as Mr Loyd’s
system must occasionally produce, these securities would be saleable at
even any price® ‘But) says Mr Loyd, ‘mdividuals may afford ths
assistance’ In seasons of pressure fow mdividuals have more amplo
funds than what are necessaary for the supply of thew own wants
‘When the distress 18 caused by a contraction of the currency, 1t can only
e removed by an meieased 1ssue of notes And there are many ehses,
such for mstance as”that of the Northern and Cential Bank, m which
assistance can only be effectually 1endered mn this manner

“We consider that any system of admmistermg the cmrency, which
prohibits the bankmg mstitutions of the country from granting rehef to
the commercial and nfanufacturmg classes, must be mmsound We
should condemn such a system at once, even if we could not detect the
fallacies on which 1t was founded In political economy we can judge
of primeiples only by thew practical effects—and any system which
produces these effects must be unsound When seasons of calamity
oceur, 16 18 not forsthe national bank to exclamm, Sauve qus peut  They
ought to co-operate with the Government mn attempting to reheve the
dastress, and to preserve the tranquilhity of the country.”

These remarks, written in the year 1841, mght, if put
into the past tense, almost serve for a history of the year .
1847. The Act of 1844 was formed upon the prmeiple
which 18 here condemned; and the effects described have
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actually occurred. There have been great finctuations in the
amount of the circulation, in the rate of interest, and 1n the
prices of the public securities. There have been great specu-
lations, followed by great distress. The Glovernment funds
have 1 large amounts been unsaleable; and the bank has
been unable to afford relief to the commercial classes. A
severe pressuie has taken place; and, in consequence of this
severe pressure, the Act was suspended. It has been denzed
that this piessure was produced or incieased by the Act.
But, how stand the facts® The Act was passed, and, as
predicted, a pressure came : the Act was contmued, and the
pressure increased . the Act was suspended, and the pressure
went away. These are not opinions—they are facts.

At the meetmmg of Parliament in the latter end of 1847,
comnuttees were appointed by both the House of Lords and
the House of Commons, to mquire mto the causes of the
distress which has for some time prevailed among the com-
mercial classes; and how far it has been affected by the laws
for regulating the 1ssue of bank notes payable on demand.”
The following is an extract from the Report of the Lords’
Commzttee as to the causes of the pressure —

“ A sudden and unexampled demand for foreign coin, produced by a
farlure m many descriptions of aguieultwral produce throughout the
Umted Kingdom, comeided with the unprecedented extent of specu-
lation produced by meieased facalities of ciedit and a low rate of
mterest, and had for some tmme occasioned over-trading m many
tanches of commerce Tlus was more especially felt m railroads, for
which calls to a large amount were daily becoming payable, without
correspondmg funds to meet them, except by the withdrawal of caprtal
from other pursmts and mvestments 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 these
causes may be added a contemporaneous rise of price m cotton, and,
with respect to houses connecled with the East and West India trade, a
sudden and extensive fall m the price of sugar, by which the value of
them most readily available assets underwent great depreciation

“Some of these causes are obviously beyond the reach of legislative
control But upon those which are connected with the cxtension of
commereial speculation, encouraged or checked by the facility o1 the
difficulty of obtaining crecut, by the advance of capital and the discount
of Inlls, the powers and position of the Bank of England must at all

VOL I o



98 A Practical Treatise

times enable that corporation to exercise an important mfluence  The
committee have consequently felt 1t to be their duty to mquire mto the
course pursued by the bank acting under the provisions of the 7 and 8
Vict ¢ 32, and they have come to the conclusion that the 1ecent pame
was materially aggravated by the operation of that statute, and Dby the
proceedings of the bank itself. This effect may be traced, directly, to
the Act of 1844, m the legislative restuction 1mposed on the means of
accommodation, whalst & large amount of bullion was held m the coffers
of the bank, and durng a trme of favourable exchanges, and 1t may be
traced to the same cause, mduectly, as a consequence of great fluctua-
tions 1n the rate of discount, and of capital previously advanced at an
unusually low 1ate of mterest This course the bank would hardly
have felt itself justified m taking, had not an mmpression existed that,
by the separation of the issue and the banlking departments, one n-
flexible rule for regulatmg the bank 1ssues had been substituted by law
m place of the discretion formerly vested m the bank

The nature and extent of the pressure 1s thus deseribed by
the Governor and Deputy-Governor of the Bank of England —

“The pame began by the falures m the coin tiade The price jof
wheat had 11sen to about 120s Laige auvals of giam from the
contment of Furope and from America, coupled with the piospect of an
early and abundant haxrvest, caused a sudden fall m price to about 60s,
with a corresponding decline m Indian corn The falure of most of
fhe corn speculators followed this great reduction m price, and then
failure caused the stoppage of an emment discount broker having a
large country connexion This latter failure, by closimg one of the
prmeipal channels of discount between the country and London, caused
dustrust to extend mto the country Credit became affected by these
faalures, and soveral London firms of lugh standmg also faled Then
followed 1 rapid succession the failure of the Royal Bank of Laverpool,
the Laverpool Bankmg Company, the North and South Wales Bankmg
Company, some private country banks, and the Umon Bank of New-
castle, followed by 2 tremendous run upon the Noithumberland and
Dwbham Distuict Bank To these dusasters succeeded alarm, and an
almost total prostration of credit The London bankers and discount
brokers refused to grant the usual accommodation to thewr customers,
and necessarily obliged every one requiring assistance to resort to the
Bank of England Money was hoarded to a considerable extent. so
much o, that notwithstanding the notes and com 1ssued to the pubhe
1 October, exceeded by 4,000,000 or 5,000,000/ the amovnt with the
public 1 August, still the general complamt was of a searcity of money
Credit was so entirely destroyed, that houses trading to distant countries
cariying on thewr busmess through the means of credit, by a renewal of
therr acceptances as they became duc, were no longer able to meet their
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engagements, and were forced to stop payment This was the state of
things previous to the 1ssuing of the Government letter m October **

The Committee of the House of Commons dehivered a
Report in favour of the contmuance of the bill without
alteration — in opposition to the opinions of by far the
majority of the witnesses who were examined.

Those witnesses who are friendly to the Act contend that
1t has secured the convertibility of the Bank of England
note,—that this convertibility was endangered in 1825, in
1837, and in 1839, and would have been endangered m 1847
but for this Act.t

By the phrase “securing the convertibility of the note,”
it is not meant that the ssue department of the Bank of
England held a sufficient amount of gold and silver to pay
off all the notes it had issued. It is obvious that the gold
and silver in hand must always be fourteen millions less than
this amount, iasmuch as fourteen mllions of notes are
issued against securities. By “securing the convertibility of
the note,” is meant, that the 1ssue 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 alwaysn a
condition to meet any foretgn demand for gold. This 1s
called, “securmg 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 set apart for the express purpose of paying the
notes, their payment 15 so far additionally secured. On the
other hand, it has been maintamed that, by thus reserving all
the gold to pay the notes, we endangered the payment of the
deposits. And had the banking department stopped pay-
ment, a domestic run would have taken place upon the
issuing department, and thus the payment of the notes would
still have been endangered.

* Lords, No 12

+ See the Evidence before the Committee of the House of Loids, Questions
No 1406 to 1409, and No. 8169
H 2
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The following is the evidence of a director of the Bank of
Laverpool upon the subject —

“With regard to securing the convertibility of the notes, what 1s your
opumon of the bill?

“T do mot think 1t has secured the convertibility of the notes at all
The notes remamed convertible up to the suspension of the ull, but
I believe that, if the bull had not been suspended then, or some similar
measure adopted, notes would have ceased to be convertible Looking
to the general state of things throughout the country, and to what T
know to have been the state of thmgs m London, and the position of
trade generally—to the alarm that was spreadng rapidly through the
country, and to the fact that the power of the bank had been reduced
to such a pomt, that 1f’ there had been any apprehension of the fulmie
of the country banks, 1t could not farther support them, and that very
little might have occasioned (I might perhaps go farthei, and say,
would have occastoned) the farlure of banks m large towns and mn the
countiy—believing that if one or two country banks of any magnitude
had faled, alarm would have spread thioughout the kimgdom, or 1f one
or two London banks had fasled, consternation would have been gencral
—seeng, also, the considerable amount of 1escrve m the hands of the
country bankers and jomt-stock banks, and the necessity that there
would have been of having that reserve as early as possible converted
mto gold 1f the bank was obhged to stop—scemg that a reserve of
20,0000 for each of 300 country banks would have taken six or seven
mlhons, or of 15,0000 each would have taken five millions—and that 1f
the run for gold had once begun, 1t would probably have gone on tall
the treasury was dramed—seemg all this, my firm opimon. 18, that the
bl of 1844 has not secured convertibility, and I state the grounds on
which that opimon 18 formed **

It seems 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 department to stop
payment, the Act would be suspended, But. it seems far to
ask, whether the precautions of the Act are not digpropor-
tionate to the danger? We ought to consmder not merely
the greatness of the evil, but also the probability of its
occurrence; and 18 it wise to mflict upon ourselves a vast
number of serious evils merely to guard against a danger that
may never occur? It may farther be asked, whether the
strmgent measures that were necessary last year to keep the

* Commons, No 94
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banking department fiom stopping payment, would not have
been equally effectual under the previous state ofethe law m
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
exchanges by means of foreign credits, as they did m the
year 1839 *  But the directors, bemg now relieved from all
responsibility with regard to the issue department, have no
inducement to engage n such an operation. Indeed, they
mght be censured for mterfeimg with the prmeiple of the
Act, that the exchanges shall be rectified by a transmission
of gold and silver.

It would appear fiom the ewidence, that the sorzm advan-
tage Now claimed for the Act is, that 1t has secured the
convertibility of the note. Other advantages, however, were
expected to result. Those expectations are thus disposed of
in the Report of the Loids’ Committee :—

“It 18 true that to those who may have expected that the 7 & 8 Viet.
¢ 32 would effectually prevent a recurrence of cycles of commercial
excitement and deprossion, the contiast between the years 1845 and
1847 must produce a giievous disappomtment To those who antici-
pated that the Act would put a check on improvident speculation, the
disappomtment cannot be less, if rehance 18 to be placed (as the
commuttee are confident 1t may) on the statement of the governor of the
bank, and of other witnesses, that ‘speculations were never carried to
such an enormous extent as m 1846 and the begmmnimg of 1847° If the
Act were relied on as a security agamst violent fluctuations i the value
of money, the fallaciousness of such anticipation 1s conclusively proved
by the fact, that whilst the difference between the lighest and lowest
rate of discount was m the calamitous years 1837 and 1839 but 2% to 23
per cent , the difference i 1847 rose to 63  If 1t was contemplated that
the number and the extent of commercial falmes would have been
lessened, the deplorable narrative of the governor of the bank, recordmg
the fallure of thirty-thiee houses comparatively m large busmess, m
London alone, to the amount of 8,129,0007, 18 a conclusive 1eply If
the enormous extent to which 1aulioad speculation has been caxrzed be
considered as an evil to which a sound system of banking could have
applied a corective, such a corrective has not been found m an Act,

* Several of the witnesses made suggestions for 1ectifymg tlus exchange by
othel means than the expoitation of gold —See Commons, 97, 2018 20283, 2579,
2614, 2620

v
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smee the passmg of which, during a period of three years, an mcreased
rarlway capital of upwards of 221,000,0007. has been authorized to be
raised by Parhament, and when the enormous sum of 76,390,000 1s
stated, on ugh financial authority, to have been actually expended on
railways m two years and a half If the power of obtammg banking
accommodation on moderate terms were considered to be promoted by
the Act of 1844, 1t cannot be said that this mportant object has been
attained, smee 1t appears m evidence that i 1847, m addition to an
mterest of 9 o1 10 per cent, a commission was also frequently pad,
rawsmg the charge to 10, 20, or 80 per cent , accordmg to the time which
Talls had torun”

The Report might have added, that if it was expected
that the amount of notes m the hands of the public would
fluctuate m exact correspondence with the fluctuations in the
amount of gold m 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 producing this
correspondence, it may be mferred that such an expectation
was enter tamed.*

Those who are opposed to the Act of 1844 bring against it
the following accusations :—

Fust. The Act of 1844 is accused of having produced an
abundance of money and a low rate of interest, and thus
have stimulated to excessive speculation. 'We showed, m the
last Section, that these are always the precursors of a pressure.

According to this Act, all persons are entitled to demand
from the issue department of the Bank of England, Bank of
England notes m exchange for gold bullion at the rate of
81. 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 mstantly converted into Bank of
England notes. The amount of notes is thus increased
beyond what the transactions of the country require. Money
becomes plentiful, the rate of imterest falls, and the low rate
of interest gives facilities to speculative undertakings

;’ S;e the Evidence telen before the Commuttes on Banks of Issue, No 2677
—2713.
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It must be acknowledged that, previous to the passing of
this Act, the bank directors had adopted the principle of
purchasing all foreign gold that might be offered them at
38l 17s. 9d. an ounce; and 1t formed a feature of thewr system
of management, as explained before a committee of the
House of Commons 1n the year 1832. When the advocates
of the Act say that 1t 18 only during a season of pressure that
the Act comes into operation,* they can mean only that 1t 15
durmg such a season that the system established by the Act
differs from the system previously in existence. The Act is
as much 1 operation when 1t gives out notes as when 1t gives
out gold.

It must also be acknowledged that on the 31st August,
1844, when the Act came mto operation, there was a large
amount of gold m the bank, and a low rate of mterest
consequently prevailed. This gold had accumulated, not
literally m consequence of the Act, but in consequence of the
prmnciple embodied in the Act. From the adoption of this
prmnciple, the gold in the vaults of the bank still farther
increased after the passing of the Act.

It must be farther acknowledged, that although the Act
requires the issue department at all times to issue notes
agamst gold, it does not require that the Bank of England
shall at all times issue 14,000,000Z against securities  The Act
merely requires that the amount shall not ezceed 14,000,0001,
And a London banker who was exammed as a witness
before the Lords’ Committee, said he expected that when the
Act came mnto operation the bank would not ssue at first
more than 11,000,000 against securities, and that the re-
mamnmg 3,000,0007. would not be issued until the rate of
mterest had advanced to 8% or 4 per cent. But the Act did
not require the Bank of England to adopt this course; and
its adoption would probably have been considered by some
parties as a departure from 1ts principle. For 1t 15 a funda-
mental prmeiple of the Act, that the amount of circulation
shall jerk up and down m exact conformity to the mmport-
ations or exportations of gold. And hence during a favour-

* Commons, 5121
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able course of exchange monmey must be abundant, and
interest must be low.

It 15 alleged that the Act still farther reduced the rate of
terest, and promoted speculative undertakings, by placing
the Bank of England m a position m which the directors
were led to adopt a new system of management.

In September, 1844, soon after the Act was passed, the
durectors, whose rate of interest had never previously been
lower than 4 per cent., reduced 1t to 2% per cent. The
object of this reduction was to mvest a larger portion of their
funds in the discount of bills. It is stated that, to effect this
object, the durectors not only reduced ther rate of discount,
but also canvassed for busmess, and thus gave a stimulus to
new tiansactions. 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 15 not an unusual thing for bankers, when
they cannot employ thewr funds at so hugh a rate 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 ate known to be in the habit of
supplying bankers with bills. But however consistent the
conduct of the dwectors may have been with bankmg prin-
ciples, the reduction of the bank rate of discount immediately
caused a reduction m the market rate, and in the rates
charged by bankers throughout the country. For it must be
observed, that when the bank lowers her rate of interest upon
money 1n seasons of abundance, 1t 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 13 4 per cent, of
course no bills are offered for discount to the bank. Then
the bank, to get discounts, lowers her rate of mterest to 4 per
cent. A portion of bills that were previously discounted by
private bankers and bill-brokers will then be taken to the
banl ; 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 8 per cent.
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the same effects would again follow. For the additional
notes thus drawn out would make money so abundant, as to
reduce the market rate of interest to 24 or 2 per cent. and
80 on. hd

But in seasons of scarcity, precisely the opposite effect
follows. For when the bank rases the rate of discount, it
has the effect of rasing 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 rase her
rate to 6 per cent. and the markel rate will mmediately
become 7 or perhaps 8 per cent. or even higher upon inferior
bills. For the bank rate of discount will be the market 1ate
for only the first class of bills—such bills as could be dis-
counted at the bank; and all bills of the second class will
have to pay an advanced rate, and those 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. Tlus low rate of mterest
was produced, in the first place, by the prmeiple of the Act
of 1844, which caused the 1ssue of a large amount of notes
against gold and slver bullion, and,secondly, by that
provision of the Act which separated the two departments,
and thus brought the banking department of the Bank of
England mto competition with other bankers and money
dealers, as discounters of bills* The dwectors of the bank
seem to think that the spit of the Act of 1844 required that
the bank should employ 1ts reseive.

« If wo keep the notes m the 1eserve, mstead of giving them out to
the public, the effect that ought to be produced by gold commg mto
the country 1s counteracted, 1t mduces a larger amount of capital to
come mto the country, because you do not allow that portion which has
come 1m to be employed If you do not put out the gold, or the repre-
sentative of gold, you entnely pievent its having any effect upon the
cureulation  The exclnmge will be kept up, and gold will contmue to

come m *t

Thus 1t appears that, although there 1s no positive enact-
ment m the Act respecting the management of the banking
department, the directors so understand ils spirit as to beheve

* Commons, 2275, 5189, 5847 to 5850, t Commons, 3009
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that when gold is going out of the country they ought to
take measures to prevent its exit; and when gold is commg
into the country, they ought to endeavour to drve it back
agamn. The first object 15 attained by ratsmg the rate of
mterest very high; the second, by reducing 1t very low. It
must, however, be acknowledged that, apart from any efforts
of the banking department, a large 1mportation of gold will
under the Act necessarly cause a low rate of mterest.

Secondly. The next charge against the Act of 1844 i,
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.

Itis alleged that one imperfection of the Act was strikingly
manifested m the beginning of the year 1846. The Parlia-
ment required that all railway companies that intended to
apply for an Act, should lodge 10 per cent. on thewr capital
within fifteen days after the meetng of Parliament It was
mpossible to say beforehand what amount of notes would be
required to make these payments It was valously estimated
at from 12,000,0007 to 25,000,0007, while all the notes in
the hands of the public amounted to only about 20,000,0007.
Ultimately the rallway companies of Ireland and Scotland
were allowed to make thewr payments m Dublin and Edm-
burgh, respectively; and the payments in London did not
amount to more than 14,000,000.* This large sum was
paid by means of the bankmg department of the Bank of
England lending out the money as fast as it was received.
Had the Act of 1844 not been m existence, the Bank of
England (as in the case of the West Incha loan, and of
previous loans) might have lent out the money before the
time of payment arrived, and no apprehensions would have
been entertamed. The notes m circulation would have been
largely increased for a fow days, and then again have sub-
sided to the former amount. As 1t wds, the payment was
not made through any virtue in the Act. And had it been
required under different cireumstances, or when the banking
department had & smaller reserve, 1t could not have been
made at all.f

* Lords, 1209, 1214 + Lords, 1209.
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It is farther alleged, that the Act of 1844 requires an
immediate contraction in the amount of the notes whenever
gold is exported for merely a temporary or specific purpose.
Between March 13 and April 24, 1847, 2,237,200/ was
exported in payments for corn An equal amount of notes
was of course cancelled by the issue department. These
notes must have been taken out of the hands of the puble, or
fiom the banking department of the Bank of England.
About the same time, the Government had occasion to
borrow of the banking department about 3,500,000L to pay
the Apnl dividends. The banking department, consequently,
for a while limited their discounts, and even refused to grant
loans on exchequer bills. Great pressure was consequently
felt, though it did not last for a long time. Now it is alleged,
that if the Act of 1844 had not existed, the directors would
have allowed the gold to be exported without immediately
contracting the notes in circulation. They would have lent
the money required by the Government, without refusmg the
loans and discounts to the public ; and the contraction of the
circulation, by being extended over ome or two months,
instead of a few weeks, might have produced mo incon-
venience.

By the Act of 1844, the circulation of the country banks
was restricted to a certain amount. The average of the
twelve weeks ending the 27th of April, 1844, was fixed for
the maximum. During some months in the year the country
1equires more notes than this maximum ; and, as the banks
can Issue no more notes of therr own, they obtamm Bank of
England notes from London. In the year 1845 Acts of
Parliament were passed for the regulation of the notes issued
m, Scotland and Ireland. Beyond certam fixed amounts, the
banks in these countries are required to hold gold equal to
the amount of notes m circulation. In both countries this
circulation fluctuates. In Scotland, the hghest amount is
in November. In Ireland, the highest amount is in January
or February. In these months they require more gold, and
this gold they obtain from the issue department in exchange
for Bank of England notes. Before the Act of 1844, the
circulation of the country parts of England, of Scotland, and
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of Treland, expanded or contracted as required by the wants
of the public, without affecting the London circulation of the
Bank of England, but under thus Act, the expansion of the
circulation of the country banks, the banks of Scotland and
of Treland, ate 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 m seasons of pressure, such as occurred m 1847,
this dramn on the London circulation may be more severely
felt.

Tt may be farther stated, that the withdrawal or discon-
tmuance 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 space formerly occupied
by those bills of exchange. But for such a circumstance no
provision 18 made by the Act.*

Thudly. It s alleged that the Act of 1844 tends to pro-
duce and to aggravate pressure, and at the same time de-
prives the Bank of England of the power of granting ade-
quate assistance, even when the pressure 1s 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 as-
sumes, that to advance the rate of mterest to a rate which no’
profit can afford to pay—to deprive solvent houses of the
means of meeting thewr legitimate engagements—to cause a
umversal reduction of prices, and thus to baffle the calcula-
tions of even the most prudent—to reduce wealthy merchants
to the condition of paupers—to deprive manufacturers of the
means of executing their orders, and thus to throw thousangds
of mdustiious people out of employment—to sell to forexgners
large amounts of goods and manufactures at less than the
prume cost, thus causing a great national loss—to paralyse
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 Iike these is a national
evil.  And such must be the opmion of those who suspended

* Londs, 232235
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the Act, and of those who approve of that suspension; for 1t
was to prevent or to remove evils like these, that the Act
was suspended.

It 15 alleged that the Act tends to produce such pressures.
By 1ssumng notes agamnst all the importations of gold, 1t
causes abundance of money, lowers the rate of interest, and
stimulates to "speculative undertaking (thus the low 1ate of
mterest m 1844 and 1845 stimulated the railway specula-
tions), and then, speculation 1s always succeeded by pressure.
If, therefore, stmilar causes produce simlar effects, and if the
futwe shall rescmble the past, the opeiation of the Act of
1844 will tend to produce pressuie.

It 18 farther alleged, that when a pressure occurs without
bemg produced by the Act, then the Act tends to aggiavate
the pressme. An unfayourable course of the exchange may
be produced by a large mmporfation of coin. The Act re-
quires 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 circulation (according to the
present meanmg of the word circulation) to an equal amount.
It 1s hardly necessary to show that these regulations must
aggiavate a pressure

It has been said, that the pressuie of 1847 was produced
by the railway speculations and the famme, and therefore 1t
was not produced or mcreased by the Act of 1844. We do
not percerve the soundness of this reasoning, and 1t seems to
show a forgetfulness of the pecular operation of the Act.
The Act requires that the amount of notes m circulation
shall fluctuafe in exact accordance with the amount of
bullion. Railway speculations, famine, foreign loans, or a
hundred other things, may tmn the foreign exchanges, and
cause gold to be exported, but 1t 18 the Act which causes our
circulation of notes to be contracted m proportion as the gold
18 withdrawn. So a hundred different circumstances may
cause gold to be imported, but 1t is the Act which causes the
circulation to be inflated in correspondence with this in-
creased amount of gold Heiein, we think, 18 the mjurious
operation of the Act When the exchanges are favourable,
gold 1s imported. The gold 1s in bars and foreign com, and
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could not pass as money. But the Act 1ssues notes against
this gold, thus mcreasing the circulation, lowering the rate of
interest, and giving rise to speculations of all kinds. These
speculations, co-operating possibly with other causes, turn the
exchanges. Notes are then taken to the bank, and gold
demanded, for the purpose of being exported. This contiac-
tion of the circulation of notes produces pressure, and the
apprehension of farther pressure produces panic.

They who contend that the Act of 1844 has not “in the
slightest degree tended either to create or to increase the
pressure”* of 1847, seem to be inconsistent in contending,
at the same time, that the Act has preserved the converti-
bility of the bank note. It wasthe pressure and the high
rate of mterest, and low prices consequent upon the pressure,
that checked the efflux of gold, and twrned the exchanges.
Now, if the Act had no effect m producmg or increasing that
pressure, the convertibility of the note, by whatever causes 1t
was secured, was not secured by the Act. If the Act did not
m the slightest degree either create or increase the pressure,
m 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 admut that the Act produced or increased the
pressure.

Tt is farther alleged that the Act aggravates a pressure by
the “panic” which it creates. It is stated that, during the
pressure of 1847, notes to the amount of 4,000,000 were
hoarded under the influence of pame, and this hoarding was
occastoned by the provisions of the Act. It muist be acknow-
ledged, however, that something of this kind has taken place
in former pressures, We noticed this circumstance 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 appre-
hension of danger. Hence the bankeis and others keep
larger reserves of bank notes on hand, in order to be prepared
for the worst, and thus the evils of the contraction are con-
siderably increased. That portion of the notes of the Banlk

# Loxds, 3106
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of England which is passing from hand to hand, may be
called the active circulation. That portion which 1s hoaided,
or kept 1 reserve to meet possible demands, may be called
the dead circulation. Now, 1t 18 quite certain that the dead
circulation, while 1t remains 1 that state, has no effect upon
the prices of commodities—the spirit of circulation—or the
foreign exchanges. These are affected only by the active
circulation. In seasons of pressure the dead cwrculation is
increased at the expense of the active ciculation, because
people hoard their money to meet contingencies. Hence we
find the pressure is often more severe than the reduction of
the bank circulation would seem to warrant. But the fact 1s,
that the pressure is m proportion to the reduction of the
active circulation, and not in proportion to the reduction of
the whole circulation. On the other hand, i seasons of
abundance, the dead circulation is diminished, the active
circulation proportionably mncreased, and hence the stimulus
given to trade and speculation 18 much greater than the
returns of the Bank of England would warrant us to expect.

If this disposition to -hoard—or, more properly, to make
provision for future or contmgent demands—existed m 1837
and 1839, when the Bank of England had the unrestricted
power of 1ssumg notes; when there was the most unbounded
confidence m her ability to render assistance—and when
every solvent person expected, if necessary, to receive that
agsistance—it 18 natural to suppose that this disposition would
be stionger in 1847, when the Bank of England had become
divided 1nto two departments—one of which could issue no
notes except agamst gold, and the other had barely notes
enough to meet 1ts own obligations, For this alteration in
the condition of the Bank of England, and the consequent
feelngs it mspired, the Act of 1844 is clearly 1esponsible

It 1 said that this desire of “hoardmg” arose from PANIC;
and that the sum thus “hoarded” amounted to 4,000,000
of notes. It is dafficult to state where prudence ends and
panic begins. This hoarding was no doubt carried on by all
the jomt-stock and private bankers, who, having recerved
from the public large sums of money payable on demand,
deemed 1t prudent to put themselves in a condition to repay
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these sums in case they should be demanded. And, from the
number of banlung establishments that exist in London, and
throughout the country, 1t 13 Teasonable to suppose that the
sums thus hoarded must have been considerable. Many
private parties, too, from distrust of their bankers, probably
kept their hoards in therr own hands. No blame, however,
can attach to the bankers; for, although this “hoardmng”
mcreases the pressure, yet, were they not to adopt this course,
their banks might stop payment, and thus a heavier calamity
would fall upon the puble.

Tt 15 farther alleged that the Act of 1844 has deprived the
Bank of England of the power of granting assistance by the
1ssue of notes durmmg a pressure, even when the pressure 1s
most urgent, and the foreign exchanges are favourable.
Before the passing of the Act, when theie was no separation
of departments, the bank directors restricted their issues
when the exchanges were unfavourable, but extended them
when the exchanges were favowable. Hence, durmg the
pressure of 1837, they granted assistance by a farther issue
of notes to the Northern and Central Bank, because the
exchanges had become favourable. Between the periods of
an efflux and an influx of gold there 1s always an mterval of
time. Thus interval 15 usually the highest pomt of the pres-
sure; and heretofore the Bank of England would relieve the
presswe by extencding her ssue of notes, i anticipation of
the gold about to arrivé By this means solvent houses were
prevented stoppmg. Confidence was restored, “hoarding”
was diminished, and the pressure removed. But the Act of
1844 does not allow this. No additional notes can be 1ssued
until the gold has ieturned. The same cowse must be fol-
lowed, whether the exchanges are favourable or unfavour-
able; and to anticipate the return of the gold, by a farthex
issue of notes, under any circumstances, however urgent,
would be a departure from the prmciple of the Act. That
such a departure, however, may be made with immense ad-
vantage to the public, is obvious from the effects which mmme-
diately followed the suspension of the Act in October, 1847.*

It 15 chuefly in this respect that the system established by

* Commons, 5387—5389
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the Act differs from the system previously in operation.
And some of the witnesses, looking no farther than ths,
merely recommended that a power to suspend the Act in
cases of severe pressure, should be lodged either with the
Government or the Bank. We feel mno regret that the
Legislature did not comply with this recommendation. It
is this 1mflexibility of the Act which makes the commercial
classes feel the unsoundness of its whole principle. Had a
dispensing power been granted, we should merely have fallen
back upon the previous system, with the additional disad-
vantage that the bank would never be able to adopt a better
system, even if so disposed. The directors had for several
years professed to govern the ssue of notes by the foreign
exchanges, but departed from that principle according to
thew discretion. The Act of 1844, by its inflexible enact-
ments, put this principle to the test of expertment. The
prnciple could not bear that test, and hence the Act was
suspended. There 18 now a chance, at least, 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 regulating
the currency by the stock of bullion in the Bank of England,
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 obtamn the adoption of our own views,
the question for our consderation 13, Whether the existing
system or that now proposed will best promote the interests
of our establishments? And we shall probably determme
that it is better to have a uniform law, the operations of
which may be subjected to some degree of calculation, than
unknown laws, which are applied or suspended according to
the impulse of caprice.

“The proposed measure is an experiment; and so ex-
cellent is the machmery, that the experiment interferes as
hittle as possible with existing interests. And the old ma-
chinery being retained by the contmuance of the country
issues, the return 1s easy to the former system, if necessary,
before any serious injury can be inflicted on the country.

VOL I ks
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“ As practical bankers, we contend that experience is the
only test of the soundness of a theory. Let, then, the cur-
rency principle’ be tried by this test. If it succeeds, the
jomt-stock bankers, in common with every other class of the
commumty, will share the advantage. If it fails, then other
principles will, perhaps, be tred; and, notwithstandmg all
the denunciations we have heard upon the subject, 1t may
perhaps be ultimately found that the principle of ¢ competing
issues, as practised m Scotland, 1s the only effective prin-
aple by which the currency throughout the Unted Kingdom
can be managed.”

It 15 obvious that “the currency principle” has been tried
and has faled. It seems now to be the proper time to try
the antagonist prmeiple—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
ingenmity which framed the Act of 1844 can construct a plan
for bringing this principle also to the test of experiment.
When this 15 done, we will judge of the soundness of the
principle by its results. So far as it has hatherto been tried,
it has never failed.

We have thus endeavoured to trace (mpartially, as we
believe) the practical operation of the Act of 1844. It is
reasonable to suppose, that under similar circumstances it
will produce similar effects. What will be its effects under
other circumstances, we have yet to learn. We have yet to
learn what will be the operation of the Act under a large
mmportation of gold, ab initis, from a favourable state of the
exchanges—what will be the effect of the Act'during a pres-
sure, when 1t shall not be suspended—and how its effects
may be increased or mitigated by any dufferent system of
management on the part of the bankmg department. We
have yet to learn how the Act will work financially durmg a
large fallng off m the public revenue, an merease of taxation,
or contracts for large Government loans; and how 1t will
work during a war, in which we may have to maintain
armies on the Contment, or to subsidize foreign powers. We
have yet to learn whether the issung department will be
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ultimately removed from the Bank of England to the Ex-
chequer, 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 Govern-
ment; and also whether the future suspensions of the Act
will ever be mfluenced by party or political considerations.
And, finally, we have yet to learn how the Act will work m
case of any large importations of gold from the mmes of
Russia or California.

‘We may be reminded that, shonld the Act work unfavour-
ably under any of the above circumstances, there 1s one
remedy always at hand—the remedy which has already been
applied—to suspend it. And no doubt, under any Govern-
ment, men will be found who will have the courage to apply
this remedy. But this will not remove the previous evil
The suspension, too, may be long delayed, and in the mean
time much mischief may arise. In the next pressure the
nation will be like “a cat m an air-pump.” The animal will
not be allowed to die, but at what precise period of ex-
haustion relief will be afforded will depend upon the views
and theories of the philosophic statesman who may at the
time be performing the experiment.

It will not be safe for practical bankers to calculate with
too much confidence upon the suspension of the Act. They
should make therr arrangements on the supposition that it
will not be suspended. And 1t behoves them to inquire what
are the prmnciples upon which, under such circumstances,
their establishments ought to be admmistered. 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.

In future, the amount of notes m circulation we observed, will
be regulated by the foreign exchanges. When the exchanges
are favourable, money will be abundant; when they are un-
favourable, 1t will be scarce. The evils arising from a scarcity
of money can only be avoided by following a prudent line of
conduct when money 1s abundant. We, then, as prudent
banlkers, ought at present to check our desires of making large

12
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profits and declaring high dividends, and be content to employ
our funds at a low rate of interest, rather than lock them up in
hazardous or inconvertible securities. 'We should call up our
old overdrafts, and our dead loans, and, if necessary, increase
our capital, so as to place owselves in the position most
favourable for meeting an adverse state of the foreign ex-
changes. In cases of pressure on the money market, arsing
from an unfavourable course of exchange, the Bank of
England will not be able, as heretofore, to relieve that
" pressure by a farther issue of notes, and, so far from granting
assistance to other banks, she may, from the extent of her
transactions, be more in need of assistance herself. We
must, therefore, conduct our banks, individually, on a prin-
ciple of self-dependence ; we shall have to limit our over-
drawn accounts, to avoid all advances on meonvertible securi-
ties, and to call up such an amount of capital as shall secme
to us the means at all times of giving reasonable accommo-
dation to our customers. On the recurrence of a pressure
similar to that of 1839, the cry will be, Sauve qui peut—
¢ Every one must take care of himself.”

The knowledge we have acquired of the working of the
Act will tend to give additional force to these recommenda-
tions. The attention of practical bankers will also be called
to other points besides those which are here named.

It will become a question with them to what cxtent they
should continue to allow interest on their deposits. Some of
the joint-stock banks in London allow interest on the mini-
mum balance of a current account. Others allow interest
only on deposit receipts. But most London Bankers, whether
private or joint-stock, allow mterest on the daily balance to
their country connexions. In seasons of abundance, however,
they usually limit the amount on which they allow interest,
to prevent themselves being glutted with money from the
country banks. But should the Act of 1844 produce those
frequent alternations from abundance to pressure, and again
from presswie to abundance, which we thnk it wall produce,
then it will become a matter of consideration how far the
practice of allowing interest on deposits can be continued.
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It can never be worth a banker’s while to allow interest on
money which remains in his hands only so long as it cannot
be employed, and is taken from him the moment it becomes
valuable. During the year 1847 vast sums were withdiawn
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 3% per cent. mterest,
and the railway companies issued debentures bearmg mteiest
at 5 per cent, large sums were withdrawn from all the banks,
as well as from the savings banks, for the purpose of bemg
mvested m 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 reconsider, will be the
extent to which they should invest themr surplus funds in
Government securities Many bankers have considered 1t as
a sound prmeiple to mvest a certain portion of their funds in
Government securities. We have laid before our readers
extracts from evidence given before parhamentary commit-
‘tees, m. favour of this principle, and we expressed our own
convictions respectmg the same doctrine. But we must
acknowledge the operations of the Act are sufficient to show

this principle should be acted upon with caution, and
“Should be lLimited in 1ts 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 are low. In seasons of abundance the banker will
be full of deposits; 1 seasons of pressure his deposits will be
withdrawn, and he will, moreover, be asked to assist his
customers by farther advances. He will, therefore, always
have occasion to sell out of the funds when the price 1s low,
and thus he will sustam loss. It will, consequently, be his
wterest to employ lus surplus funds in other investments, or
even to keep his money unemployed m his till, rather than
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invest it in Government securities. His risk will be greater
1f the Act should be capriciously suspended. In October,
1847, several banks are said to have sold out of the funds
only a few days before the appearance of the Government
letter. After the issue of that letter the money was not
wanted; but, as the funds mmmediately rose, the money
could not be replaced but at considerable loss. The reports
and proceedings of the joint-stock banks brought to light
some transactions of this kind, and 1t 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
establishments 1 such a way as to be self-dependent in
gseasons of pressure.

The events of the year 1847 are sufficient to show to what
extent dependence can be placed on the Bank of England.
Several of the directors complamed that everybody 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 pressure had she refused
assistance upon the ground that she was unable to grant it.
But in former pressures there was no separation between the
issuing and the banking departments. Her great strength
lay m the power she possessed of expanding the circulation.
That power she surrendered to the Act of 1844. She then
became like “any other banking concern issung Bank of
England notes.” Her 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 issued any but Bank
of England notes, and had always a pretty large discount
account with the branch at Laverpool. Yet, m the year
1847, therr minute-book contams several entries simular to
the following *—The manager stated he had seen the agent
of the branch bank this morning, and that he would not dis-
count anythmg for us to-day.” Even m the comparative hght

* Commons, 769, 3223-4, 3941-2, 4566, 5389
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pressure of April 1847, the bank suddenly restricted their
discounts ; and, in October 1847, they were quite unable to
meet the public demand, although i some cases they lent
consols stead of money. Indeed, 1t was because the means
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 who supported the Act of 1844,
stated their opinion that the pressure of 1847 was not so
severe as some precedmg pressures How much sooner, then,
would the means of the bank have been exhausted, if the
pressure had equalled 1ts predecessors in severity!

‘While bankers should not depend on the Bank of England,
neither should they depend on the bill-brokeis. A broker,
as the name implies, 18 an mtermediate party between the
borrower and the lender. 'When money is abundant the bill-
broker has large funds at lis disposal, with wluch he will
discount at a lower rate of interest than the bankers. When
a pressure arrives, these funds are withdrawn, and his occu-
pation 18 gone. Some bill-biokers have large capitals of
their own, and take m deposits, repayable on demand ; and
to this extent they may be regarded as bankers. When
money 1s abundant, sometimes cunning people, wstead of
gomg to thewr own bankers, will take thewr bills to the bill-
brokers, who will discount them at a lower 1ate* and when
the pressure anives, and the brokeis no longer discount, they
thimk to return to thewr bankers. It 1s sad that some
country banks have occasionally adopted the same system,
But 1t is clearly a bad system for any bank to adopt. A
bank that is dependent on re-discount will most likely feel
some inconvenience 1 a season of pressure, even when the
bills are all undoubtedly good. But if the bank has, from a
desire of making large profits, been mduced in seasons of
abundance to re-discount inferior bills, the results may be
more sertous. For in a season of pressure, a large portion of
those bills will not be paid, and the bank will have to pro-
vide payments for its own indorsements, while its former
channels of re-discount will be closed. All the joint-stock
banks that stopped payment in 1847 had been accustomed to
1e-discount; and though some of them were unsound in
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other respects, yet the immediate cause of their stoppage was
the inability to re-discount. We again refer to the pro-
ceedings of the Bank of Liverpool. “The manager stated
that out of two small sums of 10,000L sent to London to the
brokers, only one had been done.”—¢ We had then 100,0007
at call with ceitain bill-brokers, who were unable, when
applied to, to return us more than 25,0004” The governor of
the bank stated that the falure 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 principal 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 Till-brokers: they should also avoid de-
pending on other banks. Some banks in manufacturing
districts are m the habit of discountmg with banks in agri-
cultural distriets. A very good practice, as we thnk. But
the banks requiring the discount should always recollect that
when a pressure arrives, the discounting bank may have
other ways of employing 1ts 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, m geasons of pressure, they have immense claims
upon them.* Tf free from a run upon themselves, they will
endeavour 5o to admimister thew funds as to afford reasonable
assistance to all thewr connexions. And 10 one connexion
should expect to receive more than this reasonable amount
of assistance.  But they may themselves 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. The panic of 1825
commenced by the farlure of & country bank. In such a case
the London hankers 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
Commuttee of the House of Lords—*The London bankers
and discount-brokers 1efused to grant the usual accommo-

# Commons, 2844—8
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dation to their customers, and necessarily obliged every one
requiring assistance to resort to the Bank of England.”

The most effectual way of acquiring this self-dependence
that we have been recommending, is to call up an adequate
amount of caprtal. Duiing 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 deposits may be with-
drawn.,  Secondly, many of his customers, and some pro-
bably 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 be renewed; and should he call up any
of his permanent or dead loans, 1t will resemble calling
spuits from the deep. In thus case he will find the benefit
of a large capital ; and it 1s only by means of a large capital
that all these operations can be performed with comfort to
hmself and satisfaction to his customers. But if we merease
our caprtals to the full extent that may be required m 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 a bank with a
small capital. It seems therefore likely that the average
1ate of banking profits will be reduced.

The fluctuations m the value of money produced by
attempting to regulate the currency by the foreign exchanges
are injurious to both the London and the country bankers.
In seasons when money is abundant, the bankers obtain but
a low rate of interest on their loans and discounts—and they
are tempted to make imprudent mvestments in order to
employ their funds. And when, on the other hand, money is
scarce, the amount of therr lodgments 1s reduced—the rate of
interest allowed on the permanent deposits is advanced—a
larger sum 1s kept unemployed in the till—and there is more
Ganger from losses, either by the failure of parties in debt to
the bank, or by the necessity of realismg Government
securities. Those country bankers who are in the habit of
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re-discounting therr bills i London are induced, when money
18 abundant, to carry this system to a great extent, because
they can obtamn money at 2 or 3 per cent. m London, and
lend it 1n the country at 4 or 5 per cent. But when money
becomes scarce they have to pay an exorbitant interest or are
demied discounts altogether, and they are then compelled to
refuse their customers their usual accommodation, and then
great distress is occasioned in the provinces. Xxcept under
peculiar circumstances, both the extremes of abundance and
scarcity of money are unfavourable to large banking profits.
A state m which money is easy without being abundant, and
valuable without being scarce, is the most conducive to the
prosperity of both the banking and the commercial mterests
of the country.

‘While, however, the profits of a banker from the ordinary
operations of his business may be dunimshed, 1t is possible he
may have opportunities of malmg other piofits by those
fluctuations m the prices of public securities, which usually
occur in the different periods of a cncle of the cumrency. In
the first period, immediately after a pressure, money is abun-
dant without speculation; i the second peiiod, money 18
abundant and speculations abound ; m the third period, specu-
lation begms to decline and money is m demand; in the
fourth period, money is scarce and a pressure arnves It 1s
impossible to say how long each of these periods may last, as
they will be mfluenced by political events—the abundance of
the harvests—the direction which speculation may take—
and the state of the public mmd Therr approach or decline
1s gencrally indicated by the stock of gold m the Bank of
England.

During the fist period money will be abundant, because
the 1mportation of gold will cause an increased 1ssue of bank
notes; because, the import of commodities being dimmnished,
there will be fewer bills drawn from abroad upon English
lhouses, 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 1t on A banker at this period, will have more money
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than he can employ. But at this period, the prices of the
public funds and of other securities are low. The Aect of
1844, by causing great fluctnations m prices, gives great
advantage to prudent capitalists, at the expense of the less
prudent or less wealthy classes of the commumty. «AIl
fluctuations in trade,” says Mr. Gurney, “are advantageous
to the knowmng man”* To those who are not “knowing
men,” these fluctuations are mjurious. The abundance of the
circulation produces a multiplication of contracts, and then
the contiaction of the circulation produces an inability to
fulfil them.t And those who have stock or any other kind
of saleable property, are obliged to realise in order to fulfil
their engagements, Bankers may durmg 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 securities 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 rate of mterest. The securities purchased by the banker
in the first period, will now be falling due or advancing in
puce.  But this will be the pertod of his greatest danger, and
he must have a care not to let his desire of getting higher
interest lead him to malke undue advances upon the com-
modities or secunties that may be the subject of speculation.
The third period will be the most profitable for the banker
in his direct busmess. Money will be i full demand at a
good rate of mterest, and his deposits will haidly have begun
to declme. He should now sell out stock and exchequer
bills, or any other secunties likely to be affected by the
approaching pressure He should make advances only by
duscounting short bills or making short loans. He should
weed his accounts of such customers as have deeply engaged
1n the previous speculations—and put himself m a condition,
to support liberally thiough the piessuie, those who may be
entitled to his assistance.

Tt seems, therefore, probable that bankers will, under the
Act of 1844, endeavour to make up for diminished profits by

* Lords, 1824. 1 Loids, 3815
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dealing more largely in securities. According to the evidence
of Mr. Pease, the fluctuations in the currency have already
produced similar effects m the departments of trade and
commerce.

«1 stated, as clearly as I was able to do, that the man who bought
from hand to mouth, which 15 the common case, and cid not watch
those fluctuations of capital, so as to buy when thmgs were unusually
depressed, and to sell when thmngs rose agam, failed. The only man
who succeeded m makimg money, succeeded m carrymg on a speculative
kind of busmess, that has smsen from the want of regulamty m the
values of money and produce The man who did not so speculate—
buymng largely at one time and selling very freely at another—did not
succeed. Itis of gieat mmportance that persons who do not deswe to
carry on & speculative busmess should have some agsurance that it is
moderately productive  That assmance they have lost, by bemg
suddenly deprived by those fluctuations of that wiich they thought they
had secured by their mdustry.”*

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 m the publc secuuties merely with a
view of malig 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 disregard the steady pursuit of hus trade.

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 department; and was

to be managed like “any other banking concern 1ssuing Bank

of England notes.” Taking this view of the bankmg depart-
* Commons, 4700, 4702,
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ment, we propose to inquire on what principles it ought to be
administered. 'We shall do this, however, not so much with
the view of bringmng forward 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 depart-
ment smee 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 selected from
the mercantile classes of London, virtually, by the other
directors, who form what is called a House Last. They re-
commend certain peisons to be chosen as directors, and the
proprietors always follow this recommendation. The court
hold thew meetings every Thursday, and they then receive a
report of the tiansactions of the preceding week.

The executive administration, in the meantime, 15 in the
hands of the governor and deputy-governor, who may be
advised or assisted by the committee of treasury. This com-
mittee 18 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 be the next
deputy-governor. A director 18 at first an ordmary director,
and attends the weekly meetings of the court. In turn he
becomes, for one year, a member of the commaittee of
treasury ; 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 be called together
specially by the governor. Sometimes they discuss the
meagures that are to be submitted to the next meetng of the
court; but the court do not now so readily as formerly adopt
their recommendations. The governor and deputy-governor,
for the time bemg, make all loans and advances, and some-
times raise the rate of discount, without waitmg for the
opmion of the court. They conduct all negotiations with the
Government, and, subject to the sanction of the court, have
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the whole administration of the affairs of the bank. Each
divector must hold 2,0007 bank stock ; the deputy-governor,
3,000%.; and the governor, 4,000, It 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 directors shall, by ballot, think
best qualfied. Several suggestions were made before the
parliamentary commuttees, for improving the composition of
the court of directors. It was proposed that all the directors
ghould not be taken from the commercial classes, but that
some should be selected from the banking and manufacturing
mterests, It was also asked, whether a permanent governor,
either for life or for a number of years, would not be prefer-
able to the present system.

The Act for separating the two departments came into
operation on the 31st of August, 1844, and the following was
the first return made mnder the Act, showmng the condition
of the bankmg department on the 7th September, 1844 .—

Account of the Inabilvtres and Assets of the Bank of England, for the week
endung Tth September, 1844,

Dr. ISSUE DEPARTMENT, Cr.
Notes 1ssued . £28,851,295 | Government debt. . . £11,015,100
Other securities . 2984900

Gold com and bullion 12,657,208
Silver bulton . . . . 1,694,087

£28,351,295 £28,351,295

BANKING DEPARTMENT.
Proprietors’ capital . . £14,553,000 | Government securities . £14,554,834

Rest . . . . . 8,564,729 | Other secunifres . . 7,835,616
Public deposits . 8,630,809 | Notes . « . e . 8,175,025
Other depositts « . . 8,644,348 | Gold and mlver coin 857,765

Seven-day and other bills 1,030,354

£81,423,240 £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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Tt will be seen from the above, that the means or funds of
the banking department for carrying on its business, consists
of :—1. The Paxd-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 securities” and in “other securities,” and the
remainder is kept as a reserve in the till.

1. Viewing this as the condition of a private and inde-
pendent bank, the first thing that would strike the mind of a
practical banker, would be the large amount of the pATD-UP
oAprTAL. The capital is 14,553,0007 ; while the total de-
posits are only 12,275,1577. The object of a large capital is,
in the first place, to secure the public confidence; then, to
have the means of repaymg the deposits whenever demanded;
and also, of affording to the customers of the bank every
reasonable accommodation in the way of loans or discounts.
But after making due provision for these objects this amount
of capital appears unnecessarily large. Were it only 7,000,0007,
that would be amply sufficient for carrying on the present
extent of business, and the rate of dividends might then be
increased. All above this amount could only be invested in
Glovernment securities, never likely to be required for bankmg
purposes ; and if required, could not be suddenly reahsed, or
at least not within the period in which they are likely to be
wanted.

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

The Rest, or surplus fund, or Guarantee Fund, as 1t is
sometimes 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 for the
security of their deposits, but to guarantee to the shareholders
the wmformity of the dividend. If, m 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 probable loss that might arise in con-



on Banking 129

ducting that business. If the fund 1s five or six times the
amount of the deficiency that might possibly arise in making
up the annual dividend, 1t would appear to be sufficient For
if, after making up this deficiency for ome, two, or three
yeafs, it should appear that the profits of the bank had
become permanently diminished, then the course would be to
1educe the dividend, until the surplus fund had recovered its
former amount,

Banks that have made large profits, have either mereased
the dividend, or distributed them among the shareholdeis 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 addi-
tional capital, the bank had on the Tth of September, 1844,
a rest, arismg from surplus profits, of 8,564,729 No other
“ banking concern carrymg on busmess with Bank of England
notes,” would think 1t necessary to keep such a rest. Neither
the kind nor the extent of busimess carried on 18 ever likely
to requne anything like this amount to meet any occasional
losses. The amount 1s altogether excessively dispropoltionate
Jto the purposes for wlich a surplus fund is usually apphed,
and at the same time 1t tends to give an erioneous view of
the profits of the bank. This rest is employed in the business,
and yields profits, but 1t pays no dividends. The profits go
to swell the dividend on the capital, and hence the capital
appears to yield a profit of 7 per cent. But the dividend of
7 per cent 18 not made upon the capital alone, but on the
capital and rest together, and hence upon the funds employed
1t amounts to only about 52 per cent.

3. Tar DEposITs.
The Public Deposits are thus classified :—

£
Exchequer account v e .« 2,198,000
For payment of Dmdends - . 815,000
Savings Banks, &¢ . Ce e e 501,000
Other public accounts , e e 617,000
£3,631,000

VOL I. K
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The “Exchequer account’ is the current account with the
. Govérnment, and this account is credited with the amount of
the taxes as they are lodged in the bank. In the beginnmng
of January, April, July, and October, this account is debited
for the amount necessary to pay the quarterly dividends, and
the amount 13 carried to the credit of the account ¢for
payment of dividends.” The balance here standing to the
credit of this account 1s 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 Commussioners for the reduction
of the National Debt, who afterwards mvest 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 certan
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 me
required to be lodged in some one or other of the branches
These may form the  other public accounts.”
The Private Deposits are thus classified -—

£

Ralways . . . . . .« .o 80,000
London Bankers N PR . 963,000
Fast India Company . . . . 636,000
Bank of Ireland, Royal Bank of Scotland, & 175,000
Other Deposits <. . 5,631,000
Deposits at Branches .o . . 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 perma~
nent, whether repayable at fixed periods, or hiablé to he
suddenly withdrawn. He would thus asceitain what propor-
tion could be profitably empldyed, 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” mereases gradually during the quarter,
from the recept of the taxes, until the commencement of the
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next quarter, when 1t 1s largely reduced by the payment of
dividends. He will, therefore, provide for these quarterly
payments ; but his provision will be less ample when mnformed,
that, as the public deposits decline, the private deposits will
merease, and more especially those of the London bankers.
This 18 paitly in consequence of the bankers holdmg powers
of attorney to receive the dividends due to parties who
reside in the country, and partly because the abundance of
money caused by the payment of dividends mecreases their
own deposits, and thus enables them to keep for a time larger
balances in the Bank of England. We have aheady said
that no rule can be given as to the amount of notes which
any banker should keep m his till—the proper amount can
be ascertammed only by experience. But we should imagine
that m ordmary times the deposits in the Bank of England
are sufficiently steady to prevent any perplexity on the
subject. We may be asked what we mean by “ordmary
times,” since now every year differs from its predecessor, and
the steadness and uniformity which heretofore characterised
banking and commercial affairs aie no longer known We
reply, that by “ordinary times,” we mean those times that
are the least affected by the foreign exchanges, For some
years past 1t has been the practice to regulate the issue of
bank notes by the foreign exchanges When the foreign
exchanges bring gold mto the country, bank notes are issued
agamst 1t, money becomes abundant, and the bank deposits
increase When the exchanges take out gold, the bank notes
are diminished, and the bank deposits declme. Tlis system
has, m a great measure, been acted upon by the bank
directors since the year 1832, and 1t 1s now rigidly enforced
by the Act of 1844. These extraordinary seasons of great
influx or great eflux of gold appear to be subject at present
to no/general rules. But at other times there seems to be no
reason’whythe Bank of England should not profitably employ
a large portion of her deposits. We may observe, however,
that as the bank allows no interest on any of her deposits,
shé- sustatns no less even when they are not employed ; but

were they to be empleyed her profits would be gréater.
- K 2



132 A Practical Treatise

4, With regard to the INVESTMENTS, a banker would in-
quire first, Are they safe? secondly, Are they converitible ?

There seems no ground to question their safety—their
convertibility 18 not so obvious. The Government stock,
Exchequer bills, and East India bonds, must be considered
m ordmary times, and to a reasonable amount, as stuctly
convertible. But this is not the case with the Government
apnuities. They could not be sold in the market; and even
by private negotiation, few buyers would be found, except the
insurance offices. KEven with them the negotiations would
probably occupy considerable time. As to the city bonds,
railway bonds, and moitgages, they would in a season of
pressure be altogether useless. It may be sad, that the
bank’s caprtal being so large, a portion may, without meon-
venience, be locked up in dead secumties. This observation
is valid to a certain extent, 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
“Btock and annuities.” The first 15 an annwity of 585,7401,
usually called the “ Dead Weight,” which commenced on the
5th April, 1823, and is to contmue for forty-four years fiom
that time. Other annmties arose out of the Bank Charter
Act of 1833  The Government were to pay to the hanl one-
fourth of the permanent debit of 14,686,800 amountmg to
8,671,7007. At first it was arranged that the bank should
receive m payment of this sum, 4,000,000L 3 per cont.
reduced annuities; but 1t was afterwaids changed to an
annuty for twenty-six years, to expwe m 1860, at the same
time as the “ Long Annwuity.”

The bills discounted, and the short loans called « Advances
on bills of exchange, exchequer bills, stock, &c ;7 are most
legitimate bankmg mvestments,

The plan of grantmng short loans was commenced m 1829,
to obviate that tightness in the money market, which was
felt for a month or six weeks before the payment of the
thvidends, through the gathering in of the taxes mto the
exchequer. The rate of mterest charged, was usually about
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one per cent. less than the discount charged on bills The
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 interest, and the und of secuwties on
which loans would be made, and the time of repayment.
The first notice was 1ssued on the 8rd of December, 1829,
and the practice continued until after the passing of the Act
of 1844.

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 seem
to be 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 tune when 1t may not be exactly convemient for the
banker to make them. All large accounts may at tumes be
attended with some inconvemience. But if a banker takes
such accounts, he must make lus arrangements accordingly.
In the present case, the bank has the advantage of knowmg,
by the progress of the lodgments on the “Exchequer ac-
count,” whether such advance 18 Iikely to be required

When the Government requires these advances, the bank
must erther make them out of her reserve m the till, or sell
public secuities to obtain bank notes, or restrict her advances
to other parties. It 1s peculiaily unfortunate that the
Government is more likely to requre these advances in
seasons of pressure, inasmuch as in those seasons the taxes
are usually less productive and are less punctually pad.
Hence the bank mey be called upon to make advances to
Government at the same time that similar advances are
required by the commercial classes. In some cases the bank
might not have the means of making advances to both
parties Had the Government requived such advances m
October, 1847, the commercial distress must have been
considerably mereased.

5. Tae RESERVE.—A piactical banker would, at fist
sight, consider this reserve as too large. From the amount
and character of the deposits it would not appear that so
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large a reserve was necessary, and a portion might well be
employed in earning interest mstead of lying unproductive m
the t1ll. But, before we condemn the bank divectors, we
must give tlis matter farther consideration. We have
already stated that, even before the passing of the Act of
1844, the directors had been mn the halat of issuing their
notes against gold and siver bullion; and when a large
amount of notes had been thus issued, the deposits in the
bank were increased Now, when tlus Act came mto
operation—August 81st, 1844—the bank had in this way
acquired a large amount of gold and silver bullion ; mdeed,
she does not ever before appear to have had so large an
amount in the whole cowse of her history. If we look to
those years which preceded pressures (for m these years
gold on hand 1s usually large), we shall find that in 1824 the
amount was 18,810,080/ , m 1836 the highest quotation is
7,801,000¢ , and m 1838 it is 10,126,000Z. ; but on the Tth of
September, 1844, the amount returned m the issue depart-
ment 1s, gold 12,657,2080 and silver 1,694,0877, while the
sum of 9,082,790 was retamed 1 the bankmg department.
Notes, of course, had been issued against all this bullion, and
the deposits in the bank had consequently mereased. “ Well,”
1t may be sad, “this will account for the increase of the
deposits, but not for the merease of the reserve. Why were
not the deposits mvested ™ We will explam this. There
are some classes of investments which the bank directors can
make mdependently of other partis. For mstance, they
can purchase Government stock, exchequer bills, and ralway
bonds, just as they please. But, as we lave stated, 1t is not
prudent in a banker to mvest the temporary merease of his
deposits n this way, as, when the deposits are withdrawn, he
may have to sell these securities at a lower price, and thus
sustamn loss. There are other classes of investments for
which the bank 15, to a certam extent, dependent on other
parties; such, for example, as the dwscounting of bills and
the grantng of loans. The bank directors cannot invest
their money in these ways unless there are patties willmg to
recerve 1t Now, while a portion of the notes 1ssued agaimnst
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gold and silver bullion are lodged with the bank in the form
of deposits, another portion, and sometimes the largest
portion, do not go mto the bank, but are circulated among
the publie, and soon find their way mnto the hands of bankers,
bill-brokeis, and money-dealers, who, from the abundance of
money, will discount bills and grant short loans at a lower
1ate of mterest than the bank. The bank will, theiefore,
have no farther apphications. When her bills and loans fall
due, they will be paid, and the amount will go to increase
her reserve. Thus 1t appears that the notes which, m a
favourable course of the foreign exchanges, are issued agamst
gold and silver bullion, will tend 1 two ways to increase the
banlk reserve, first, by increasing her deposits, and secondly,
by dimmishing her securities. This will account for the
large amount of the reserve. The rule laid down Dby the
durectors is, that the reserve should be about one-third the
amount of the deposits

Having given these explanations, we shall now proceed to
notice the operations of the bankng department of the Bank
of England smnce its separation from the issuing depaitment
by the Act of 1844 —

L The operations of the Bankimg Department, from the
passing of the Actin 1844, to September 5, 1845.

The Act came into operation on the 31st August, 1844,
and almost immediately some important changes were intro-
duced. Up to that date the bank had never discounted at a
lower rate than 4 per cent. This rate, m ordmary times,
had seldom 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 24 per
cent., and on notes to 3 per cent. On the 18th March, 1845,
the bank introduced the prmaple of a minimum rate of
discount; fixing 24 per cent. as the rate on first-rate bills,
and chargmg a Iigher rate on other bills The object of
these changes was to employ a portion of the reserve m the
discount of bills.

This line of conduct was by no means unwarranied by the
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practice of “ other banking concerns.” It is an established
prineiple m practical banking, that a banker, when he cannot
employ his surplus funds at so high a rate of interest as he
wishes to obtam, should employ those funds at a lower rate,
rather than keep them unemployed in his till. And 1t is
also an established practice to charge different rates of
discount on different bills, according to the class or character
of the bills—the respectability of the parties—the time they
have to run—and a variety of other circumstances. In
adopting these regulations, therefore, the directors were only
performmg the work assigned to them, of conducting the
banking department «like any other banking concern 1ssuing
Bank of England notes.”

These changes gave rise, in the parliamentary committees
of 1847, to some discussion upon the question as to whether
the Bank of England governed the market-rate of interest;
or the marketrate of interest governed the bank-rate?
There can be but httle difference of opmion upon this
subject. The “market-rate” of interest 15 the rate which
bankers and bill-brokexs charge for discounting first-class bills
to the public. 'When the foreign exchanges are brmgmg
gold into the country, and notes are 1ssued agamst this gold,
the abundance of money 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 s
gomg out of the country, and money becomes scarce, the
market-rate is higher than the bank-rate. If durmg 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 gwve it
increased strength. Though she cannot make money dear
when 1t is cheap, nor cheap when it is dear, yet when 1t is
cheap she can make it cheaper, and when 1t 18 dear sho can
make it dearer. Hence, every alteration in the bauk-rate
bas always an immediate influence on the market-1ate.

Such was the case m September, 1844  The large mpor-
tations of gold had reduced the marketate of discount to 21
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per cent, while the bank charged 4 per cent But when the
bank reduced he1 rate to 24 per cent. the market-rate went
down to 2, and even to 1} per cent. To engage actively m
discountmg bills was a new feature i 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 eccasionally a
bank of discount. But the Act of 1844 placed the bank m a
new position, and led to the adoption of new principles.
Formerly the bank had invested her surplus funds m Govern-
ment securities. But when she purchased, the price advanced ;
and when she sold, the price fell. This produced a fluctua-
tion mconvenient to the public. Often, too, she pwchased
when the price was high, and sold when the price was low .
and thus sustamed loss. It was therefore deemed preferable
to invest a portion of her reserve imn the discount of bulls.
The sums thus invested would return as the bills fell due,
and the reserve could at any time be strengthened by check-
mg the discounts.

The directors having determmed to invest a portion of
their funds in discounts, 1t became necessary to reduce themr
rate of mterest to nearly the market-rate, or they would
have got no bills.

An emment London banker, distinguished by ns support
of the Act of 1844, says—*If the bank 1s to continue as a
large discountmg body (of the expediency of which I en-
tertamn considerable doubts), I think it very deswrable that 1ts
1ate of mterest sbould conform to the real market value of
money.”* The directors seemed to think 1t necessary that
they should in some way employ thewr reserve, i order to
prevent the too great accumulation of bank notes in the 1ssue
department.t We here give no opinion as to the best way
of employmg the bank’s reserve, but we are quite ready to
admit, as the goveinor admits m 1eply to a question, that
“the true principles of banking are, first, that a bank shall
never place itself in such a position as that 1t shall be unable
to meet 1ts liabilities; and next, that 1t shall employ the

# Louds, 1682 Commons, 8000
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whole of its resources at the greatest profit that 1t can with
reference to prudence, looking to its reserve.” *

In thus commg into competition with the money dealers,
reducing the rate of mterest, excitmg a feverssh state of
feeling in the public mind, and giving facilihes to the
formation of companies for speculative purposes, the bank
directors are accused of having violated thewr public duties as
the bank of the Government, and thus sacrificed the mterests
of the nation to the interests of thew proprietors. We shall
not meddle with this question. We have here nothmg to do
with the pusLic duties of the bank directors. We are
considermg the bankmg department as “any other banking
concern.”  Generally speakmg, Providence has so constituted
human society that all banking companies, and all individuals
too, will most effectually promote the public interests when
by honourable means they promote their own. If this is not
the case with the Bank of England, 1t must have arisen from
the acts of the Legislature, and the fact—if it be a fact—is
presumptive cvidence against the wisdom and the justice of
those laws by which she was placed m that position.

At the close of this peniod we find that the London
discounts had mecreased from 118,000% to 2,365,000L, and
the «City Bonds, &c.” had increased from 8,357,000L to
4,009,0002, owing, 1t is presumed, to the puichase of 1a1lway
debentures. The circulation of the wssumng department had
increased from 28,351,2957. to 28,953,3007.,1 and the minimum
rate of interest charged by the bank was 2% per cent.

II. The Admmistration of the Bankmg Department from
September 6, 1845, to September 5, 1846.

Duimng this period there were three alterations in the
minmum rate of interest. On October 16, 1845, it was
raised from 2% to 3 per cent.; on November 6th to 8% per
cent.; and on August 17, 1846, it was again reduced to
3 per cent. In fixing the rate of discount, the directors took
into account the amount of bullion m the issue department,
the reserve m the banking department, and the amount of

4 Commons, 3722
I See the Retwns at the eud of this Scetion
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the discounts. The amount of bullion virtually 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 1t was only from this source that any advances
could be made. Hence, sometimes one object of raising the
rate of discount was to diminish the number of appheations.
It was thought better to piotect the reserve by 1amsmg the
rate, than by positively refusmg to discount.

In the begmnmg of 1846 a circumstance occurred which
increased both the deposits and the discounts of the bank,
and added greatly to her profits. The 1ailway companies
who were desirous of obtainmg Acts of Parhament to autho-
nze the construction of thewr lines, were required to pay
mto the Bank of England, withm fourteen days after the
meetmng of Parliament, 10 per cent. on the estimated amount
of thewr capital—to be returned when the company had
obtamed the Act, or when the application 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 railway deposits as she had been
accustomed to act with the public deposits previous to the
payment of dividends. As fast as the money came in, it was
lent out, and thus a transaction of large magmtude was
effected without much difficulty. This shows the importance
of a Government bank. Had the deposits been required to
be lodged in the exchequer, and there to 1emam until re-
claxmed by the railway companies, the operation could not
have been effected. The bank could have performed 1t with
greater facility previous to the passmg of the Act of 1844.
She could then have lent out her notes defore the lodgments
were required to be made; there would have been no
previous apprehensions, nor any tightness duimng the opera-
tion.

III. The Admmistration of the Banking Department from
September 5, 1846, to September 4, 1847.

In September, 1846, the minimum rate of discount was 8
per cent. On January the 14th, 1847, it was rawsed to 3%
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per cent., and on the 20th of the same month to 4 per cent.
On Apuil the 8th to 5 per cent., and on the 5th of August to
5% per cent.

During the whole of this period the foreign exchanges
were unfavourable, and the circulation of the issuing depart-
ment dechined from 29,760,8707 to 22,396,845..* This was
attended by a decline in the reserve of the banking depart-
ment, and an increase m the amount of loans and discounts

The bank direetors did not raise their rate of discount
above 3 per cent. until the month of January, 1847. For
this they have been severely censured by parties who have
had the advantage of not bemg compelled to form any
opinion until after the result was known. The month of
April was an important month. From the deficiency of the
harvest, large importations of corn took place. These
mmports were paid for 1 gold, which was suddenly withdrawn
from the 1ssue department, for exportation.

Contemporaneous with this export of gold, the Government
required to borrow 3,500,000Z upon deficiency bills in order
to pay the dividends. Under the old system tlus might not
have been a matter of much importance, but the case was
different under the Act of 1844. The banking department was
1ather 1 danger of gettmng into what the Americans call “a
fix” To avod this “fix,” the directors ramsed the 1ate of
discount to 5 per cent.; they refused to lend money even
upon exchequer bills, they limited their discounts; and they
horrowed 1,275,000 on consols. These measures caused a
severe pressure on the money market, but 1t soon subsided.
From this period the foreign exchanges were favourable to
this country.

The operations of this month of April, 1847, have given
nse 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 safely entrusted to the bank
diectors.  They say that 1f the bank had advanced its rato

* By deducting 14,000,0002 fiom this sum, we sco the amount of gold and
silver bulhon on hand 1 the 1ssue department
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of interest they might have prevented the unfavourable course
of exchange, and consequently have avoided the pressure
which then occuried. On the other hand, 1t has been stated
that the bank ought to be gwded in 1ts rates of interest by
the amount of its reserve—that from November, 1846, to
April, 1847, the reserve was above one-third of 1ts deposits, a
greater reserve than any other bank would think it necessary
to keep—that the demand for gold was so sudden, and for so
large. an amount, that no ordmary rules could have prevented
1t; and even had 1t been prevented, it might have been
mjurious to the country, as it would have checked the im-
portation of corn which was then required in consequence of
the deficiency in the harvest. There can be no doubt that,
under the Act of 1844, a sudden exportation of gold must
cause a sudden contraction of the amount of notes m cmeu-
lation, This “self-acting machme” acts by jerks, like a
steam-engine without a fly-wheel; and 1ts advocates look to
the banking department to supply the fly-wheel, and to cause
the machmme to move smoothly and equably. It may be
doubted whether the banking department has the power of
domg this. But when this 18 not done, the advocates of the
Act throw the blame upon that department They resemble
the comt preceptor, who, when the royal pupil did anything
wrong, inflicted the beatmg on his fellow-student. If on this
occasion the bank did wrong, 1t may be femed that 1t was
her court connexion which led her astray. The Goveinment
weie then negotiating a loan of eight millions for the relief of
Ireland. And “there was a feelng in the court that. in the
face of the Government negotiating a loan, 1t would be an
act of want of courtesy to put up the rate of interest imme-
diately.”* In the secret hustory of the Bank of England we
may possibly find other mstances of similar faults. But
if on the present occasion she was influenced by such con-
siderations, she did not act “like any other bankmg con-
cern.”

The events of Apil, 1847, also lead us to remark that the
T.ondon bankers never vary their rate of discount with a view

* Commons, No 8001
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to regulate the foreign exchanges. If it behoves the banking
department to do this, it has certainly to perform duties
which aze not considered to belong to ““any other banking
concern.” Nor do the London bankers suddenly and abruptly
stop discountmg for those customers m whom they have con-
fidence. The frequent occurrence of such suspension of
loans and discounts as occurred m April, 1847, would form
an insuperable barmer to the bankmg department ever ac-
quing that kmd of busmess wluch 1s cawried on by the
Tondon bankers. No merchant would lhike to depend on
such a bank for the means of makmg his daily payments.
We believe, however, that most mercantile firms that have a
discount account with the Bank of England have another
bankmg account elsewhere, and some have also accounts
with the large bill-brokers.

The pressme that existed m April, 1847, has been attri-
buted to the publication of the amount of the bank’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, knowmg that by lills fallimg due, or by
other means, she would soon receive a sum that would re-
plemsh her coffers. But the public, seeing only the amount
of the reserve, and knowing nothing of the sums about to be
received, might become unnecessarily alarmed, and hence a
penic might ensue. Upon this ground, some parties ques-
tioned the policy of publishing the bank accounts m their
present form. But the remedy for this is not to suppress the
returns, but to circulate throughout the coramunity such an
amount of knowledge as shall enable them to judge accu-
rately respecting banking affairs. Other parties, of a higher
class than those we denominate the public, have fallen into
erroneous opinions by a Iteral adhesion to these returns.
Almost up to the time of the suspension of the Act of 1844,
1t was contended by some who “sit i high places” that there
could be no pressure on the commereial classes, smee there
were THEN more notes m the hands of the public than m
former seasons when no presswe existed. And before the
Pahamentary Committees of 1847 it was stated by the
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goveinor and deputy-governor, that it could malke no differ-
ence to the public whether the bank advanced three millions,
or any other sum, to the Government on deficiency bills, or
advanced the same sum 1 loans and discounts to the com-
mercial 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 these opimons. It was shown that the amount of
notes m 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 Admimstratior of the Banking Department from
September, 1847, to September, 1848.

During this period the mmimum rate of interest was ad-
vanced from 5% to 6 per cent. on the 23rd of September; to
8 per cent, by authority of the Government letter, on the
25th of October. It was 1educed to 7 per cent. on the 22nd
of November; to 6 per cent. on the 2nd of December, to 5
per cent. on the 23rd of December; to 4 per cent. on the
27th of January, 1848; 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 m London, but also m
Laverpool and Glasgow, and other large places The fol-
lowing 1s the account given by the Governor of the bank to
the Commuttee of the House of Lords —

“ An tunprecedented large mmportation of food, caused by a deficient
harvest, required m payment the export of a large amount of bullion, to
the extent of about 7,500,000/, fiom the coffers of the bank, and pio-
bably not less than 1,500,000/ from other sources,—together 9,000,0007.
From thus great reduction m the available capital of the country, m
addition to the still larger amount mvested i raalway cxpenditure,
actmg suddenly upon a previous high state of credit and excessivo
speculation, arose the pressure m the money market Theie was an
abstraction of 7,500,000 from the bullion held by the bank, and conse-
quently a dimmution m the notes to that extent ”*

During this period the bank acted with great Liberality.
* Loids, 12
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The followmg is a list of the advances made between the
15th of September and the 15th of November :—

“1 The Bank of England bemg apphed to by a verylaige firm m
London, who had at that tme Lialilrties to the extent of several millions
sterling, advanced 150,000 on the security of debentures to that amount
of the Governor and Company of the Copper Mmmers m England, and
thereby prevented them from stoppmng payment, it was distmetly
understood that the operation was for that purpose. 2 The bank
advanced 50,000L. to a country banker on the security of rcal property
3. On the wgent representations of several parties of the fiist mport-
ance m the City of London, the bank advanced 120,000 to the Governor
and Company of the Copper Mmers, on the guarantee of approved
names, taking at the same time a mortgage on the Company’s property
for 270,000 to cover this sum, and the amouut of 150,0007 debentmes
before advanced upon, 1t was stated that the stoppage of this company
would have thrown 10,000 people out of employment 4 The bank
advanced 300,000 to the Royal Bank of Iaverpool, on the securty of
bills of exchange, over and above thewr usual discounts to this bank ;
this advance unfortunately proved madequate, and- the Royal Bank,
havmg no more security to offer, stopped payment 5 The bank
assisted another jomt-stock bank m the country with 100,007, on the
security of hulls of exchange, over and above usual discounts 6 The
bank advanced 130,000/ on real property to a large mercantile house m
London 7 The bank advanced 50,0007 to another meicantile house
on the guarantee of approved names 8. The bank advanced 50,0007
to a jomt-stock 1ssung bank on bulls of exchange, and agreed to open &
discount account with the sad bank, on condition that 16 should with-
draw 1ts 1ssues, but the jomt-stock bank stopped payment before the
arrangement could be completel 9 The bank advanced 15,0007 on
real property to a large establishment m London 10 The bank
assisted, and prevented from failmg, a large establishment m Taverpool,
by forbearing to enforce payment of upwards of 100,000 of therr accept-
ances, and engagmg to give further ad 1f requred 11 The bank as-
sisted a very large jomt-stock bank m the country with advances on loans
on blls of exchange to the extent of about 800,000 , over and above usual
discounts 12 The bank advanced 100,000 to a country banker on 1cal
property. 13 The bank advanced a jomt-stock bank m the country
200,0007 on the security of local alls, besides discountmg 60,0007 of
London bills 14 The bank assisted another jomt-stock Lank m the
country with an advance of 100,000 on local and London bills:
15 The bank advanced 100,000 to a large mercantile house m London,
on approved personal security 16 The bank assisted & large housc at
Manchester to resume payment, by an advance of 40,0007 on approved
personal secunity 17 The bank advanced 30,0007 to a conntry bank
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on real property 18. The bank assisted many other houses, both m
town and country, by advances of smaller sums on securities, not
admutted by the bank under ordmary crreumstances, nor did the banlk,
. durng the period m guestion, reject at thenr London estabhishment any
one bl offered for discount, except on the ground of msufficient
security ”

Some of these advances were not made till after the ap-
pearance of the Government letter on the 25th of October.
Up to that date the efforts of the bank were madequate to
allay the pressure, while they largely reduced the bank’s
reserve. On Saturday, the 23rd of October, a deputation
from the London bankers waited on the Government, who
then determined to suspend the Act of 1844; and on the
same day gave intimation of theii mtention to the Bank of
England On Monday morning, a letter appeared from Loid
John Russell and the Chancellor of the Exchequer autho-
nzing the directors of the Bank of England to enlarge their
discounts and advances, and promising that if by so doing the
existing law should be mfringed, the Government would
apply to the Legislature for a bill of indemnity. The letter
suggested that these advances should not be made at a lower
interest than 8 per cent. The effect of this letter was 1m-
mediate. Confidence was restored, the hoarded notes weie
brought mnto circulation, and discounts were everywheie
readily obtained. From these causes no mnfringement of the
Act took place.

The state of the bank reserve at the date of the suspension
of the Act occupied the attention of the Parliamentary Com-
mittees. On Saturday, the +23rd of October, the notes on
hand amounted to 1,547,270l, and the coin to 447,246l
This, it should be remembeied, was the amount at the
London office and at the thirteen branches put together. At
the same time the public deposits were 4,766,000Z,, and the

rivate deposits 8 581,0007, of which 1,615,000Z belonged to
the London bankers The questions put to the governor on
this subject seemed designed to show that the bank, so far
from being able to assist others, was not m & condition to

* Commons, 2645
VOL. L. L
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meet her own engagements. But the governor contended
that the amount of the reserve should have been taken on the
Friday mght, before they were acquainted with the mtention
of the Government to wssue their letter. The reserve then
was 2,376,0000 The directors had from 2,000,000 to
92,500,0007. of stock which they could have sold, and a large
amount of the bills they held fell due in the following week.
From these sources they would easmly have mcreased 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 London bankers, such as that
which had taken place on the banks at Newcastle, the bankers’
depostts must have been withdrawn, and the Bank of England
itself might have been placed in jeopardy.

As we have considered 1n a previous Section the operation
of the Act of 1844, it 15 not necessary to pursue this subject
any further. After the Government letter was issued, the
bank still contmnued to make advances with caution, and,
with the view of not infringing the Act, they borrowed money
on the Stock Exchange at 7 per cent., though they had the
unlimited power of issuing notes.

Soon afterwards the gold began to return, and money
became abundant. TFrom the high rate of interest, the
amount imported was large; and from trade having been
paralyzed by the presswe, the demand for 1t was very small.
As the gold mereased, the bank rate of interest was reduced.
By September 2nd, 1848, the circulation of the-currency
department amounted to 26,883,5057, and the bank reserve
to 9,410,9521

To show the further progress of the bank since September,
1848, we have added the Returns for the week endmng the
2nd of February, 1849, premismg that since the year 1849
the Administration of the Bank of England has been m-
fluenced by the mmportations of gold from Califorma and
Australia, this subject being sufficiently mportant to demand
a separate consideration. We shall here merely state the
amounts of gold and sidver on hand m the first week in
September, m the years that have transpired simce 1818, and
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the minimum rates of interest charged by the Bank of
England at those respective peiods.

Date Gold, Silver Date of

8 Sept 1849 13,6§1,153 277?%77 3
7 Sept. 1850 | 15,880,617 | 219,958 21
6 Sept. 1851 | 13,674,190 | 38,375 3
4 Sept. 1852 | 21,334,921 | 19,154 2
10 Sept. 1853 | 15,866,770 |  mil
9 Sept. 1854 | 12,630,110 |  mil. 5
Sept. 1855 | 14,368,010 | mil

The following are the dates of the changes m the rate of
mterest —

Reduced, Nov 1849, from 3 to 2.
Advanced m December, 1850, from 2} to 3.

Reduced, Jan. 1852, from 3 to 24.

Reduced m April 1852, fiom 2} to 2.
Advanced, Jan. 1853, from 2 to 24.
Advanced agan, m Jan. 1853, fiom 2} to 3.
Advanced, June 1853, from 3 to 3%.
Advanced, Sept 1853, from 3% to 4.
Advanced again, in Sept. 1853, fiom 4 to 43
Advanced again, in Sept. 1853, from 43 to 5.
Advanced, May 1854, from 5 to 5%.

Reduced, August 1854, from 5% to 5.

Reduced, April, 1855, from 5 to 4%

Reduced, May 1855, from 4% to 4.

Reduced, June 1855, from 4 to 3%
Advanced, Sept. 1855, fiom 3% to 4.

The following 15 a copy of the Official Returns for the four
years that have passed under review —

L 2
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‘We have thus teken a review of the first four years of the
proceedings 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 be mte-
resting. This period 1s remarkable also as contamng one of
those monetary cycles to which we must always be liable as
long as our currency is regulated by the Act of 184+, Fach
year has a peculiar character. The first commenced ab a
petiod of full currency-—~money was abundant and cheap, the
minimum of the bank rate bemg 2} 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 commencement of the fourth
year came the pressure ; then a favourable course of exchange
brought back the gold, the 1ate of mterest was reduced, and
agam money became abundant.

Thus period is moreover mportant as an indication of the
principles on which the banking department will hereafter be
governed The governor and deputy-governor were examined
before the parliamentary committees m March, 1848. They
stated that they approved of the reduction of mterest m
September, 1844; but they expressed regret that the bank
had not advanced the rate of interest in November, 1846,
and that they suffered the reserve to fall so low m October,
1847. Should these sentiments be acted upon in future, we
may expect that the «bankmg department” will reduce its
rate of interest as heretofore; but when money becomes
searce, 1t will advance its rato at an earlier per1od, and be
less liberal i making advances.

The followmg question was put to the governor by a
member of the Commttee of the House of Commons .— You
have desciibed as pait of the operation of the Act of 1844,
that you were during the year 1847 obliged to lend consols
instead of motes, on account of the limit preserbed by the
Act,—that you borrowed on consols m April,—that you weie
obliged to raise the rate of mterest to 9 per cent ,—that you
refused loans on exchequer bills,—that there was a pressure
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m April and a panic in October,—and that Government were
obliged to mterpose by a letter, m order to protect the public
from the 1estrictive effects of the Act—Do you call that a
satisfactory history of any system P”*

‘We must, however, distingmish between “the system” as
established by the Act of Parliament, and the administration
of the banking department m consequence of the establish-
ment of that system. We have given in the preceding
section our opinion of the system. But the administration of
the Banking Department of the Bank of England under the
system has, m our sober judgment, been distinguished by a
hugh degree of both wisdom and hiberality.

The administration of the banking department smce
September, 1848, does not call for any particular remark.
We had the usual indications of the first stage after a
panic. The bullion 1n the 1ssue department mcreased from
12,883,5057 to 14,330,845/, The notes in reserve from
8,784,7951. to 9,553,460/, Money had been abundant, and
the rate of interest low. On the 2nd November, 1848, the
bank reduced the minimum rate of discount to 3 per cent.
This would probably have been done at an earlier period but
for the political aspect of the Continent. The same reason
possibly mduced the directors to maintam the same interest
to February, 1849, although this appears to be an abandon-
ment of the principle adopted in the year 1844.

SECTION X.

THE ADMINISTRATION OF JOINT-STOCK BANKS, WITH AN
INQUIRY INTO THE CAUSES OF THEIR FAILURES.

T chief points in which a joint-stock bank differed from a
private bank were,—the number of its partners—the per-
manency of its capital—and the form of its government. A
private bank formerly could not have more than six partners;

+ Commons, 3450
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a joint-stock bank might have a thousand pariners. If a part-
ner in a private bank die, or become insolvent, his capital is
withdrawn from the bank ; in the case of a partner in a jont-
stock bank, his shares are transferred, and the capital of the
bank remains the same. In a private bank all the partners
may attend to its admimstration: a jomt-stock bank 1s
governed by a board of directors. The business principles on
which these two kinds of banks are admmistered are the
same, and the observations of the preceding sections will
equally apply to both. The topics, 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 jomt-stock banks. We shall describe these banks as they
now exist, and then notice those modifications which are im-
posed on new banks by the “Act to regulate. Foint-stack
Banks,”* passed in the year 1844. After the 6th of May,
1844, it was not lawful for any new company of more than
six persons to carry on the trade or business of bankers in
Zingland, unless by virtue of letters patent to be granted by
her Majesty according to the provisions of that Act.

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

capital.
The payment of a certain portion of the capital before the
comr ent of busmess, is a pledge that the project 1s

not a mere bubble, and this 1s especially necessary when the
proprietors have no further liability. But even with un-
himted liability & certain amount appears to be necessary.
The employment of capital judiciously is sometimes a means
of acquirng business, and in case of loss there should always
be a sufficient capital to fall back upon without recurring to
the shareholders.

There is an evil m a bank having too small a capital. In
this case, the bank will be but a small bank; the number of
proprietors will be few, and the number of persons eligible to
be chosen directors will be few ; hence there will not be the
same guarantee for good management. If a bank with a
small capital have also a very small business, it had much

’ * 7and 8 Viet cap 118
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better cease as an independent establishment, and become
the branch of a larger bank. If, on the other hand, 1t has a
large busmess, with a large circulation, large deposits, and
large loans or discounts, 1ts losses will sometimes be large,
and hence the whole capital may be swept away. It 1s true,
that while it avoids losses the shareholders 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
proprietors in the form of dividends. Thewe is danger too
that the high premmm on those shares may induce many
shareholders to sell out and form other, and perhaps rival
establishments.

On the- other hand, there is an evil in a bank having too
large a-capital. In this.case, as the capital cannot be em-
ployed in the business, the directors are under the tempta-
tion of investing it in dead or hazardous securities for the
sake of obtainng a higher rate of interest; perhaps too they
may speculate m the funds, and sustain loss. Hence it 18
much better that a bank should commence business with a
small capital, and 1ucrease the amount as the business may
require.

It 15 difficult to state in all cases what proportion a capital
ought to bear to the hiabilities of a bank Perhaps the best
criterion we can have is the rate of dividend, provided that
drvadend be 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 habilities of the bank, either in notes
or deposits, must far exceed the amount of 1ts capital. Asa
general maxim, the greater the capital the less the dividend.
Let the whole capital be employed at any given rate of
interest, say 8 per cent., then the capital raised by notes or
deposit, produces, after paymg gll 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 & large capital may have increased the rate of
dividend, in consequence of having been the means of ac-
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quiring a large increase of business. It may have done this
m consequence of mspirmg the public with confidence in the
bank, and thus inducmg them to make lodgments or circulate
1ts notes; or it may have enabled the bank to make large
advances, and thus gaimned the support of wealthy and -
fluential customers.

Although the proportion which the capital of a bank should
bear to 1ts liabilities may vary with different banks, perhaps
we should not go far astray m saymg it should never be less
than one-third of 1ts liabihities* I would exclude, however,
from this comparson all habilities except those arsmg from
notes and deposits. If the notes and deposits together
amount to more than three times the amount of the paid-up
caprtal, 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 hills which 1t has en-
dowsed and re-issued : admitted; but in both these cases, the
public have other securities besides that of the bank.

Presummg that banks are to commence with a moderate
amount of capital, and to mcrease that amount as the busi-
ness mcreases, the question is suggested, what is the best way
of increasmg the capital? The Enghsh banks have followed
two ways of domg this; one, by a"further issue of shares;
and the other, by further calls upon the existing shareholders.
The capital of all the jomt-stock banks in England 1s divided
into certain portions, called shares; each proprietor holds a
certam number of these shares, and pays a certain sum upon
them. If he wishes to transfer a portion of his capital he
cannot tiansfer a half share o1 a quarter share, but must
transfer a whole share, or a certamn number of shaies Thus,
if the capital of a bank be 500,000Z 1t may be divided into
5,000 shares of 1001. each, or 50,000 shares of 107 each, and
& certain proportion of the amount of each share will be paid
up; and this proportion is called the real or the pmad- -up
capital. Thus, if one tenth of the above capital is paid up,

* Thus1s about the proportion m Seotland, but m England, or at least m

London, the capifals of the Jomt-stock Banks bear a mueh less proportion to
thewr habihifies.
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then 50,000Z will be the real or pard-up capital, and 500,000Z.
will be called the nommal capital. In the chartered banks,
on the other hand, there 1s usually no nommal capital, and
the real capital 1s not dinided mto shares o1 portions, but any
fractional sum may be transferred. The capital is then called
stock. When there 1s no nommal capital, nor any way of
Increasing the amount of the real capital, this 1s the best way.
But, 1n the other case, 1t is more convenient to have the
caprtal divided mto shares.

Some persons have objected altogether to a nominal capital ;
Dbut therr ohjections have been directed more to the misrepre-
sentations that may attend 1t, than to the thing itself. They
say, “a bank announces that it has a capital of 500,000Z,
whereas few shares are 1ssued, and but a small sum 1s paid
on each share; hence people are misled, and the bank
acquires a confidence which 1t does not deserve.” The objec-
tion here 18 agamst representmg the nommal capital to be paid-
up capital ; 1t does not bear upon the principle of a nominal
capital. In fact, we are misled by words. What 1s called
nomimal capital 18 nothing mote than a further sum, which
the directors have the power of callmg up. If this sum had
not been called capital, it would not be objected to, as 1t
could lead to no misapprehension. But the mquiry simply
15, ought the directors to have the power of calling upon the
shareholders for a fuither 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 1ts busmess had advanced would have too
small a capital. And if the bank by any unforeseen occur-
rence became mvolved, and should have occaston for further
sums to extricate itself from its difficulties, it could not make
any further call upon 1ts shareholders, although a very small
advance might prevent its utter rum. 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 1s lhikely to be in all
cases amply sufficient. But i banks of a second class, it
will always be best to give the directors the power of making
further calls upon the sharcholders.
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The second way of increasing 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 issned. 1If 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 enough for
your business, and you acquire more as you proceed. Many
persons will join a bank after it is established who would not
take shares at the commencement. Some shares are there-
fore reserved for persons of this deseription; and as the shares
are more valuable when the success of the undertaking is no
longer doubtful, they are often given out at a premium, and
always a gieater degree of caution 1s 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 persons; and hence the body of proprietors 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 1007 shares each
proprietor has taken upon an average twenty-eight shares, on
which he has paid the sum of 4447, In the banks of 207
shares, each proprietor has taken forty-three shares, and paid
859, In the banks of 107 shares, each proprietor has taken
fifty-two shares, and paid 400/ While m the only bank of -
5L shares, each proprietor has taken 117 shares, and paid
5851, Ttappeais tome that the chief objection to which small
shares are liable is, that they do not admit of a large amount
of nommal capital. The banks of 51 and 107 shares have
usually the whole capital paid up, and hence in case of neces-
sity the directors have no power to call for a further amount.

I1. Joint-stock banks are governed by a board of directors.

“The directors are chosen fiom among the shareholders at
a general meetmg—the pecuniary qualification being that
they hold a stipulated number of shares m the company.
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“ There are several pomts of view in which a man becomes
eligible as a director of a bank, mdependent of s qualifica-
tion as the holder of ‘the required number of shares. Indeed,
his’qualification as a shareholder, merely, must not be taken
into the account.

“1. He ought, in the first place, to be a man enjoymg
public confidence. Unless he is a man whom the community
contemplate as deserving of their confidence and esteem, 1t 18
not presumable he can be of much service to the bank,
either by his imfluence or character. The public ate not
likely to deposit their money in an establishment where they
cannot place the fullest reliance upon the directors; and, for
the same reason, parties of respectability will not readily be
induced to open accounts with the bank.

“2. He ought to be a man possessing a knowledge of.
commercial business. It 13 a matter of great importance to
the satisfactory and efficient management of a bank, that
those to whom is entrusted the direction of its affairs, be m
some measure conversant with the ordinary affairs of trade.
Men who are retired from business are unquestionably the
most ehigible, not merely from ther business knowledge, but
because they are mot apt to be contemplated with that
suspicion, jealousy, and distrust, which tradesmen will some-
times exercise towards such directors of a bank as are like-
wise engaged in trade. But retired men of business are not
readily to be had as directors of a bank, nor are they in most
cases disposed to accept of such an office. “Where such is the
case, men of high standing and character, engaged m trade,
should be sougltt for.

%8 A bank director should be a man of strict integrity
and uprightness. This is a quabfication perfectly mndis-
pensable to the welfare of the bank. He must be above
all trafficking in the stock of the company, or taking any
undue advantage over the other shareholders through his
mtimate knowledge of the state of then affairs as regards
the bank. He must never for a moment forget, that while
he is a partner in the concern, and as an honest man., 1s
bound to conduct 1t in as faithful and diligent a manner as
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he would his own private affairs, that he 1s at the same time
appointed to a solemn trust, m having the mterests of
numerous others, equally imterested with himself, under his
management and control. In fact, unless the divector of a
bank 15 a man of strict mtegrity, he 1s 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
want of integrty, there is a want of principle, and the bank
must necessarily be mismanaged.

«“4, A bank dwrector should be a man of influence and
respectability. He ought to be a man well known and
respected m the district. Such a man is desirable in a
varety of ways. He adds his own personal respectability
.to the establishment, and he mfluences the favour and
support of his friends and acquaintances. His standmg in
soctety gives the public confidence 1 the estabhishment with
which he 1s connected—and they biing their money and
business to 1ts support ; the paper of the bank becomes more
readily current in the district, and the weight of his mfluence
destroys any suspicion of its stability.

“5, A bank director should be in good pecuniary circum-
stances. It would be a most wholesome regulation, were it
stipulated in all deeds of settlement, that no bank director
should be privileged to overdraw lis account. The great
facilities which directors enjoyed of raising money from
overdiawing thewr bank accounts, have, in some instances,
resulted m extensive commercial disasteis, and m the total
wreck of large establishments. The temptation to specula-
tions of all descriptions which such facilities hold out,
necessarily mcreases the risk of the bank, and mnduces a loss
ngd inspection of the accommodation afforded to other
customers. Where those who are entrusted with the manage-
ment of the bank forget the extent and mmportance of the
trust reposed 1n them, and begm to enter mto unwarrantable
speculations with the funds committed to their care, 1t is not
supposable that they will be particulaily serupulous as to the
general management of the affans of others
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“6. A bank director should be one who can bestow some
attention upon the affairs of the establishment. It has
appeared m evidence that gentlemen have been appointed,
and have accepted the office of directors of banks, who gave
little or no attention to the affairs; who, in fact, appear to
have consmdered that the office of director was conferred on
and accepted by them more for the purpose of complymng
with the letter of the deed of settlement, which enjoined the
appointment of a certamn number of directors, than from
any idea of thew being expected, or of 1ts bemg necessary for
them to know anything regarding the mamagement. The
consequence of this has been, that the dufies which de-
volved upon the shareholders, perhaps six imdividuals, were
confined to two, or possibly only one, and the others ap-
proving, without smtable knowledge or proper mquiry, of all
their acts, the mass of shareholders, as well as an extensive
commercial circle, have been mvolved in the disastious
1esults of mismanagement. It is altogether an anomaly that
any man, or body of men, should have the credit, honour,
and distmetion of being managers and directors of a bank,
and yet not exercise any of the active functions and impoit-
ant duties that relate thereto TUpon what piinciple can
they undeitake, as by accepting the office they unquestion-
ably do, to discharge a solemn tiust, m faithfully admimisterng
the affairs of a bank, mto which they make it no part of themr
busimess to look? Were the fact not very well known, 1t
would seem absurd; yet it is not the less absurd that 1t is
known ¥

Mr. Taylor, in his “Statesman,” makes the followmg
observations upon the age of members of public boards —

“Boards, or other co-operative bochies, should be so formed that
youthfulness and eldeilmess may meet m due proportion m then
coungels If any such body be wholly composed of elderly men, 1t will
commonly be found to be meffective, so far as invention of new comses,
and mtrepidity of purpose 18 requived, and perhaps, also, unequal to

+ These ohse1vations ate taken from the  Philosophy of Jomt-Stock Bankmg,’
by G M Bell (Longman) I 1ecommend the perusal of this hittle work to all
duectors and manageis of jomt-stock banks
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any d t of i activity. If, on the other hand, it
be composed wholly of young men, its operations will probably be
m tion, and the f ht by which 1t will be
g-mded wall be too keenly d:rected to the objects of a sangmne expecta~
tion—too dully to prospects of evil and counteraction. The respective
posttions m Iife of the young and the old operate to these results not
less than therr temperaments ; for the young have themr way to make—
thewr reputation to earn—and 1t 15 for their mterest to be enterprising,
as well as m therr nature, the old have ascertamed therw place m hfe,
and they have, perhaps, a reputation 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 1etiring directors for at least twelve months.”

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

“The prudent and satisfactory management of a Jomt-
stock bank very materially depends upon the upright and
consistent discharge of those social duties and reciprocal
interchanges of confidence which ought to characterse 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 1s selected by them to
occupy an arduous and highly responsible situation, and
ought to be rewarded not merely with an adequate pecuniary
remuneration, but with the respect and friendship of the
directors, by whom he should be considered in every respect,
so far as regards the bank, at least tipon an equally elevated
footing.  Without the confidence and friendship of the
directors, he can neither take his place at their meetings free
from restramt, discuss with them matters relating to the
welfare of the establishment with composure, nor appear
before the customers with that satisfaction and independence
which is required to the proper discharge of hs duties.
Having placed him in the position of manager of the bank, 1t
is thewr duty always to contemplate him mn that hight, fo
respect and confide in his opinions and conduct, which m
many cases have beeh formed by long years of active and
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arduous employment m the profession, and to speak well of
him among their friends and acquaintances. In the degree
m which the manager 1s 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 opmion entertamed of therr judgment and discernment
in Ins selection.

“The conduct of the manager ought to be characterised
by great circumspection and uprightness. He ought, un-
questionably, mn every mstance, to be chosen for his busmess
qualifications, and not because he 1s a 11ch 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 practical experience of banking,
would be similar to appomtmg a man to the care and manage-
ment 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 travellmg, or it svould 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 seafarmg
life, but was fond of contemplatmg the grandewm of the
elements The manager of a jomt-stock bank ought to be
chosen exclusively for Ius experence m bankmg; other
qualifications are well enough m theiwr own place, but ought
never to be taken nto consideration m choosmg a peison to
act as manager of a bank. In this way a stimulusis given
to persons of talent, who may be looking forward to the
reward of a lfe of toil and diudgery; and thus mert 1s
patronised and protected. In a well-regulated office no one
will be promoted over the head of another, but a prudent
selection bemng made at the outset, a system of regular
promotion should be uniformly practised.

“The manager of a bank may be contemplated m three
important ponts—m his mtercourse with the customers and
the public, with the directors, and with the suboidmate
officers of a bank. In each of these departments he has
important duties to perform  He must be scrupulousty
dibigent in lis attention to the affairs of the bank, courteous

YOL T M



162 A Practical Treatise

in his interviews with the public, affable and unreserved in
his communications with the dwectors, and kind and con-
ciliating towards the subordinates of the bank, treating them
as those who may be one day placed m a similar situation
with himself. The days are now gone past"when a man of
business was considered in the light of a machme—a mere
automaton for the purpose of forming figmes and casting up
accounts; but 1t 1s still necessary, enlarged as our views of
the powers and capabilities of the human mind are, m order
to the proper management of any busimess, that 1t be carefully
attended to. The manager of a joint-stock bank, bemng
allowed a competent salary, cannot be justified 1 occupying
his time with any other employment which may occasion his
absence from the duties of the bank. But 1t 15 not intended
to msmuate that he must be a man of one idea, and restrained
from turning his mental acquuements to his own amusement
or profit.  This would be as absurd as 1t would be unreason-
able. Nor 151t meant that a wan of busmess may not be
also a man of great erudition, and it may happen, of hterary
and scientific eminence. On the contrary, it canmot be
denied that, in the present day, this is often the case. What
is contended for is, that the bank 15 entitled to, and ought to
have, lus close and chuef attention.

“As1tis 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 m taking a promment part m
public or political affurs. There are two arguments against
hus being a public character: the first is, that he may be
drawn away durmg the hours of busmess; the second, that,
by becoming a partisan, he 1s certamn of being moie or less
obnoxious to a portion of the mhabitants, and, it may be, of
the bank’s customers, A man whose mind is occupied
framing political speeches, m promoting polrtical schemes,
and whose time 15 partially given 1o political, magisteral, or
other meetings, cannot possibly, from the excitmg nature of
such subjects, give that cool, deliberate, and nmform attention
to the duties of the bank which they necessarily require,
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“The customers ought always to be treated with civility
and kindness, their business transacted promptly and cheer-
fully, and every nquiry regarding thewr accounts, or any
matter of business, readily and satisfactorily explained
‘When an accommodation is to be declmed, 1t ought to be
done in as pohte and moffensive a manner as possible—
the manner of a refusal being of paramount moment to the
character of a manager.

“The shareholders, being, m other words, the proprietors
of the bank, are to be received with that freedom and con-
fidence which 1s due to their character as such, but without
compromismg or revealing to them cither the busmess and
accounts of each other, or of the customers of the bank.

« Next to bemg secret and cautious, a manager ought to be
prompt and decided in all his measures, free from party
mfluence, and firm in his purpose. A habit of promptitude
and decision 15 very essential to the proper regulation of the
busmess of & bank, and acquued by forethought and circum-
spection. It 15, perhaps, a constitutional virtue which cannot
be enjoyed by every one in the same degree, but it 1s never-
theless a virtue which every one may acquire by proper
attention, Nothing makes a manager look more silly and
contemptible than a hesitating, dubious, and capricious
manner. His answer ought to be prompt and satisfactory ;
he should be sufficiently acquainted with busmess to say, at
once, whether an act can be 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 dwrectors and the manager.

With reference fo both private and jomt-stock banks, the
distribution of the administrative functions is a most im-
portant topie of mquwy. By what parties ought these
functions to be exereised?—We have spoken of “the banker,”
as though a bank consisted of only one person, and this one
person administered all the poweis and functions of the bank.
But few banks consist of only one person. One class of banks

+ Bell's ¢ Philogophy of Jomni-stock Banking *
M 2
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consists of two, thiee, four, five, six, or more persons, some or
all of whom attend to the practical admimistration of the bank.
Another class of banks consists of a great many, 1t may
be of several hundred peisons, who appoint some dozen or
score of their own nuwmber to admumster the bank on their
behalf.

But how many soever the number of partners may be in a
bank, the administrative functions are m fact practically
exercised by a small number of peisons. A private bank may
consist of as many as six or moie partners, but 1t 1s rarely, we
believe, that so many as six aie actually engaged m the
busmess. When more than one are thus employed thew
duties may be distributed according to their senioiity or other
crcumstances. In ordmary matters there may be a division
of labour, and each partner may preside over a distinct
department of the business. But 1n all important cases there
is usually one leadmg partner who practically guides the
others When a bank has risen speedily to emmence, 1t has
generally been through the talents of some one man. It does
not follow that this one man did not recerve great assistance
from the advice or suggestions of his paitners. 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 mformation
from men far below himself m 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 partnexrs.

In a joint-stock bank, though the number of directors may
be large, the daily exercise of the admimstrative power 1s
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 m a peimanent com-
mittee of two directors and the manager, and i other cases,
in a changeable committee, on which each member of the
board takes his rota of service for two o1 three weeks m
succession. In all cases, however, the board of directors lay
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down the general principles on which the bahk 15 to be
admmistered, repoits aie made to them at their weekly
meeting of the actual condition of the bank m all its depart-
ments, and all very important matters ale reserved for their
special consideration.

V. Some jomt-stock banks have mauy branches.

‘When the law existed in England that no bank should
have more than six partners, the bianch system scarcely
existed In some cases, a bank had a hranch or two a few
miles distant, but no wmstance occwrred of a bank extending
itself thioughout a county or a district.  But with jomt-stock
banlang aiose the bianch system—the head office was placed
w the county town, and branches were opened m the prmerpal
towns and villages around. The credit of the bank bemng
fiumly established, its notes circulated freely throughout the
whole distict. The cluef advantages of this system are the
following —

There 1s greater security to the public. The securty of
the whole bank 1s attached to the transactions of every
branch, hence there 1s greater safety to the public than
could be afforded by a number of separate private banks, or
even so many mdependent jomt-stock banks These banks
could have but a small number of partners—the paid-up
capital and the piivate property of the partners must be
comparatively small, hence the holder of a note 1ssued Ly
one of the independent jomt-stock banks could have a claim
only on that bank - but if that bank, mstead of being inde-
pendent, weie a branch of a large establishment, the holder
of a note would have the security of that large establishment,
hence the branch system unites together a greater number of
petsons, and affords a more ample guarantee

The branch system provides greater facilities for the trans-
misgion of money The sending of money from one town to
another 18 greatly facilitated, if a branch of the same bank be
established m each of those towns, for all the branches grant
letters of credit upon each other. Otherwise you have to ask
the banker m the town from which the money 1s sent, to give
you a bill upon London, which 1s transmitted by post, or you
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request him to advise his London agent to pay the money to
the London agent of the banker who resides 1n the town to
which the money 1s 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 bianch system extends the benefits of banking to small
places where independent banks could not be supported. An
independent bank must have an mdependent board of
directors who in most cases will be better paid —the manager
must have a higher salary, because he has a heavier re-
sponsibility, and a large amount of cash must be kept unem-
ployed in the till, because there is no neighbourmg resource
in case of a run. There must be a paid-up capital, upon

" which good dividends are expected a large proportion of the
funds must be mvested in exchequer bills, or other Govern-
ment securities, at a low mterest, in order that the bank may
be prepazed 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 13 no
necessity for a large sum in the till, because in case of neces-
sity the branch has recourse to the head office, or to the
neighbouring branches, nor 18 a large portion of 1its fund
mvested in Government securities that yield but httle in-
terest, as the head office takes charge of this, and can manage
1t at a less proportional expense. Besides, at some branches,
the manager attends only on market days, or once or twice a
weel. The business done on those days would not bear the
expense of an independent establishment.

The branch system provides the means of a due distribution
of capital Some banks raise more capial than they can
employ, that is, thewr notes and deposits amount to more than
their loans and discounts. Others employ more capital than
they raise, that is, thew loans and discounts amount to more
than thewr 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 exther restrict
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their business, or send thewr bills to London to be re-dis-
counted Now, if two banks, one having too much, and the
other too little capital, be situated in the same county, they
will have no duect mtercourse, and will consequently be of
no assistance to each other; but if a distuct bank be esta-
blished, and these two banks become branches, then the
surplus capital of one bianch 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 m
London will be proportionably diminished.

The branch system secures a better system of management.
The only way to secure good management 1s to prevent the
formation of small banks. When banks are large, the
directors are men of more wealth and respectability—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
dwrectors and the manager ; besides, in a numerous proprietary
theie is a greater number of persons eligible to be duectors,
and consequently there 1s a wider choice. In populous crties,
such as London or Manchester, a large bank may be formed
without bianches ; but i smaller places there 1s no way of
forming a large bank but by giving it branches throughout
the distuict. A branch bank m 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
appomted by the directors at the head office, assisted by the
genelal manager, who are very competent to judge what
qualifications are necessary for these offices, and who would
not be biassed by local partialities. DBut the directors of the
independent bank would most likely be self-appomted, or
chosen by the proprietors, because no others could be obtamed,
and these directors would appomt some friend of their own to
be manager. The manager of the bianch, besides the super-
intendence of the directors, which he has m common with the
manager of the independent bank, will be subject to visits
from the general manager or the inspector; and he must
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send weekly statements of his accounts to the head office.
The consciousness of responsibility 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 insure 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 m a disposable form, it also
requires vigilant and constant mspection, and a rigid system
of discipline

A proportionate paid-up capital is necessary, because, in
case of & run, there are a greater number of pownts of attack :
hence the funds must be divided to meet all these possible
attacks ; for if one branch be overpowered, the whole bank 1s
immediately exposed to suspicion.

Another danger arises from the incompetency or negligence
of the managers of branches. Among a number of men, 1t is
not Iikely that all are clever, and all prudent; and one case
of neglect on the part of one manager may, in times of alaim,
throw discredit on the whole establishment  Besides, there is
sometimes danger even from the zeal of the branch managers.
Each manager 18 naturally anxious io mcrease the busmess of
his own branch ; and he will perhaps find that the most easy
way of domg this 1s to extend s loans and discounts, Hence
each manager tries to employ as much capital as he can, and
the urgent remonstrances he recerves from head-quarters,
requining um to restrict his discounts, are either evaded or
delayed. Thus the bank proceeds until some heavy deraand
for money arises at head-quarters, and it 1s then found that
all the capital of the bank has been absorbed by the branches.
These advances cannet be suddenly recalled, and thus the
banlk 18 runed. -

‘What number of branches a bank cught 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 discietion of the
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banks themselves. Several of the banks in Scotland have
from thirty to forty branches. The Provmeial Bank of
Ireland, whose head office 1s in London, has branches spread
all over Ireland. I am mnot aware that in these cases any
danger or mconvemence has been expemenced. When
branches are found troublesome or unprofitable, they will
very soon be discontinued. In some mstances, even m Scot-
land, the branches of the larger banks have been withdrawn,
m consequence of bemg unable to sustan a competition with
the local banks of the distiict.

Had the Act of 1826 permutted jomnt-stock banks of 1ssue
to be established in London, we should probably by this time
have had ten or a dozen banks having their head-quarters m
London, and extending their branches throughout the country.
But as the law prohibited jomt-stock banks being established
withn sixty-five miles of London, 1t necessarly gave mse to
banks occupymg particular districts in the country. The
advantages which are alleged to belong to the dustrict system
are the followmg :—That the bank will be better adapted to
the wants and habits of the people—that a local feeling will
be exeited m 1ts favour+ hence the inhabitants of the cistiict
will take shares, and the occuirence of runs upon the bank
will be less probable—that a better system of management
may be expected, as it can more easily be governed, and will
be more under control—that a panic i the distuzct 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 advantages arsmg
from numerous banks actng as checks upon each other,
mstead of a few large banks who may combme for objects
njurious to the nation ; and that as each bank will have an
agent in London, the hills they diaw will thus have two
parties as securities, and the public will have a pledge that
there 1s no excessive 1ssue m the form of kites or accommoda-~
tion bills. On the other hand, 1t may be contended, that in
Scotland the large metropolitan banks which have branches
extended throughout the country, have generally been more
successful than the provineial or district banks—that there is
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a greater security to the public for the notes or deposits—
that advances aie not so likely to be made to speculative
parties merely on account of their local influence—that the
caprtal rased m one part of the country can be employed in
another—that the transmssion of money from one part of the
country to another 18 more rapid and dwect—that the esta-
blishment 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 necessarily
at variance with each other. County or district banks have
no doubt many advantages, but they do not seem to super-
sede banks on a larger scale.

VI. Joint-stock banks have half-yearly meetings 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
15 sa1d to be open to the following objections -—

1. That it is not a far crterion by which you can form
any judgment of the real condition of the bank. You might
see that the bank had a certam amount of securities, or had
advanced a certamn sum upon loans ; but whether those secu-
wmties were available, or whether those loans could suddenly be
called up, are points upon which the balance-sheet could give
no information. The Agricultural and Commercial Bank of
Treland published a very satwsfactory balance-sheet a few
weeks only before they stopped payment

2. It lays the bank open to attacks fiom its rivals or oppo-
nents. 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 opponents of the bank may
attack every item of the balance-sheet, and the directors may
not be able to repel those attacks without a breach of con-~
fidence that would be njurious to the estabhshment. Sup-
pose, for instance, the balance-sheet should show that the
bank had advanced a few thousand pounds upon mortgage.

* All the Jowt-Stock Banks m London do so, but 1t 1s not the practice gene-
rally m the countay, nor 1n Scotland or Treland,
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This might be justly considered as a departure from the
sound prmciples of banking, yet 1t might in this case be
Justified by some peculiar cireumstances, which, nevertheless,
the directors could not publish without serious mnjury to the
parties concerned. The production of a balance-sheet 1s
advocated upon the ground that 1t 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 opinions of the
bank from the statements in the balance-sheet; and accord-
ing to these opinions the price of the shares would fluctuate
m the market. Suppose 1t were seen that the bank had n-
vested a large portion of 1ts funds in Goovernment securities,
and 1t was known that during the year the price of those
securities had experienced a considerable fall, would not the
bank shares immediately fall too? Again, suppose at the
end of a year like 1836, 1t should appear that the bank held
a considerable amount of overdue bills, the apprehension of
loss would cause the bank sharves to fall; soon afterwards
these bills might be paid, and then the shares would rise
agam —Thus, the publication of balance-sheets would keep
the prices of shares m perpetual fluctuation, and furnish a
most fruitful source of speculation and gamblmg.

4. It 1s perfectly mefficient as a protection against fraud.
The balance-sheet, 1t seems, 1s to be a check upon the
directors, and yet the directors themselves are to prepare the
balance-sheet. They must be stupid knaves mdeed, 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 1t 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 thewr distribution.

The first appropriation of the profits is, to pay to the share-
holders a dividend on the capital. But all the profits are not
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usually thus appropriated ; a certain portion is generally
retamed as a rest, or swplus fund, or, as 1t 15 sometimes
called, a guarantee fund. This last title has led to an
erroneous 1mpression with regard to the nature and purposes
of this fund. It 1s not designed as a guarantee to the deposi-
tors for the amount of thewr deposits—these are guaranteed
by the paid-up capital and the hability of the shareholders
—but as a guarantee to the shareholders for the uniformity
of their dividends. Should the profits m any one year fall
below the sum necessary to pay the usual dividend, the defi-
ciency 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 comsequent danger of
loss But 1t sometimes happens that, after paymg a liberal
dividend, the surplus fund accumulates far beyond the sum
necessary for the above purpose. In this case a portion of
the fund may be employed either in still farther mecreasing
the dividend, or 1t may be distubuted to the shareholders m
the form of bonuses, or 1t may be added to the capital. The
cowrse to be adopted must depend upon circumstances.
When the capital 1s small, 1t will probably be best to make
an addition from the surplus fund ; but when the capital 1s
sufficiently large, the best way will be to give an occasional
bonus to the proprietors. This 1s usually better than in-
creasing the dividend. For if the dividend be once increased,
the same rate of dividend will always be expected. And 1t is
better not to make any advance, unless there is good reason
to believe that the same rate will always be maintained.
‘When wrgmg the establishment of a surplus fund, we aie
met with the remark, that we are not bound to do anything
for posterity, inasmuch as posterity have done nothmg for
us. We recollect meeting with this joke many years ago, we
think, in “Joe Miller.” As 1t is so frequently 1epeated, we
presume it 15 thought to be witty. We profess not to be a
judge of wittieisms. As a prece of reasommg, 1t 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 1sit {for posteriy,
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in the present case, that the piovision 1s made All bank
proprietors should wish that 1t may be so; but it 15 very pro-
bable that withm their own Iife-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 smplus fund on the ground that 1t takes away the profits
from the existing shaicholders, and gives them to the future
sharcholders  This 1s not the fact An existing shareholder
who keeps his shares until the fund 1s m some way disti-
buted, recerves of comise his portion of the fund But an
existing shareholder who sells out his shares before the fund
1s disiributed, recerves the value of his portion of the fund m
the price of his shares. The amount of the surplus fund will
mfluence 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 m fact, ceeteris
paribus, 1t ought to do.

We consider 1t of high mmportance 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 divaidehd at all, even though upon a seres of years
the bank may have been very successful. Evenif 1t 1s kmown
that a bank has met with losses, 1ts credit 18 not so much
affected when it has an ample reserved fund to fall back
upon. And besides the ordmnary losses in the way of bus-
ness, a bank will sometimes, in a season of pressure, be called
upon to sustain loss by the realization of secunties, and 1t 1s
very convenient to have a surplus fund sufficiently ample to
bear all these contingencies. Such a fund too has a moral
effect m strengthenmg the reputation of the bank in publie
estimation. It is regaided as an indication that its affams
are governed by a wise and prudent admimstration.

It will assist us i forming a coirect judgment as to the
principles on which jomt-stock banks ought to be adminis-
tered, if we take a view of those banks that have fallen, and
notice the causes to which their failure may be assigned. In
mvestigating these causes, we shall find that the disasters
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which have befallen joint-stock banks have arisen not from
any unsoundness in the piinciples of jomnt-stock banking, but
purely from mal-admmistration. It was predicted by their
opponents that they would be rumed by the excessive 1ssue of
their notes; but the banks that have failed have been chiefly
those that did not issue notes. It was stated they would be
rumed by carrymg on an extensive business with a small
capital; but among the banks that have stopped have been
some of the largest capital. It was supposed they would be
rumed by unprincipled men getting to be directors, who,
having no property of thew own, would care little about
squandering the property of otheis. But the fallen banks
are chicfly those which were governed by honourable men ;
and the greatest sufferers have been the directors. Nor can
1t be said that the joint-stock banks have made their losses
by engagmg in speculations unconnected with banking.
Private bankers have done so But jomt-stock banks are
confined by their deeds of settlement to the business of bank-
ing. Nor has it appeared—except, perhaps, in the Isle of
Man Bank—that they have violated their deeds m this
respect. To what, then, must we ascribe the failure of so
many joint-stock banks? We reply, To mél-administration ;
or, in other words, to bad management. And this leads us
to inquire, In what way has this mal-admimstration been
exemplified? 'What are those erroneous principles that have
led to these fatal results? Without attempting to enume-
rate them all, we will endeavour to specify a few of the
most prominent.

1. Taking the unsound busmess of other banks.

One cause of the rapid extension of jomt-stock banks in
1836, was the “mergmg” of numerous private banks. It
appears that 188 private banlung estabhishments have merged
in jomt-stock banks. Some of the private banks sold their
business after the jomt-stock banks had come mto operation.
Others formed a jomnt-stock bank upon the private bank, the
senior partner often becoming a director, and the junior
partner the manager, of the new bank.

In by far the majority of cases, these unions, or ¢ merges,”
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were advantageous to both parties. The private bankers
obtamned the value of the business they had surrendered, and
an mterest i the future prosperity of the bank they had
jomed. On the other hand, the new joint-stock bank
acquired a busmess already formed, and also obtained the
advantage of the practical knowledge and supermtendence of
experienced bankeis

But mn some instances the bargamn was a disastrous one for
the jomnt-stock bank. The bad and overdrawn accounts were
taken without due examimation, and soon afterwards occa-
sioned considerable loss. The loss of the puichase-money
was generally by far the smaller loss of the two. A jomt-
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 guaiantee. These accounts were con-
sidered good at the time, but a few years afterwards the
parties farled, and the jomt-stock bank lost considerably. A
Jjoint-stock bank gave to the Northern and Central Bank the
sum of 6,5000. for thewr busmess at Leeds, after they had
stopped. The accounts they took over were afterwards the
occasion of great loss. The Isle of Wight Jomt-stock Bank
was formed upon a private bank, but a few months only had
elapsed when they found they were msolvent from the losses
that would arise fiom the bad accounts they had accepted.
They immediately determined to wind up, and transfer their
business to the National Provincial Bank of England. Other
mstances might be adduced of jomt-stock banks having been
founded on private banks which are now supposed to have
been, at the time, in a state of insolvency.

IL Some banks have sustained losses by making advances
on dead security.

Instead of the word “some,” we think we might use 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 sinmers 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 made advances on mills and manu-
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factories, as did also some of the banks at Leeds. These
advances were attended with several evil effects. In the first
place, there was & lock-up of capital, which restrained the
operations of the bank. To reheve themselves from this re-
striction, they took bills for their loans, and re-discounted
them in the London money market. The facilities thus
obtamed induced them to extend this system of advance.
Bills were perpetually renewed, and perpetually re-discounted.
At last a presswe came, and the renewed bills could not be
re-discounted. The bank could not take up the old bills that
wete retwned, and consequently stopped payment. Some-
tumes, too, the bank tried to reheve itself from this pressure
by mereasing 1ts drafts on 1ts London agent. It has for a
long time been the practice in Lancashire to pay for cotton
with a thiee months’ banker’s bill. Banks m difficulties
avail themsclves of this practice to make all ‘thewr advances
by diafts on London, instead of cash. The Bank of Man-
chester had at one time an enormous circulation of this kind.
Another effect was that, however good the securty might
be at the time the advance was made, when a change took
place 1n the state of trade, its value fell much below the
amount of the advance; and m some cases it could not be
sold at any price. But the evil did not stop here. Asthe
property given as security would have been worth nothing
1if not worked, the bank was induced to make farther ad-
vances, to carry on the works on thewr own account. A
colliery, if not kept in operation, soon gets out of order; and
it will then 1equire a considerable sum to set it at work
agam. Hence some of the collieries at Newcastle were
worked by the banks; and mills in the neighbourhood of
Manchester were carried on mn the same way. The plan,
however, does not often succeed. It 13 generally throwing
good money after bad. The ultimate loss is usually in-
creased. 'We may just observe in passing, that the banks in
the Fast Indies get imvolved m the same way, through
making advances on indigo works. These works aie of no
value except when kept in operation; and hence it has oc-
curred that a bank which has made an advance, is compelled
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to carry on the works to keep up the value of 1ts security
To show that a bank governed by the stictest rules may
sometimes be drawn into transactions of this kind, 1t may
be observed that an iron concern m Wales was said to
have been cairied on by the Bank of England. It be-
longed to the Goveinor and Company of the Mines Royal.
The bank made an advance on mortgage to this corporation
durmg the pressure of 1847, and took the profits of the
works. Some jomt-stock banks have made advances wpon
butldings. This has occurred chiefly in places where there
has been an increasmg population. A few years ago a jomnt-
stock bank in a town of fashionable resort, advanced large
sums to butlders upon the secuuity of the houses they were
erecting. The houses did not let—they could not be sold
for anything ke the cost price—the builders were ruined—
and the logs fell upon the bank. The bank had recourse to
the expedient of rediscounting the builders’ bills ; but after a
while it was compelled to stop payment. In agricultural
districts, banks have sometimes made considerable advances
to farmers and grazers. Indeed, 1t is almost a umiversal
practice to do so at some seasons of the year. These advances
are not mdividually of large amount, and aie not usually
attended with much loss—not with anything like the losses °
incurred by advances on colheites, mills, and houses. But 1t
is a lock-up of capital until the year comes round.

III. Some banks have lost large amounts, thiough ad-
vances made by way of loan or discounts to men engaged
speculative undertakings.

Two of the banks that stopped at Newcastle-upon-Tyne
sustamed great losses through advances to corn-merchants.
Speculations m corn are usually carried on more by bills
than by loan. A merchant buys a quantity of corn, and
places 1t m the hands of a factor, and draws bills for some-~
thig under the market-value, leaving the factor a margin to
guard agamst loss. He gets these hills discounted, 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

VoL I. N
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“on m the same course. 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 due he will renew
them, and with the pioduce of the new bills, when dis-
counted, he will pay the old ones. It is thus that a large
speculation may be carried on with a small amount of caprtal
(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 aie
usually heavy. The farlures in the corn-trade in 1847 fell
heavily on the banking and monied mterests. It was the
stoppage of Messrs, Lesley, Alexander & Co. the corn-factors,
that caused the stoppage of Messis. Sanderson & Co. the bill-
brokers.

‘Wool is another “heavy article,” as 1t 1s called; that is,
1t costs a great deal of money, and the bills ate usually for
large amounts. Occasionally there 1s much speculation in
this article.

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

People who speculate m railway and other companies are
dangerous customers to a bank.

It may be remarked, that it 15 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 business that
the customer 13 carrying on, and to the means of the bank,”
It is not the busmess of bankers to supply thewrr customers
with capital to carry on their trade. But 1t is their busmess
to make temporary advances, and these advances may some-
times be large. In such cases, the banker should have a
kand of security, that shall not only secure the debt, but shall
prevent its becoming permanent. Almost every bank that
has failed can pomt to some one, two, or three large accounts
to which it mainly aseribes its failure.
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But the worst form of illegitimate advance 1s that which 15
made by a bank to one of 1ts own directors.

A bank that 1s known to act imprudently m makmng large
advances will occasion a suspicion that its smaller advances
are made with, at least, equal imprudence. A large number
of imprudent small tiansactions 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 a loss. A manager who
accustoms lumself to examine all the circumstances connected
with the small bills he discounts, will acquire a habit of
mvestigation that will guide him with safety mn dealmg with
large transactions. But if he get mto a laxity of manner in
regard to small amounts, he will ultimately deal less care-
fully with large sums, and be in danger of making great
losses In every case the rules of sound bankng should be
strictly applied.

IV. Some banks have become mvolved m difficulties
thiough a general want of system and diseiplne in conduct-
mg its affairs. Tlis laxity usually shows itself m 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 moie striking illustration of this
observation than has been furmshed m the listory of the
Agncultmal and Commercial Bank of Ireland, as 1elated
before a Comuuttee of the House of Commons m the year
1837. The followmng are extiacts from this evidence. The
books at the head office had not been posted for four months.
There were no stock books, showing the amount each share-
holder 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 per-
fect chaos” They had no account at the head office by
which they could check any transaction at the branches.
Bulls were sent away to be re-discounted without any entry of
them being made m the bank-books. At the branches there
was no regular system of accounts. At no ome branch was
there a system of accounts that formed an adequate check
upon the amount of notes in circulation, “and from one

N 2
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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 1t from the head
office.”

‘We will not intimate that anything like this has ever
existed in a jomt-stock bank in England. We never heard
that any one has had any difficulty 1n makng out a state-
ment of its affarrs. 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 mention the names of several
fallen banks that lost very considerably by thewr 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 admimstration had been entrusted to
parties who had neither banking nor local knowledge.

A guod system of book-keeping cannot be too highly
valued. Its object is not merely to secure accuracy of ac-
counts between the bank and its customers. A farther ob-
Ject 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 1t be supposed
that such abstracts or balance-sheets are intended merely
for the use of the directors. 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 omly to
mdividual transactions, and that, too, possibly in a state of
mental excitement, may mvolve his bank m difficulty, even
though each transaction may, upon its own ground, be per-
fectly justifiable, unless he attends to those summaries and
classifications of his transactions which are presented in the
weekly balance-sheet. He will there see on one side the
means of the bank, and on the other the way in which lis
funds are employed. He will notice if his loans, or over-
drawn accounts, or past-due bills, are unduly increased. If a
good system of book-keepmg does not prevent a manager
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from going wrong, 1t will prevent his going wrong without
knowing 1t. If he act unwisely, his balance-sheet will stare
hum in the face and remind him of hus faults

It 1s 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 mto account as
well as the profit. Yet some of the banks that failed went
on, year after year, exhibiting a balance-sheet to their share-
holders showing a respectable profit, which enabled the
directors to declare a fawr 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 1s, not to have an account in the general
ledger showing the amount of bills re-issued or re-discounted.
The amount of these bills not due should appear on both
sides of the account—on one side as a liability, and on the
other as an asset. For want of domg so, some banlks have not
been able to ascertain easily what amount of bills they have
under re-discount.  But 1t is important to know thuis. 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 endorsements. 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 are not attended with any dangers which cannot be
overcome by wise admumistration. At the same time, we are
ready to admit that numerous branches require a pecubar
mode of government, and a rigid system of disciplme. The
chief officer of such a bank should be a good banker, and
something more. He must be a good admmistrator; that
15, skilled m the administrative department of good govern-
ment.
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In the first place, each branch must have a good system of
book-keepmg, and the system must be umiform 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 dstmetly informed as to the
extent to which he may exercise hus discretion, and what
cases must be 1eferred for the consideration of the directors.
Fowthly, Weekly returns must be made to the head office of
all the transactions, and a half-yearly balance-shect attended
with full supplementary details. Fifthly, Special reports
should be occasionally required, as special cicumstances may
oceur, erther with reference to the branches generally, or
withreference to a branch mdividually. Sixthly, An mspector
should be appomted for the purpose of visiting the branches.
His duties will be to explain the mstructions of the dnectors,
and to see that they are properly observed—to mamtain a
uniform system of transactmg busmess at all the branches—
to mstruct the officers of the branch m therr duties when
necessary, and to communicate the knowledge he has acquired
in visiting the other branches—to answer any difficult or
knotty questions that may be proposed to him by the
manager, and to consult with the manager as to the best
means of promoting the interests of the branch—to observe
the talents and capabilities of the several officers, and to
recommend for promotion any who seem to have qualities
that might be usefully employed m a higher department
m the bank. Inlarge banks there are usually several in-
spectors.

Branches should always be kept m strict subordmation to
the head office Prompt obedience to orders 1s a duty that
must be rigidly enforced. The charrman of the Northern and -
Central Bank stated to the Parliamentary Commuttee, that
at some of the branches where the heaviest losses had
ocewrred, the managers had not obeyed the orders they had
received from the directors. Smmlar accusations were made
agamst some of the branch managers of the Commercial
Bank of England. It is quite impossible for any bank to be
well admmustered as a whole, 1f every branch 1s allowed 1o
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exercise an independent authorrty. Upon this ground, some
parties object altogether to the appomtment of local directors
at the branches. A local board, consisting of the branch
directors and the manager, are more likely than the manager
alone to assume independent guthoiity—to postpone carrymg
out the directions they may receive from head-quarters—and
to take upon themselves the responsibility of acting somewhat
at vanance with the strict letter of thewr instructions. And
although local directors may sometimes be useful m extending
the connexions of the bank, or m aiding the managers with
information or advice, yet, for the above or other reasons,
they are now in England but very seldom appomted. The
branch 1s under the sole care of a manager. The general
munager of the bank is not merely the manager of the head
office, but has authority also over all the branches. When-
ever necessary or expedient, he issues circular letters of
instruction to the bianch managers, and these mstructions the
branch managers are expected to obey.

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

This class of banks has not fallen mnto any of the practices
that we have enumerated. They have not, on the whole,
been badly managed, but they bave traded to the full amount
of their means, and have kept no reserve, erther m Govern-
ment stock, exchequer bills, or bills of exchange, to meet
those contingencies to which all banks are liable. One bank
of ths class had, durmg the ralway speculation, received
from some of these compantes a large amount of deposits. A
portion of these deposits was lodged, as its agent, with
another bank. That bank stopped. This bank was, conse-
quently, unable to pay back the deposits to the railway
companies. From this circumstance, and the known con-
nection 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 1t had discounted, and agam re-
discounted, a large amount of bills on a first-rate London
house that failed. The London house afterwards paid 20s. m
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the pound. But the directors concluded from this circum-
stance, 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 sustammg the losses and expenses 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 then affairs have
done so from causes similar to those we have described.

We consider that this head of our ngquiry is not less
instructive than the four by which 1t was preceded. They
will teach us the vices we ought to avoid—tAés will teach us
the vntues we ought to cultivate. The lessons we here
gather are, that we ought not only to avoid all mismanage-
ment, but we ought also to provide for those contingencies
to which, even with good management, we are exposed. We
ought to raise our capital in proportion to our busmess, or
else keep down our busmess to a level with our capital—we
ought to have a surplus fund adequate to meet any unforeseen
loss—we ought to have a reserve of conveitible securities
ready to meet contingent evils; and, finally, we ought
always to keep our bank 1n such a condition that, even if not
successful, we shall still be in a condition to wind up our
affars without inconvenience to the public.

VL We may observe, that these erroneous principles of
admmistration have sometimes been the result of a defect in
the constitution of the bank—of the appointment of incom-
petent persons—or of an unwise distribution of the admms-
trative functions.

Jomt-stock banking did not grow up gradually in England
as in Scotland. On the mtroduction of this system mto
England, the directors were necessanily unacquainted with
the practical operations of bankmg* For all the practice

* The Chaman of the Northern and Central Bank gave the following
answers to a Committee of the House of Commons .—

“Is theie any one of your colleagues 1n the duection of the bank that had
previous expertence 1n bankimng business >—I do not think there was one

“Had any of the dnectors of the jomt-stock banks about you Previous

banking expevience?—I do not rtecallect one "—Committee on Jomi-Stock
Banks, 1837
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and experience were confined to the private bankers, whom
the new system was intended to subveit. In some places
there was a prejudice agamst directors who were in business.
Hence officers i the army, barristers, solicitors, medical men,
retired tradesmen, and country gentlemen, were considered
as the most eligible directors These boards of directors, all
of whom were unacquainted with banlng, and some of whom
were destitute of busmess habits, had to encounter difficulties
which would have tried the most experienced bankers.

The want of experience in a board of directors did not,
however, produce any dangerous consequences when they
appomted an efficient manager. He prudently advised and
mstructed them, They giadually increased their knowledge,
adopted his principles, and were guided by lus counsels, By
therr daily mtercourse with him, by thewr own reflections, by
the direction given to themr thoughts, and by the expenence
they acquired, they became m a few years as conversant with
their duties as the manager humself We believe {lus was
almost uniformly the case with those jomt-stock banks that
were formed within five o1 six years after they were allowed
to be estabhished 1 England. As a proof that such was the
casc, 1t may be stated that the greater portion of the banks
formed duimng that peiiod have, at the piesent moment, the
same managers they had at thewr commencement.
| But, after jomt-stock banlks were started as matteis of specu-
lation, they increased more rapidly than efficient manageis
could be found. The new banks naturally enough looked to
Scotland. But the Scotch banks had the sagacity to rase
the salaries of thewr prmeipal officers, to prevent their emigra-
tion 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 an office so mferior that all they
knew about banking was merely the routine of the office.
‘Wherever efficient manage1s were appointed, whether English
or Scotch, the same effects were produced as in the former
cases. The mexpenenced directors acquired the knowledge
and experience necessary to the discharge of their duties, and
the banks prospered. But sometimes the case was reversed.
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The manager was inefficient, and the directors inexperienced,
and then the effects were disastrous.

In some cases the manager laboured under an inconve-
nience from being taken from a lower social position. Not a
few of the manage1s were previously bankers’ clerks; and the
appomtment to the office of bank manager did not, m
England (as it does in Scotland and in Ireland), raise him to
the same social position as a banker. This was mjurious 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 de-
pended upon the social rank of the party who offered it:
“Wisdom 1s better than strength; nevertheless the poor
man’s wisdom 18 despised, and his words are not heard.”*
The public, too, had been so long accustomed to private
bankimg, that, seeing the manager paid by a salary, they
could mot brmg thewr 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 m some
banks the directors took the same view, and thought that the
mfluence and the salaries of the two offices ought to corre-
spond. These impressions have now passed away.

In some eases the manager was superseded m his functions
by the appomntment of managing directors. The manager
was a man of banking knowledge and experience, but he had
placed over lim a couple of managmg directors, who had
neither knowledge nor experience. Consequently, his voice
was never heard m 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 fimctions—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 themr first report, that “two of their

* Eceles v 16
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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, indi-
vidually, to reframn entirely from inspectng any of the
customers’ bills or accounts ; thus combining all the secrecy
of a private bank with the advantages of a public mstitution.”
The Bank of Manchester had at that time the largest paid-up
capital of any jomt-stock bank mn England. Three of its
directors were 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 should be adopted to require from them
an adequate amount of paid-up capital. It is somewhat
remarkable that, out of these twenty-three banks, the only
one that has stopped payment is the Bank of Manchester.
Another has ceased to exist, but it was by a transfer of its
business.

In some cases a bank has been rumed by its manager; m
others, by the manager and the managing dnectois con-
jomtly, m others, by the managing dircctors without the
manager ; and in others, by one, two, or three directois, who,
though not formally appomted managing directors, have, by
thewr mfluence with the board, vitually monopohized that
office, and dischaiged 1ts functions. It may be questioned
whether any case has occurred m England of a bank being
rumed by the acts of 1ts whole board, where all the directors
were honest and mtelligent men, and each was accustomed to
think and judge for himself.

VIL We may observe, that sometimes joint-stock banks
have been led into erroneous principles of administration by
the proceedings of the proprietois.

The constitution of jomt-stock banks appears theoretically
absurd  The managei—the banker—who 1s presumed to
have some knowledge and experience 1 bankmg, 1s placed
under the command of a board of directors, whose knowledge
and experience are supposed to be inferior to his own.
These dwectors are again placed under the control and
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mstruction of a body of proprietors, 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 theory, the effects are injurious; and
some joint-stock banks have fallen mto danger through the
operations being too much regulated by the proceedings of
the proprietors.

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

It is natural to all shareholders to wish for large dividends
upon the capital they have mvested. Hence they applaud
most loudly those directors 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, knowmg
these to be the feelings of the shareholders, *very naturally
attempt to gratify them. But those transactions that yield a
large immedhate profit are either attended with a risk of loss,
or a lock-up of capital. But the profit 1s immediate, the
danger is remote. With the applauses of the shareholders
rmnging 1 thewr ears, the directors become too giddy for
reflection, and recklessly engage m a course of action that
ends m ruin. This evil is increased when there are two
jomnt-stock banks of about equal strength in the same place,
The spwrit of rivalry 1s matural to man. The competition
between the two boards of directors is not which bank shall be
governed with the greatest prudence, and with the strictest
regard to sound bankmg principles; but which shall produce
the most glowmg repoits—which shall declae the largest
dindends—and which shall keep up its shares at the highest
price 1 the market. A strong competition is carried on,
which ends in the destruction of one or both of the rival
banks. Such feelings are said to have prevailed at Manches-
ter, and at that place seveial boards of duectors were pre-
sented with services of plate, by ther respective shareholders,
within a short time of the stoppage of their banks

Sometimes directors are induced to act unwisely from the
censures of their shaieholders.
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Every one who knows anything of banking must know
that 1t cannot be caried on without occasional losses. A
bank that 15 so conducted as never to make a loss, will
seldom make much profit. And sometimes these losses will
be so great as to absorb a large portion of the profits of the
year. The object of having a smplus fund is to provide for
these contingencies, so that the usual dividend may be main-
tained But when an occasion arses for making use of a
portion of this fund, there 1s often what is called “a stormy
meeting,” and the shareholders walk away sulky and dis-
satisfied. This produces a bad effect on the minds of the
directors, It 1s a great mistake to suppose that boards of
directors are mdifferent to the applauses or censures of their
shaieholders. As a general 1ule, the fact is lamentably the
reveise. In some cases they have had so much dread of
“the general meeting” that they could not muster courage
enough to make honest reports. Had they done so in the
first instance, thewr banks might have been saved from de- .
struction,

Sometimes directors are in danger of being led astray by
the admomtions and mstructions of their shareholdets.

A very prudent class of propiietors exhort the directors to
practise the strictest economy. When rightly understood,
this exhortation is worthy of the rounds of applause with
which 1t 1s usually attended. But 1t 1s lLable to be misun-
derstood. In banking, as in housewifery, the lowest priced
article is not always the cheapest. The largest portion of
the expenditure of a bank consists of salaries. Hence an
exhortation to ecomomy amounts to—“Keep down the
salaries of your officers,” and as the manager has the
largest salary, he will most likely be the heaviest sufferer.

A more mischievous recommendation, when thus under-
stood, can hardly be conceived. Next to having a dishonest
manager, the greatest evil 1s to have one that 1s badly paid.
If he 15 known to be poor, his advice will hawe less weight in
the board-1oom; the directors individually will treat him
with less respect ; his wealthy customers will not disclose to
him thewr private affairs; the needy class, when refused
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_ discount, will insult him by threatening to complain to the
directors, and his mferior officers will be less prompt in their
obedience. But worse than all this will be the effect pro-
duced upon his own mind He will not be, and he cannot be,
so efficient a manager when badly paid, as he would be 1f he
recerved a liberal remuneration. It is the besetting s of
men of busmess, that they never pay attention to minp,
though among no class are mental phenomena more stiikingly
exlibited. The amount of s salary s the only tangible
means by which a manager can judge how far his character
and lus services are appreciated. It is not the money alone,
but the feelings, of which the money 1s an indication, 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 feelmgs m ourselves. And 1t is
another law of our nature, that when the mind 1s under the
influence of such feelngs, it 18 capable of intellectual efforts

- of a higher order. But we forget ;—we were writing about
pounds, shillings, and pence, and our” pen has darted off mto
philosophy. We will now retmn

Sometimes the shareholders fly at ligher game, and
canvass the salaries of the directors. Such discussions are
always unpleasant, as they are carmed on in the presence of
the parties wmterested. Among all the charges brought
against the directors and managers of banks that have failed,
we have never met with the accusation that they received
excessive salaries. We are tempted to fancy that, had ther
salaries been higher, the banks might not have faled. As
far as salary 1 concerned, they certamly would have had a
greater mterest in preventmng the falure. In some banks,
however, directors have paid themselves for their services in
ways far more costly to the bank., Take the following
instance :—

“The qualification for directors of the Northern and Central Bank
was 100 shares It was, however, ascertamed that each of the orgmal
directors took 1,000 shares, and that besides these, other shares weie,
at later dates, dustributed among the directors and then near connexions,
Instead of paymg the calls to the bank, the dnectors and thew nommees
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were severally debited with the amount m a private ledger, locked up,
and the key deposited with the chief accountant In addition to this,
each director had a current account with the bank, and many of them
had overdrawn thew accounts to a very laage amount Nor was this
all, for 1t further appeared that many of them were also mdebted 1
Jarge sums of money on notes of hand, wlieh bemng placed to the account
of securities, did not appear m the books as a debit agamst the dwrectors
TUpon combmmg these several items of debt, 1t was ascertamed that
there was no less than 290,000! due by the directors, and that there was
near 14,0000 due by the managers and clerks ”

It 1s not creditable to any bank to receive the services of
its directors as a matter of charity. Nor s 1t wise. A
director who is paid for his services may justly be called to
account for neglect of duty. In this case, too, he cannot
expect payment i any other way. In his tiansactions with
the bank he 1s then on the same footing as any other
customer. It has been said, that the dwrectors are such
honourable men that they will attend to therr duty as
strictly if badly paid as if hberally paxd. If so they ought
to be hiberally paid, as it is very deswable that such honour-
able men should be most closely attached to the bank. But
we doult the fact. In matters of almsgiving, men will give
only what they can conveniently spare. If a director1s to
give s time for nothing, he will give only that portion of
s time which he cannot moie profitably or more agieeably
employ elsewhere. In matters of business, men will ap-
portion their services according to the return they receive for
them Theie is no way of securmg constant punctuality of
attendance on the part of dwectors, but Ly paymg them
liberally for that attendance. In some cases where payment
has not been given, or given only to the managing directors,
1t is said that the government of the bank has fallen mto the
hands of a few persons, whose punctuality of attendance has
been almost thew only bankmg virtue. But the main
advantage of liberal payment 1s 1ts effect upon the minds of
the directors. Every honourable man will attend to his duty
with alacrity and energy, and will even make extra exertions
for the benefit of the bank, when he finds that his services
are handsomely and liberally appreciated.
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We need hardly say, that the faults we have pointed out
m the adminstration or constitution of joint-stock banks
are by no means mherent m the system. They ae acci-
dental circumstances, arising from 1its establishment in a new
country, by parties who had no previous opportunity of
understanding 1ts principles. The system 13 no longer new
—its prmciples a1e now well understood—and 1t may reason-
ably be expected that the calamities of the past will never
recur.

SECTION XI.
THE ADMINISTRATION OF THE OFFICE.

Iy this Section we shall consider the following topics :—

I. The Arrangement of the Office.
II. The Selection and Appointment of the Clerks.
III. The proper Distribution of their Duties.
IV. The Amount of thewr Salaries
V. The System of Promotion.
VI. The Rules of Disciplme.
VI The Trammg 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 15 deemed the
most respectable part of the town If it be placed m an
inferior locality, approachable ounly by nairow and disagree-
able streets, and surrounded by buildings the seats of smoky
and dirty trades, 16 18 not likely to be so much frequented,
nor to acquire so large a busmess, as though it were more
pleasantly situated. Another pomt to be observed is, that
the bank itself should be a handsome bwlding. The ne-
cessary expenditure for this purpose 1s no sin agamst economy.
It 18 an outlay of capital to be repaid by the profits of the
busmess that will thus be acquired. A portion of the
buildmg will probably be set apart for the private residence
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of the manager, or of some other officer of the establishment.
Tt is desirable that this portion should be entirely separated
from the office The commumcation should be only by a
smgle door, of which the manager should keep the key.
The bulding should be so constructed that what is going on
in the private house, whether m the latchen, or the nursery,
or the drawing-room, should not be heard m the bank. The
office being thus 1solated, 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
care that his clerks have room enough to do thewr work
comfortably. Every accountant knows that he can often
work faster if he can have two or more books open at the
same time ; but 1f his space 18 so confined that he must shut
up one book, and put 1t away, before he can use another, he
will get on more slowly. The cashiers, 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 1ight. Want of space will
necessarily occasion errors, from the confusion it produces,
and from one clerk bemg hable to interruption fiom the
noise or vicmity of the others. A banker should therefore
take care that hus office 18 laige enough for his business; and
that 1t will admit of being enlarged in case his busmess
should increase. Ample space 1s 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
bwning of lamps and candles.

Another consideration 1s light. It 13 well known in every
London bank, that fewer mistakes are made by the clerks in
summer than m winter. Abundance of light prevents mis-
takes, and saves all the time that would be employed in the
dascovery of errors. Laght 1s also of great importance to the
cashiers in detecting forged sgnatures and bad or counterfeit
money. Thieves are also less lkely to attempt their

VOL. L o
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robberies in a light office than in a dark one. Faint or
illegible handwriting can be more easily read, and hence
mistakes are less hikely to occur. The clerks, too, perform
their duties with more quickness and cheerfulness. The
gloominess of an office throws a gloom over the mind; hbut
«Jight 15 sweet, and a pleasant thing it is for the eyes to
behold the sun.”

The hightest 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 m the middle
of the front, with a window on each side, and the counter
thrown across the room, so that the lightest part of the
office has been given to the public. Tt 1s better that the
entrance be placed at the right or the left corner, and the
counter be made to run from the wmdow to the opposite
wall. The light will thus fall lengthways on the counter,
and the space behind the counter will be occupied by the
clerks.

Ventilation.—Volumes have been written by medical men
upon the advantages of fresh air, and on the unwholesome
atmosphere of crowded cities. If the air that circulates m
the streets of towns and cities is impure, what must be the
state of those offices or rooms where twenty or thirty persons
are breathing close together durmg the whole of the day, and
gas hights are burning during the evening. In such cases wo
are told that a person afflicted with consumption of the lungs
may communicate the complaint to others, as they must
inhale a portion of the atmosphere which he has breathed
out. The air in a close office 18 not only rendered impure by
the number of people that breathe it, and by the burning
of gas, but 1t also contams very frequently particles of dust
arising from the floor, through the number of people con-
stantly walking in and out. It is almost impossible for
persons go 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
regarded as an object of the first importance If a banker
does not insist upon the architect performing this in the most
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effectual manner, he must be content to be often put to
inconvenience through the illness and consequent absence of
Ius clerks.

Having made due provision for space, light, and ventila-
tion, it will now become necessary to arrange the counter,
desks, and other furniture, so as to enable any given number
of clerks.to discharge themr duties with the greatest effi-
ciency, and so as best to promote the public convenience. 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 general 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 sufficient
length to meet the requirements of the business; and the
cashiers’ desks sufficiently wide apart for the public to be
promptly served, and to stand without jostling ome another.
Some banks have two counters, one for paying, and the other
for receiving. At other banks the cashier does not enter the
credits, but merely agrees the amount with the customer,
and then passes them to a clerk, who enters them in the
Waste Book. In the same way, when a cheque 1s presented
for payment, he gives it to a clerk behind him, who entexs it,
and hands the notes to the cashier, who pays out the gold
and silver. When the: busmess 1s large, extra or super-
numerary cashiers are appomted, who take the place of the
regular cashiers when they are absent at dinner or otherwise,
so that during the whole of the day all the cashiers’ desks
are occupied. To relieve the counter, the payment of bills
that have been presented in the morning and not pad, 1s
usually recerved at a separate desk or office. All these are
expedients that should be adopted when necessary, to save
the time of the public. There are few thmgs that try a
man’s temper more thart to be kept waiting a long time at a
banker’s counter; and he will be very apt to give vent to his
impatience by quarrellmg with the clerks, or reproaching the
establishment.

02
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Another object 15, to place near together those clerks
whose duties will require them to have frequent communica-
tion with each other. If this rule benot observed, the clerks
will lose much time m the course of the day mn passing from
one part of the office to the other, and the work will not be
so expeditiously performed. Tt is especially desirable that
the ledger keepers should be placed close behind the cashiers;
so that if a doubtful cheque be presented for payment, the
cashier may be able to show 1t to the ledger keeper, and be
informed 1f he may pay 1t, without beng 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 see all over the office.
“ A master’s eye will do more work than both lis hands.”
In this case, if the counter 1s crowded, the chief clerk will
perceive it, and appomt additional clerks to assist the
cashiers. If disputes take place between the clerks, or
between the cashiers and the public, he will come forward
and seftle the matter before the dwspute is carred to high
words. He will observe, too, the customers who come fre-
quently to the counter, and fiom their transactions he will
often draw conclusions respecting their circumstances which
will be serviceable to the bank. Tt is generally best that
many of the clerks should be so placed as to look towards
the counter. It has been said that this draws off themr atten-
tion from their work ; but we do not think this s gonerally
the case, although it may occasionally relieve the irksome-
ness of thew duties. A dwshonest person standmg at the
counter, and watching an opportumty of committing a xob-
bery when the cashier 1s engaged, will be more hkely to
abstam from making the attempt when the eyes of other
clerks have a command of the counter. This arrangement
will depend 1 some measure on the direction of the light.
The clerks should not have thewr faces or their backs towards
the window, but the light should fall on them sideways.
These matters may appear tmflmg, but they will not be
deemed unimportant to those who are entrhsted with the
practical admmistration of an office. It 15 only by attention
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to minute things that the business of an office can be well
conducted.

II. The Selection and Appointment of Clerks

‘When a bank 1s first formed, they sometimes advertise for
clerks; but thus is usually for clerks of a higher rank, who
have had some experience m the business of banking. When
a bank is established, 1t has seldom occasion for new clerks
of this class. A vacancy in one of the higher departments is
filled up by the next clerk m rank, and so on in order, and
the new clerk comes in as a jumior. Applications for this
post are usually so numerous that the only difficulty is m
making the selection. Those recommended by parties known
to the bank, as customers or shareholders, usually ‘have the
first clam  In some banks the nommation of the jumior
clerks 1s regarded as a portion of the patronage of the direc-
tors, upon the understanding, however, that they nominate
none but such as are properly’qualfied, and who shall prove
their fitness to the satisfaction of a committee of directors.

In makmg inquiries into the qualifications of applhicants, 1t
18 necessary to ascertam in the first place thewr age. In
London the age at which clerks are admitted into a bank 1s
usually about nimeteen. As therr first duty 1s to collect pay-
ment of bills, it is necessary they should have arnved at a
sufficient degree of strength to be able to make some resist-.
ance were an attempt to be made to rob them of their bill-
case; and also that they should have arrived at an age
1o be conscious of the responsibility of their office. In the
country parts of England, and m Scotland, clerks are taken
at an earlier age; but the duties are different from those
discharged by the same class in London.

Another consideration is the class of society fiom which
clerks are taken. Candidates for the office of bank clerks
are usually the sons of the middle class of tradesmen, or of
professional men, as clergymen, officers 1 the army or navy,
or persons in the service of Government. Durmg the last
war, bankers’ clerks were generally the sons of tradesmen, as
the sons of gentlemen could usually find employment under
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Government. But now that places under the Government
ale not so easily obtained, members of what are called re-
spectable families are found among the candidates for admis-
sion into the service of banks. Fach class has some advan-
tages. The sons of gentlemen have generally a better
literary education, and have usually a more courteous ad-
dress. On the other hand, they have no notion of business,
and no business habits. They have been accustomed to go
a-huntng and a-fishing with the sons of men of large pro-
perty, and they look upon banking business as a drudgery to
which they submit from necessity, but which 1s much be-
peath the destiny to which they thimk they are entitled. On
the other hand, the sons of tradesmen have been accustomed
to notions of busmess from the oidinary conversation of their
fathers’ faeside ; they know they must get their own living;
they look upon their admission mto a bank as a lucky event,
and, consequently, apply themselves to their duties with
heartiness and cordiality.

Another mquiry of those who are candidates for admission
mto & bank is, How they have been employed? Lads just
come from school of course know nothing of the business of a
bauk, and, 1f taken at all, they should be taken upon trial for
three or six months, so that their qualifications may be dis-
covered before they are permanently appointed. Those who

~have been two or three years m a merchant’s counting-house
are generally found to be the most efficient. But to have
been m the office of a stock-broker or a solicitor, or to have
studied for one of the learned professions, is no recommenda-
tion. Clerks from country banks, and especially those from
the banks of Scotland, when introduced mto London banks,
are at first usually considered to be slow.

It is also proper to inquire into the parentage of the candi-
date. For although honesty and dishonesty do not run m
the blood, yet 1t 1s probable that religious and virtuous
parents have given themr children a religious and virtuous
education; and a youth who has been accustomed to see
examples of excellence at home, will be the most Iikely to
exhibit those excellences in his own conduct. A high degree
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of moral principle is in 1tself a necessary qualification in a
post of trust and 1esponsibility, and it is usually associated
with a cultivated and improved state of the mtellectual facul-
ties —“If there be mn the character not only sense and
soundness, but virtue of a high order, then, however little
appearance there may be of talent, a certain portion of
wisdom may be relied upon almost implicitly. For the cor-
respondencies of wisdom and goodness are manifold, and that
they will accompany each other may be inferred, not only
because men’s wisdom makes them good, but also because
their goodness makes them wise. Although, therefore, simple
goodness does not imply every sort of wisdom, it unerrmgly
mmplies some essential conditions of wisdom; it implies a
negative on folly, and an exeicised judgment, within such
limits as Nature shall have prescribed to the capacity.” *

Testimonials are to be recerved with caution. Young men
who come to London m search of a place, often bring with
them a host of testimonials, which they expect will place
them at the head of amy list of candidates. When upon
other grounds there 1s an intention of engagmg the applicant,
these letters of recommendation may sometimes be read.
It may be useful to observe by whom the testimomals are
gwven, and whether those persons have had opportumties of
Judging of the adaptation of the party for the office he seeks.
It may also be noticed what qualities are, and more particu-
larly what qualities are not, ascribed to the applicant. It
has been said that when a lady is praised for being “ amiable
and accomplished,” 1t may be inferred that she 1s nerther
young nor handsome. So if a testimonial speaks highly of a
young man’s “industry and integrity,” it may generally be
inferred that he does not possess much talent. It is true that
these qualities are of more importance than talent. But while
they are more 1mportant, they are also more common. And
if a young man possesses any kind of mtellectual superionty,
the fact will certainly not be omitted n his testimonial.

IIL The distribution of the duties of the various clerks is

* Taylo’s * Statesman.’
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a matter of no small mportance. Experience is the only
efficient guide in making such arrangements. We may,
nevertheless, lay down a few general prmmciples. The great
division of the business of a bank office 1s mto the cashiers’
department and the accountants’ department, In London
banks there 15 a third—the tellers’, or out-door department.
In the distribution of duties, 1t is desirable that the account-
ants’ department should be a check upon the other depart-
ments. The cashiers 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 1t 1s the busmess of the cashiers to show that
they have that amount of cash which corresponds with the
accountants’ books. If the same officer has the care of the
cash and the command of the books, he may abstract a por-
tion of the cash, and alter the books to make them cor-
1espond It is further desirable, in large establishments,
that two books which act as a check upon one another,
should not be kept by the samersclerk, While 1t is not
proper to indulge a spirt of suspicion in regard to mdividuals,
1t 15 advisable that the duties of a bank office should be so
distributed that the mtromissions of any one clerk, either by
the abstraction of cash or the falsification of the books,
should be lable to immediate detection by the entiles in
some book kept by another clerk. For the same reason, 1t is
proper that any document issued to the public (such as
deposit receipts, drafts on London, &c.) should be signed by
two officers, of whom one should belong to the cash, and the
other to the accountants’ department. There ought to be a
complete division of labour m a bank. Every clerk should
have fixed duties to perform, and every duty, however unim-
portent, 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, “Tt was not
my business; it was yours” Nor ought any duties 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 Iittle as he can, and nothmg will be done well. If any
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dispute arises among the clerks as to the due division of
their labours, a reference should be made to the chief clerk,
who will give to each man his work, and hold him responsible
for its proper performance.

IV. The Amount of their Salaries.

According to Adam Smith, the wages of labour are regu-
lated by the following circumstances —1 The agreeableness
or disagreeableness of the employments themselves 2. The
easmess and cheapness, or the difficulty and expense of learn-
mg them. 3 The constancy or mconstancy of employment
in them. 4. The small or great trust which must be reposed
in those who exercise them. 5. The probability or impio-
bability of success in them.

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

“ A clerk from whom nothmg 18 required but the mechameal labour
of copymg, gans more than an equivalent for his mere exertion 1f he
recerves the wages of a bricklayer’s labomer His work 1s not a tenth
part as hard, 1t 18 quite as easy to learn, and his condition 1s less pre-
carious, a clerk’s place being generally a place for Iife  The higher rate
of lus 1emuneration, therefore, must be partly ascribed to monopoly,
the small degree of education requued bemg not even yet so generally
cuffused as to call forth the natwal number of competitors, and partly to
the 1emaming mfluences of an ancient custom, which 1equires that clerks
should mamtam the dress and appearance of & moie highly paid class

“Tt1s usual to pay greatly boyond the maiket price of thewr labour
all persons m whom the employer wishes to place peculiar trust, or
from whom he requnes something besides their mere services For
oxample, most persons who can afford 1t pay to therr domestic servants
higher wages than would purchase i the market the labour of persons
fully as competent to the work required They do this, not fiom mere
ostentation, but from reasonable motives—because they desire that those
they employ should serve them cheerfully, and be anxious to 1emam m
themr service—because they do not like to diive a hard bargam with
people whom they are m constant mtercomse with—and because they
dishike to have near themr peisons, and contmually m thew sight, people
with the appearance and habits which are the usual accompaniments of
a mean 1emuneration  Smmlay feelings operate m the mmds of men m
business with respect to their clenks **

+ ¢ Punciples of Pohtical Economy,’ by John Stuart Mull, vol 1 pp 461—475



202 A Practical Treatise

There would be considerable difficulty in applying the
rules laid down by political economists with regard to the
wages of labour to the case 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 1t
his interest to do this; for s work is of a pecubar kind.
Ihs clerks must have a certamn degree of education and of
manner, and bo taken from a certain class m 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 prepaied to take higher posts should vacancies
occur. And m every post they are emtrusted with a large
amount of propeity, and upon their integrity and prudence
much reliance must at all tunes be placed. All these cir-
cnmstances serve to show that, m fixing the amount of thew
salaries, the banker should be anxious to err (if he errs at
all) on the sude of hiberality.

He ought also to take into consideration the effect which
the amount of salary produces on the mind and condition of
the party receiving 1t. If an advance of salary quickens the
attention or the zeal, or strengthens the fidelity of a party, or
mduces um to cultivate those talents which add to his effi-
ciency—or if it enables him to move m 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 produces—an outlay that
becomes probably one of the most profitable of his investments.*

* We have gieat pleasure m hanscribing the followmng letter from Mi

Snmuel Jones Loyd! Tt was addiessed to the chief cletk of his London bank
We abstan from all eulogium, as the letter will speak for tself —

“Dear Mr Kirsy,
“The enclosed draft for 1,0001. I 1equest you will place to the eredit of
the * Claks’ Chustmas Fund” At the close of the fiist year since my aceession

1 Now Loid Overstone
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In all banks the junior clerks have lower salaries than the
senior clerks. In Scotland, a clerk usually serves an ap-
prenticeship of thiee years, dwming which he receives but a
small salary. This plan has been introduced mto some of
our country banks. In London it does mot exist. In the
private banks, a junior clerk usually commences with 607
a-year, and a portion of the Christmas money. In the jomt-
stock banks, where no Christmas money is allowed, the com-
mencing salary is usually 807  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 circum-
stances. One bank may assign a certamn fixed annual m-
crease to each clerk, whether he advance 1 rank or not. In
this case, his salary will be regulated entirely by the number
of his yeas of service. Another bank may have a fixed
salary for each post, and a clerk has no inciease of salary
except when he takes a step m rank. Another bank may
adopt a scale of salaries combming the prmeiples of the other
two. For instance, every post 1n 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 15 promoted to the mext post, where again he be-
comes entitled to the annual advances belonging to that post.
‘We give no opinion as to the respective meut of thesc plans.
But there is one principle we would enforce—that the salaries

to the head of this concein, I am deswous of offermg to those through whose
assstance I have been enabled to bing 1t to a satisfactory concluston some sub-
stantial proof of my sense of their services, and of the interest which I feel mn all
that concerns thew comfot and happmess The year now closing has been
marked by some t of an accidental and t y characte, which
have tended to throw an unusual degree of labour and tiouble on the clerieal
department of the office  Of the 1eadmess with which tlus difficully has been
met and overcome I am very sensible, and for this, as well as for the umfoim
zeal and ntegiity with which the geneial duties of the office a1e discharged, I
beg that the cleks will accept my grateful acknowledgment, and that you and
they will beleve me to be the farthful fiend of you all
(Signed)  #8. J. Lovp

« Lothbury, Dec 24th, 1845.”
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of the clerks should be regulated by the prosperity of the
bank. If the bank 1s prosperous, the clerks ought to share
m its prosperity; and if the bank is unfortunate, the clerks
must consent to share in its 1ll 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, entitled ¢ The Statesman >—a work which he states to
have been the result of twelve years’ official experience :—

Tt 15 often saad, that m order o get efficient service good pay must
bo offored But this 1s not true, as appled to first appomtments of
young men  On the contrary, 1t will often happen that the largeness of
the temptation, by bringing mto activity the most powerful interests
through which abuses of patronage are engendered, will lead to the
appomtment of & worse man than would have been obtamned by a smaller
offer  On the other hand, though men of promise arc to be hud cheap,
whilst they me young and thew value 18 hittle known to themselves or
others, they cannot, when this 1 no longer themr condition, be kept for a
small consideration, or ab least kept contented Buta reasonable degree
of contentment 1s of essentral importance where the understanding 1s the
workman  There is no position so strong as that of a man who stands
upon Jus head ; and 1f he be not mduced to the activity of yust thmkimng
and clear reasoning, he will hardly be coerced to 1t Upon the whole,
therefore, I would say, that what 13 most conducive to good appomt-
ments m the fl1st mstance, and thenceforward to derrving benefit from
them, 18 to offer small remuneration to the begmner, with successive
expectancies proportioned to the merits which he shall mamifest, and of
such mereasing amount as shall be caleulated to keep easy, through the
progressive wants of smgle and mairied ife, the mmd of a prudent
man Upon such a system, 1f unfit men belonging to mfAnential fami-
lies shall make good an entrance mto the service, they will he more
easily got 11d of , since, finding that they have got but little m hand, and
have but Little more to look to, they will hardly be desirous to continue

m o career m which they must expect to see thew compotitors shoot
ahead of them.”

Securities—In all banks the clerks give sureties for their
integnty—usually two, of 500l each; and m some banks
these amounts are increased on accession to higher offices.
Of late years societies have been formed, both in England



on Banking. 205

and Scotland, for the purpose of giving, on the part of clerks
and others, the amount of security required. These societies
allege that—

“Suetiship by private bondsmen 18 attended with varous meon-
vemences and objections, mstances have constantly oemrred m which
persons of the mghest respectability have been obliged to forego valu-
able appomtments, from exther the great difficulty of obtamnmg security,
or a repugnance to place thewr relatives or friends and themselves under
the obligations mvolved therem The society undertakes, on the annual
payment of a small sum, to make good 1n case of default by fraud or
dishonesty any losses which may be sustamed to an amount speafically
agreed upon, and by such means obviates the necessity for private sure-
ties, as well as the obhgations arwsmg therefrom, which often prove as
prgjudicial to the best mterests of employers as to the party seekmg
guarantee

“The association offers to the public the following advantages —

“To the employed —It obviates the difficulty of obtaimng the requi-
site securities for personal mtegrity, which has often placed an msuper-
able baruer m the way of many persons of the highest character and
ability, 1t affords facilities to those 1 purswit of employment, and relief
from the embarrassment attendant upon asking, with the uncertamty of
obtammg, private suretiship, and removes that weight of obhgation
and discomfort which such engagements necessarily impose

“To the employer —The ample capital of the association, with the
power and supervision lodged m the Board of Trade, 1enders the policy
of the company much more valuable than that of any mdrvidual, mas-
much as 1t 18 not liable exther to doubt or depreciation In laage esta-
blishments, both public and private, where the securities are numeious,
and the sureties often resident 1 many different parts of the country,
and known only by repute, 1t becomes nearly mpossible to watch over
therr contmued existence and solvency, and cases of default have fre-
quently oceurred when, upon investigation, it has been found that all
the sureties have been dead for many years”

“Therates are from 10s per centum per annum and upwards (accord-
mg to the nature of the employment), on the amount of security required

“No charge 1s made for stamp duty except 1 special chses; the usual
legal expenses of surety bonds will therefore be enturely avoided by
persons.who enter on therr respective duties under the guarantee of this
society

« A reduction 1s made m the premium on the sixth annual payment ”

The Loids of the Treasury, and a gieat many banking
companies, have accepted the guarantee of these societies.
In the year 1841 the Bank of England took measures for
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discontmuing the system of requiring sureties from the clerks.
Every clerk subscribed annually two shillmgs per cent. upon
the amount of his surety-bond. When he had subscribed in
the course of five years (or immediately if he chose), ten
shillings per cent., the liability of his sureties ceased. Every
new-clerk subscribes, when admitted, ten shillin@s per cent. on
the amount of the bond he would otherwise give. These
contributions are invested in the Three per Cent. Reduced,
or Consols. This fund is fixed at 6,0004 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 1t has increased to this amount. If the claims reduce
the fund so low as 4,7007 then the clerks are required to
make a further contribution until the fand 15 agam raised to
6,000Z. But this contribution is never more than two shil-
Imgs per cent. per annum on the amount of thew respective
bonds  Nor can any clam be brought agamst the fund
greater than the amount of the bond that would have been
required from the defaulter. The clerks still pive thew per-
sonal bonds, which are for the full amount of their deficien-
cies. This is an admirable plan for a large establishment.
In adoptmg it the directors have shown a sound discretion,
as 1t makes all the clerks interested in watching over one
another. At the same time, they have manifested that kind-
ness and goodwill which have, we believe, at all times dis-
tingmshed the Directors of the Bank of England in their
conduct towards them clerks.

Mr. Thomson Hankey, when Governor, delivered to the
Banking Institute the following account of the workmg of
this system :—

“'Wath regard to the guarantee system, 1t appeared to hum that the
prmerple adopted m the Bank of England m 1841, Dy has predecessor,
was capable of extension, with great benefit to the clerks, 1o many of the
other bankmg mstitutions of the country The prmeple of that plan
was, that a compulsory payment of 1/ a~year for five yeaxs, or 57 in ono
sum, was requied from each clexk, on cntermg the establishment
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These payments lated until they ted to a sum of 6,0007 ,
the imterest of which was then to be applied to another purpose, for the
benefit of the clerk, but m the meanwhile the fund was applicable to all
losses at the bank, which, under ordinary circumstances, would fall
wpon the pn\.mte sureties Every clerk, on entermg the establishment,
was bound to give security to the amount of 1,000 Well, he beheved
the lowest premium the guarantee societies would take was 10s per
cent, or 5! for the 1,000, and this 57 premmum had to be renewed
every year Now, the amount of this 57 premium fiom each of the
700 cleiks of the Bank of England would be 38,5000 a-yeax Well,
smee the guarantee fund to which he had alluded had been established
m 1841, the total defalcations m the Bank of England had only amounted
to about 1,500/ Now, if the 700 clerks had paid the 57 a~year each to
the guarantee soceties for the whole of that period, 1t would have rased
nearly as much as 40,0007, the whole of which would have gone mto
the pockets of the guarantee socicties, with the exception of the 1,500
which would have been necessary to make good the defaleations  Now,
1f 40,0007, had been paid m premiums, and 1,500/ had been the loss, 1t
would require very little argument from him to show that the guarantee
societies would have been very great gamers, at the expense of the
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 important posts.
This object is desirable, but how 1s 1t to be attamed ®

The three main divisions of employment m a London bank
are—the cashiers’ department—the accountants’ depaitment
—and the tellers’, or out-door department. All the clerks
enter in the first instance i the tellers’ department, and their
first duties comprise the collection of the payment of bills.
The senior tellers are occupied within doors in various duties
connected with the out-door operations. From this depait-
ment, as vacancies occur, the clerks are promoted to lngher
posts in either the cashiers’ or the accountants’ depart-
ment,*

* Tt 15 of course 1 large banks, whete there 1s necessanily a great subdivision
of labour, that these three departments exist m & separate form. In smaller
banks, though the duties are the same, yet one cleik may, i one day, perform
duties belonging to each of the thiee departments,
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The Cashiers' Department.—The cashiers 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 1mportant, 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 m a London
bank if we considered him only as a mere counter of money.
Quickness in counting money 1s indeed one very necessary
qualification. But besides this he should have such a mental
organization that he can recollect the general average of each
customer’s balance, so as to be able to pay thewr cheques
without a too frequent reference to the ledger-keeper. He
should also possess a quickness of eye in detecting forged
signatures—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 mmitated 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 readness and an anxiety to piomote their con-
venience 1m any watter on which they may require informa~
tion 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 depends as on the casliers. And hence, m
London banls, those clerks who aie deemed the quickest, the
most able, and the most gentlemanly, are usually promoted
to this office.

The Accountants’ Department refers to the keeping of the
books and the accounts. The mam qualifications for the
clerks in this department are-—good handwriting, accuracy m
figures, and method in the arrangement of their work. Slow-
ness 18 no positive disqualification, provided 1t be associated,
as 1t often is, with application and perseverance. An ac-
countant 1s not compelled to do any given quantity of work
within a given time. By a proper arrangement of hus duties
he can usually contrive to keep himself pretty equally em-
ployed during the whole of the day, and on busy occasions he
can perform what 1emams in the evening, after the hours of
public busmess. A steady perseverance 1s of the first import-
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ance. DBut we must distingmsh between those qualities
required m the clerks of the accountants’ department, and
those required 1 the accountant himself.

The chief accountant m a bank 1s not a mere book-keeper.
It is one thing to keep a set of books previeusly prepared and
arranged, and another to frame a set of books, or a new
system of book-keepmng, adapted for any operation that 1s
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 certam
transactions through the books—of frammg abstracts of
operations which the books may not immediately supply—
of malmg difficult caleulations, and of examining lengthy
and complicated accounts, and exhibiting them with clearness
and brevity. A good system of book-keepmg, and a clear-
headed accountant, would have prevented many a bank from
stopping payment.

From this statement of the qualifications of cashiers and
accountants, 1t will appear that most clerks will be more
fitted for one office than the other, and 1t 1s desirable that
each clerk should be placed m the department for which he
is best adapted. ‘Where there 13 no peculiar adaptation, and
where there is no marked difference among the clerks, the
promotion should go accordng to seniority—not semority
regaid to age, but seniority according to the time they have
been in the bank. But 1t will often happen, not only in the
first, but also m subsequent steps of advancement, that the
clerk who is entitled to a vacant post by length of service, 1s
not so well qualified for 1t as some of his juniors. But even
in this case, the mdividual should not be passed over, if he
can perform the duties with an average degree of efficiency.
Should he, however, be wholly unquahfied, or fall below
medioerity m hus quahfications for the office, there should be
no hesitation 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 tieated, it 1s

VOL. I P
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desirable that the clerk thus promoted should possess such a
marked superionty 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 prdmotion are twofold —Furst, merit; second, length
of service. And the difficulties to be considered are those which anse
when these claums elash that 1s, when the most meritorious officer 18
not he who has served the longest And, having regard to the large
public mterests and the deep mdinidual concernments with which they
deal, 1t may be stated broadly, as a general rule, that merit, or 1 other
words, mdustrious ability, should be the one essential consideration to
be regarded m thewr promotion Butb the question then arises, Will the
judge be always mecorruptible and mfallible® And if not, how are
mjustice, favouritism, and abusive promotion to be guarded agamnst?
The answer, as I concerve, 1s, that there can be no perfeet protection
aganst these evils; that the prmaple (ke most other prmeiples)
resolves itself mfo a matter of degree, and that the protection will be
adequate m the mamn, if the rule of preferment by ment, as agamnst
senority, be applied only where there 18 a marked distmetion of meut
Fou there ave divers secuirties, each of which may he more o1 less leant
upon, the aggregate of which will afford m the mam all but a certam
reliance, where the distmetion of mert 18 marked If mofives of
favouritism be at work, the most able and useful officer will at all ecvents
have a fair chance of bemg tho favourtte But 1f he labour under some
defect (as unsightlmess, 111 mannors, &e ) which, withont moparng his
public utility, tends to throw hum out of favour, he will nevertheless
have that hold upon the self-mterest of his prmeipal, which he wants
upon his goodwill Further, of this mtellectual 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 vamties of men
make them just as umpires, and he who cannot pretend to postpone
e others to himself, will not consent to postpone himself to any but
the best of the nme It will be found, then, that a man’s reputation
amongst hus fellows m an office will seldom faal to be according to his
desexts, and that where the superiority 18 maiked, the award of common
repute will be both just and deasive , and bemng so, 1t will rarely happen
that the patron will be mduced by any motive of favomitism to brave
the reproach of disregarding 1t In short, 1t 1s the nature of mdustrious
ability, acting through various methods and upon various motives, to
vindicate 1ts own claims under any system m which those clams are
recogniged , and the system which shall conform to this natural tendenecy,
and be so framed as to legitimate the rising of what 13 buoyant, will be
found to work the best

“Thero 15, however, & certamn moderating hand to be applied, even m
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the preferment of mert. Except i urgent and peculiar cases, m cases
of extreme necessity on the part of the service, or extiaordmary endow-
ments—and character also—on that of the mdividual, preferment should
proceed, as Lord Bacon teaches, ‘ per gradus, non per sultus’ For, besides
the ordmary evils attendant upon sudden elevations, it should be
observed that the hope, and not the fact, of advancement 1s the spur to
mdustry, and that by a large dispensation of reward at once, which
cannot be followed by like rewards m future, the patron sinks his
capital and fovestalls that vevenue of 1eward which should furmsh him
with resources of md it thiough ve years. Moreover, if a
man be advanced largely at once, there will not only be Iittle 100m lefts
for hus further promotion, but that hittle room will seem less when
measured upon the scale to which his ambition will now expand 1tself,
for he who has advanced by a stride, will not be content to advance
fterwards by steps *

VI. The Rules of Discipline.

As the disciplne of the office must depend very much upon
the chief clerk, a description of his duties will describe many
of the duties of the other clerks.

The office of chief clerk requires qualifications of no
ordmary kind. It need hardly be said that he should possess
a thorough knowledge of the business of the office. He ought
also to possess certam moral qualifications, such as a command
of temper, a love of order and 1egularity, a rigid adherence
to discxplne, accompanted by kindness of disposition and of
manners towards his colleagues, a gentlemanly and courteous
demeanour, and, above all, he will be expected to exemplify
m his own conduct those precepts 1t may become his duty to
meuleate upon others.

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

To see that the clerks come at proper tume m the morning,
are not absent unnecessarily durmg the day, and that they do
not leave the bank at night until they have fimished thewr
work,—To see, by occasional mspection, that all the books of
the office are keptin a proper manner, and where he finds
this not to be the case, to gtve such mstructions and admoni-
tions as the circumstances may require.—To see that during
the day the counter 1s properly appomted, and that no delay
takes place in attending to the wants of the public. For this

P2
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purpose it is desirable that his desk should be so placed as to
command a view of the counter.—To see, by occasional in-
spection, that the customers’ hooks are written up 1 a proper
manner, and in case of complaint he will personally invest-
gate the matter, and explain it to the customer.—To see,
early in the morning, that the balance was correct on the
preceding night, and when otherwise, he will himself 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 necessary to report thereon to the Banker.
—To see that all the officers of the bank conduct themselves
towards each other and the public m a couiteous and gentle-
manly manner, and to maintamn throughout the office a
proper state of discipline and subordmation.—To take charge
of the stationery and other matters used m 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 particular
notice, as

Punctuality of Attendance.—To insure . punctuality of
attendance in the mormmng, 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 m 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,
t0o, who are the most punctual are the most deserving of
occasional holidays. They who are habrtually late must be
regarded as having chosen to take their holidays by piece-
meal each day, and they can, therefore, have no claim to
other holidays besides. In all applications for promotion or
leave of absence, it is deserving of mquiry, whether the party
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is usually punctual in his attendance. With regard to
absence from illness, 1t cannot be supposed for a moment
that any clerk would pretend to be all when he is not so, in
order to have an excuse for absenting himself from the bank.
An act of this kind would show such a want of personal
honour as should be a disqualfication for holding any office m
a banlk.

“TFew things occasion more dissatisfaction and annoyance
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 18 very mjudicious for
him to absent himself It interferes with his promotion, for
s supertors will be reluctant to advance him to any post
where his absence would be more inconvenient than while he
is engaged m an inferior situation. In addition to this, the
superior 10 the office may attribute the attack of ‘bile’ or
¢imdigestion’ to the mndulgence of a convivial taste, which it
will be well for a clerk to avoid obtaming a character for.
And, under any circumstances, a man who continues at his
post as long as he 1s able, will stand much higher in the
estimation of those with whom he is engaged than he who
forsakes his duties on every trivial occasion.”*

A clerk should take care of his own health. We think it
is better for um 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 produce serious
complamts. The post most friendly to health is that of
cashier. He is generally standng , hus attention and mental
faculties are m more constant activity, and he is obliged to
talk, which 1s useful to the lungs. It may be doubted
whether the exercise of the intellectual faculties, when not
carried to excess nor attended with anxiety, is ever injurious
to health. Those mental operations which are connected
with the office of a bank clerk are m themselves beneficial
Tt 1s the confinement, the 1mpure air, and the keeping of the

# «The Banker’s Olerk,’ p 151, an excellent Little wok, pubhshed as one of
the serzes 1 the ¢ Guide to Sexvice,” by Mr Chailes Kmight,
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body too longin one posture that affects the health. Hence
clerks should live at a distance from the bank, and walk to
and fro. If they reside at the bank, they should take
exercise in the open air, erther in the morning or the
evening. When the weather is bad, they can walk up and
down the room, with the wmdows open. Any kind of amuse-
ment that should throw the body mto a variety of attitudes,
would be useful. Singing is fiiendly to health, 1f not carried
to excess, nor practised 1n confined or crowded apartments-
Boating, in moderation, is serviceable. Gardening 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 have a hobby, that 1s, 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 evils that sometimes arise from a monotony
of occupation If this hobby should be of a kind to be
useful or mstructive as well as recreative, all the beiter.
The gieat disease agamst which he should guard 1s con-
sumption. He will be more subject to this in youth than
in more advanced age. And 1t has been remarked that
bealthy young men, fresh from the country, when appointed
clerks, have become more susceptible of consumption than
less robust persons who have been seasoned by a residence 1
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 of thew
clerks. Every clerk, when appointed, 15 examined, to
ascertain that he 1s in good health. If he applies for leave
of absence on the ground of ill-health, he undergoes a
medical examnation. If absent from 1llness, he is visited by
the bank surgeon, who reports to the directors upon the
nature of hus complaint, and ats probable duration. If a
clerk complams that his employment is injurious to Lis
health, he 18 examined, and in some cases his employment is
changed. If he applies for a pension on account of age or
1llness, he is also exammed. In each of these cases a formal
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medical report 1s diawn up, and laid before the directors.
The present surgeon 1s Mr, Alfred Smee, F.R.S. It is not
hus duty to prescribe for the clerks; but in the case of the
porters or messenge1s, he acts as their medical attendant,
and 18 paid by the bank.

It is worthy of mquiry, whether this excellent arrangement
might not be extended, and adopted by other banking mstitu-
tions. Why should not every lmge company give a fixed
salary to a medical man to attend to the health of all thewr
clerks? This would often be useful m preventing illness, or
m checking 1ts first approaches. It would thus preclude, in
some cases, those mconveniences which are now felt through
the absence of sick clerks; while 1t would be a boon to the
establishment, and save them what, m some mstances, must
be a heavy 1tem of expense.

Holidays—It 18 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 year have leave
of absence for at least a week or a fortmight. This should
not even be optional—it ought to be a fixed rule wath which
they should be expected to comply. These absences should
be arranged to take place at those seasons of the year when
they will be of the least inconvenience to the busmess of the
bank. These holidays ought to be readily granted on the
ground of kmdness and humamty , but where these feelmgs
do not exist, motives of self-mterest alone would prompt a
ready acquiescence in such applications. In the first place,
a great meonvenience is often experienced in large establish-
ments from the illness of the clerks when they are demed
proper seasons of relaxation. In this case, the loss of time
from 1ll-health 1s greater than that which would be occasioned
by holidays. A sick clerk, even when he attends to his
duties, 18 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 peifect health. These occasional holidays
tend very much to improve the efficiency of an office. "'When
a cleik 1s absent, the mext m semorty takes his place; and
when all the clerks have been absent in turn, every duty m
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the bank becomes perfectly familiar to at least two persons,
so that in the case of those absences which arse from un-
avoidable causes, little inconvenience comparatively 1s felt.
But while the bank is thus rendered mndependent of any one
mdividual, it must not be supposed that the absence of a
clerk lessens the importance attached to his services. When
a clerk 1s really efficient, an occasional absence renders his
value more apparent, and mecreases the estimate formed of
his character; while the mdulgence he has received will
stimulate his energies and mcrease s desire to render
himself more than ever useful to his principals.

Another advantage to a banking establishment from the
absence of their clerks is, that it furnishes an additional
guarantee for their honesty. We have known mstances of
frauds being carried on for several years by clerks who were
constant in thewr attendance, while a single day’s absence
would necessarily have led to a detection of their dishonesty.
When a clerk takes his holidays, all the property under his
care is given over mto 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 career which
must be thus necessarily exposed

The following 1s stated in a City Axticle of the Z¥mes to
be the arrangement of the Bank of England on this subject :—

“Tt 18 not generally known that the Bank of England have recently
entered mto an arrangement by which all the persons on the establish-
ment are allowed leave of absence once every year, the hohiday varymg
1n length according to the length of service To carry out this plan,
the whole number of persons 18 divided mto four poitions, and each of
these four portions takes the vacation m one of the four periods of the
year that follow the payment of the dividends, and precede the shutting,
these bemg the periods m which the least busmess 1sdone  So complete
1 the system, that the parties who take therr holiday m the spring
quarter one year, take 1t m the summer quarter m the year followmg,
and so on through all the fom, that one may not have an unfar advan-
tage over the other. The shortest holiday, we understand, 18 about
nie days, and the longest about three weeks *

Clustomers’ Books.—It should be a great object with the
chief clerk to see that the customers’ books are written up
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correctly and neatly, in a good handwriting, and free from
blots or erasures These are the only books that go out of
the bank, and therefore they are the chief means by which
the customers can judge as to the manner in which the
business of the office 1s conducted. It is not advisable that
the writing up of these books should be left to the jumior
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; and when it can be so managed, the
credit and debat side should both be in the same handwriting.
One of the best writers m the office should be appointed to
this post, and his salary should be propoitionate to its im-
portance,

It 1s 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 agamst his customer, and the book 1s the
customer’s account agamst 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 1ight the
sums which are tc the banker’s credit.

Cashier’s Deficiencies.—It cannot be expected that a cashier
can recerve and pay away money for a whole year, and yet
never make any mistakes. Some deficiencies will be sure to
arise. Bach cashier 1s considered liable to make good Ius
own loss. But, to meet these deficiencies, some banks allow
to each cashier a certain sum—say 207 or 807 per annum—
which is called nsk-money. Others pay such deficiencies as
may arise durmg the year, giving an admonilion to any
cashier whose deficiencies are usually large. Superior
accuracy in this respect 13 also considered as ome test of
superior merit, and therefore as formmg one claim to pro-
motion. When a cashier takes his holidays, he delvers
up Ius cash to the chief clerk, who counts 1t, and sees that 1t
is correct, and then delivers it to the clerk who is to act for
the cashier, who signs an acknowledgment m the money-
book that he has recerved the right amount. The cashier, on
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Ius return, will make a similar entry. It is said to be the
practice in some establishments for the chief clerk to count
the cash of all the cashiers every Saturday night But when,
from the extent of the busmess, this cannot be done, he
counts the cash of each cashier individually, at such times as
may be most convenient to himself, givmg the cashier no
previous notice of his mtention to do so. He immediately
reports to the banker any deficiency he may discover. In all
banks it is understood that the cashier isnot 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.O.U.s, or other engagement. Any violation of
this rule, though with no fraudulent intention, is considered
a sufficient ground for mstant dismissal

Gambling in the Punds, or in Shares.—Some banks make
it a rule to dismiss any clerk that 1s found to be engaged in
transactions of this kind. The evil effects of such practices
are very great, Speculative engagements will necessarily
distract their minds, and draw thewr attention from themr
official duties. If unfortunate, themr peisonal 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 rumn themselves and disgrace thewr families.

VIL The Traming of Clerks for higher Offices.

Whatever natural talents a young man may have when
he enters a bank, he cannot be expected to perform lus
duties well until he has been instructed. There is a good
way and a bad way, a quick way and a slow way, of per-
formmg even the most smple operation  Incorrect or
slovenly habits, when once acquired, aze not easily abandoned.
‘When, therefore, a young man enters a bank, he should be
placed under the tuition of another clerk, well qualified to
mstruct him with regard to all s immediate duties. It 1s
also desirable that the chief clerk should mot have much
manual labour, but should have leisme to walk round the
office—stand for a while at the elbow of each clerk—observe
los peculiar defects—and give such instructions as he may
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deem necessary or useful. The senior clerks, generally,
should also be ready at all times cheerfully and courteously
to give instruction to their juniors

There are many ways of ascertaining the relative merits of
a clerk. There 1s one obvious way; that is, to mspect the
books which he keeps. It can readily be seen 1if they are
kept m a good and neat hand—if there are any blots or
erasures—and if they indicate any great degree of careless-
ness or otherwise. Quickness 1s generally 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 yet
accurately, 1s generally a clever man. Quickness of hand
denotes quickness of head, and 1t will generally be found
that these two kimds of quickness go together. We do not
say that this mechanical quickness of head proves soundness
of judgment, but neither does 1t prove the reverse. In a
clerk it is a decided recommendation.

Another test of the cleverness of a clerk 1s, the opinion
formed of him by his fellow-clerks. When men associate
together day after day for a number of years, both themr
excellencies and their defects become known to each other,
and each man falls into the position to which his qualities
entitle im. The opimon which any one clerk expresses of
the relative merits of the other clerks will generally be
correct, when his own interest is not concerned. The opinion
he may express will, m fact, be the opmion of the office,
formed not only on his own experence, but also on the
experience of all the other clerks.

The report of the chief clerk will generally express this
united opmuon of the office. But 1t is well for a banker to
keep himself well acquainted, at all times, with the senti-
ments generally entertamed by the cluef clerk respecting
the other clerks, and not ask his opmion merely when there
is an opening for promotion. On these occasions feelmgs of
kindness, or the reverse, may mduce a chief clerk to speak
of the party in a somewhat different tone from that which he
would employ at ordmary times.

With a view to the proper trainmg of clerks, it 1s desirable
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that there should not be too many in proportion to the work.
If the clerks are unemployed for any considerable portion of
the day, their habits of attention, of industry, and of quick-
ness, are impaired, so that they do less work even in those
hours i which they are occupied. The duties of each clerk
should be sufficiently heavy to require a continuous applica-
tion 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 either gambols or quarrels among
themselves, during the hours of business, he may safely infer
that he has too many hands. By reducing the mumber he
will make each clerk more efficient, and the work will be
better done. He will also be able to mcrease their salaries -
individually. It 1s 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 recerved by each will also
be greater. .

For the purpose of trainmg the clerks, 1t is desirable that
their labours should be so subdivided as that the duties of
one office should be a training for the office 1mmediately
above it. The clerk, on his entrance mto the bank, will thus
have to perform those operations that require the least
degree of professional knowledge—of knowledge pecubiar to
the business of a bank—and will advance 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 mto that post the operations
of which will form the best trammg 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
duties of their superiors. New arrangements are formed
temporarily for a different division of labour, and, the hands
beng fewer, an additional stimulus is given to exertion. It
18 also useful, when 1t can be done, for the clerks to change
occasionally, and do each other’s work. Every clerk should
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be encouraged to suggest any improvements for abridging or
facilitatmg his own labour. When a bank has several
branches, it 1s often advisable that an occasional absence at
one branch should be supplied by a clerk brought from
another branch. A good mspector 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 m the clerks
is an 1mpartial system of promotion. It 1s, perhaps, desnable
that instances should occur sometimes, of a cleik, who 1s
entitled to a higher post from semiority, being unfit to take
it, m order to show that superior merit is regarded. Butit
should always be obvious that the clerk who is piomoted has
superior merit. If a clerk 1s put over the head of another
from favouritism, or caprice, on the part of the banker—or
from the mfluence of fiiends, customers, or shareholders—or
even for qualities good m themselves, but not increasing lus
efficiency as a clerk—then will great evils arse from his
appointment, even though he should be as well qualified as
the man who was entitled to the post from seniority.

Ancther effectual means of trammng clerks 1s the daily
balance.

The books are balanced every mght, before the clerks
leave the bank. But mistakes will necessarily occur dming
the day, and to discover these will occupy a httle time.
The total amount of error is called « the difference ;” and to
endeavour to discover the error is called * searchmg for the
difference.” Those clerks who are thus employed in the
evening are said to be “upon the balance.” In large esta-
blishments 1t is usual to divide the whole body of clerks into
classes, who take 1t in turn to be “upon the balance”
By this arrangement, all those who are mnot “wupon the
balance” can leave the bank as soon as their own work 1s
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 retamed, the juniors would do nothing, or else



222 A Practical Treatise

they would be employed on the inferior books, from which
they would learn nothmg. But when only six are retamed
they must all work, and, what is better still, they must
all think. They will all acque a thorough knowledge of
the whole system of book-keeping, and be able to ascertain
m what way errors in one book may counteract errors in
another book, and how the errors discovered will bear upon
“the difference.” In large establishments almost the only
way m which a jumor clerk can learn the whole system of
book-keeping, is from being “upon the balance.” DBut this
is an effectual one. It also gives him an opportunity of
showing his talents. Some clerks are far more quick m
discovering the difference than othersare; and this quickness
15 generally a fair criterion of the general talent of the party.
The clerk who “skulks ” the balance avoids the best means
of improvement, and the best opportunity of showmg his
talents. But such peisons have usually no talents to show.
A clerk who actsin this way betiays a consciousness of bemg
a fool.

We have here spoken of that kind of training which is
adopted to the makmg of clever clerks. DBut as in the
jomt-stock banks a cletk may become a manager, it 1s
desirable that those clerks who are deemed the most clever
should be put under a course of trammg that will, with
experience, qualify them for that office. It 15, m some
respects, more difficult to do this in a large establishment
than m a small one. In a bank that has forty clerks, one
clerk sees only a fortieth pait of its opeiations. In a bank
where there are only ten clerks, one clerk sees a tenth pait,
and may easily acquue a tolerable lmowledge of the whole.
A bank that has many bianches has a great facility for
trainmg clerks to become managers. When a bianch manager
is absent from illness, or any other cause, one of the senior
clerks of that or some other branch will take hus place, and
thus gradually become accustomed to the duties of the office.

The clerks thus selected for this knd of trammg should
be young men who are quick and ecfficient m the discharge
of all thewr official duties, and, moreover, possess a good
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temper, gentlemanly appearance and manners, a degree of
Interary information, with a desire of improving thewr know-
ledge and thew talents. They should not be young men
who have entered the bank until they can get something
better, but those who look to bankmg as their profession, and
are ambitious of attaming to the highest postsin the esta-
Dhishment. But beyond the qualities we have enumerated, 1t
is necessary, above all things, that they should have habits of
busmess.

« Habits of busmess 1s a phrase which mcludes a varety of qualities
—mdusty, arrangement, calculation, prudence, punctuality, and per-
severance And these virtues arve exercised, not from the mmpulse of
particuler motrves, but from habit  If you hear a man boast of bemg
mdustrious, you may safely mnfer that he does not possess the habit of
mdustry forwhat a man does from habit, he does mechanically, without
thinlang of the merit of s actions, though they may be highly mer-
torious Hahbits of 1 ale tial to a hant  But though
cssential to a merchant, they are not peculiar to him They are as
necessary to a professional man as to a meichant—as necessary to ladies
as to 2 y for the gov ent of a famuly as for the
government of a commercial establishment — The greater the mtellectual
talents of the mdividual, the more necessary are habits of busmess to
keep him steady m hus comse  The more canvas he spreads, the more
Dballast he zequwes If we examme the hustory of those illustuous
characters who have risen to emmence as the masters, the legislators, or
the mstructors of mankmd, we shall find they have been as much
distmgmshed by thew habits of busmess as by the superiouty of thew
mtellect, while, on the other hand, we could easily pomt out, m cvery
setence and 1m every path of lfe, somo young men who, though of
towerimg genius, have become lost to themselves, and have disappomted
the hopes of all thewr fuends, through a want of habits of busmess
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 mto an obligue course, and passed mto
oblivion **

If & clerk be mtended to be trained for a manager, it may
be questioned whether he will be improved by remaining a
long tme as a clerk. The two offices are very distinct, and
they call into operation distiet qualities and operations of
mind. A very old banker’s clerk (unless he has been a chief

* ¢«Lectures on Ancient Commerce, by J W Gilbait,
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clerk) is generally, from the very length of his service,
disquahfied for being a manager. Seven to ten years’ ex-
pertence as a clerk is quite long enough, and after that
period the sooner he becomes a manager the better, provided
he has the necessary qualifications. Even durmg that time
he should have been occasionally employed m those opera-
tions that require the exercise of his faculties as a man of
business. It has often been 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 m a 1outme from
which they cannot be suddenly aroused mto an attitude of
independence, so as to be able to trace causes and effects, to
balance opposing considerations, and to engage m those
reasoning processes which aie required by the exercise of
authority. Hence it is, that before a clerk is appointed a
manager, he should undergo some kind of trammg. The
best traming for bemng a manager 1s that of bemg chief clerk,
or of holding an equivalent post next to the manager. It
will necessarily follow that the holder of such a post will have
aoccasionally to take the place of the manager, and the
manner in which he may then act will be a fair criterion by
which to judge of his qualifications for that or a smmlar
situation.

Among the means of training clerks for superior offices,
we should give a high rank to the formation of a library of
banking-books, 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, m the
year 1846, and which was afterwards published in the sixth
volume of the Bankers’ Magazine, are, we think, not inappli-
cable to this subject :—

“I wish you would advise your directors to celebrate
their success by sending to each of their branches monthly,
a copy of the Bankers' Magazine. 1 am sure this would be a
profitable mvestment of some portion of, your surplus funds,
and would yield an ample return m the results ansmg from
the mereased knowledge and skill of your managers. Here



on Banking. 225

they will learn points of law and of practice, with which they
were previously unacquamted, and be better prepared to
deal with such cases when they occur m therr own ex-
pertence. It seems peculiarly necessary that managers of
branches, who have not the opportunity of immediately
consultmg with any of the directors, should be supplied by
the bank with the means of obtaming this kind of nfor-
mation. Losses are sometimes meurred by jomt-stock banks
through the want of knowledge of a little banlking law on
the part of their principal officers. The managers would not
be the only gamers. The other officers of the branches
would have the opportunity of self-improvement; and thus
routme clerks might become mtelligent bankers, and you
would tram 1 your own establishment a constant supply
of able men to take the places, when necessary, of the
exiBting managers. It is one of the excellencies of our
system, that the jumor clerks may look forward to bemg
placed at the head of the establishment; but this can only
take place m those mstances wherein the clerks endeavour to
acquire that professional and general knowledge which 1s
necessary i the present day, m order to discharge the duties
and mamtan the position of a manager. TUnless they do
this, those who are now clerks will remam clerks as long as
they live, and the mext generation of managers will be taken
from the more instructed classes of society.”

The manager of a jount-stock bank m the midland counties,
on whom we called last summer, mformed us that s direc-
tors had recently voted 1007 towards the formation of a bank
library. To the directors of other.banks we would say, “ Go
and do likewse.”*

In tramng clerks for intellectual offices, it 1s advisable not
to give them too many mstructions with regard to minute
details. They should be taught to thmk for themselves A
man’s talents are never brought out until he 1s thrown, to

* In the year 1850 a Laterary Association was formed by the clerks of the
Bank of England The directors assigned thiee 100ms within the Bank for a
Library, a Reading-room, and a Lecture-room, and g.ava 39500 to1waxds the funds

Several of the dwectors indhvadually also it of both
money and books
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some extent, upon his own resources. If, in every difficulty,
he has only to run to his principal, and then imphecitly obey
the directions he may receive, he will never acquire that
aptitude of perception, and that promptness of decision, and
that firmness of purpose, which are esseniially necessary to
those who hold important and responsible offices. Young
men who are backward in this respect should be entrusted at
first with some inferior matters, with permission to act ac-
cording to their discretion. If they act rmghtly, 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 certain degree of independent
feeling is essential to the full development of the intellectual
character. It should be the object of a banker to encourage
this feelng in his superior officers. Those bankers who*ex-
tend their commands to the minutest details of the office,
exacting the most rigid obedience in matters the most trivial,
harshly censurmg 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 physi-
cal and mental powers by attending 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 conversation a ready
man. Whatever knowledge he may have acquired by read-
ing or otherwise—however exact he may have been m the
disciplme of the office—the young manager has yet to
become a ready man. He has to apply s knowledge
promptly and indépendently, and, at the same time, wisely.
This habit he will acquire by time. The exercise of autho-
1ty over other men produces an independence of mind which
is friendly to the maturing of the undeistanding, while the
necessity for giving immediate decisions m conversation with
hus customers will have a tendency to produce promptness of
judgment There is no profession in which experience is
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more useful than in bankmg. But it 15 useful, not so much
in the amount of knowledge that 1s acquired (though that is
important), as m the mprovement it mparts to those intel-
lectual faculties which are called into exercise. It 1s by con-
stant practice that these faculties gather strength. Habits
are formed by repeated acts, and they can be formed m no
other way.

Before closing this section on the administration of the
office, we may observe that although the duties of a chief
clerk are quite distinet from those of a banker, yet in small
establishments they are often performed by the same person.
In branch banks, generally, the manager 1s both the banker
and the chuef clerk. But as the branch increases, the manager
will gradually transfer to the second officer the duties of
the chief clerk, and confine his own attention to those of a
banker. It 1s too much the practice in England to view a
bank manager as holding the same relative position in a
jomt-stock bank which a chief clerk does m a private bank.
This is an error. A manager is not a banker’s clerk—he is
a banker, And although he may reserve some important
cases for the consideration of his diiectors, yet they are
usually such cases as a private banker would reserve for con-
sultation with his partners, or on which, had he no partners,
he would take time to form hus own determmation.

It may also be observed, that although the government 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 reported must be dealt with by the
banker himself. In a well-disciplined establishment these
cases will be rare, but they will occur sometimes, and then
the mode of reproof or pumshment will be regulated by the
kmnd of offence and the character of the party. Every act
of dishonesty, however trifling the amount purlomed, must
be followed by instant dismissal. Acts of deliberate disobedi-
ence to orders, gross disrespect to superior officers, or acts of
immoiality that would bring discredit on the bank, will

. Q2
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generally be visted with the same punishment. Bub ex-
treme punishment should be inflicted only in extreme cases.
Mere accidental errors, though they may sometimes occasion
great loss, must mot be treated in the same way as those
faults which arise from gross neglect, or which mply a defi-
clency in personal honour. It 1s geneially a good rule, that
a banker should not reprove a clerk in the presence of the
other clerks. By followmg this rule, he can adapt his re-
.proofs to the character and position of the party ; for a valu-
able clerk, even when really culpable, is not to be treated in
precisely the same way as another whose services are of less
mmportance. Nor is it any violation of justice, that those
faults which ause from inadvertence should be viewed differ-
ently from those that amse from bad habits. Nor will 1t
tend to impair the discipline of the office should 1t be known
that a good character will sometimes get a young man out of
a scrape, while he who had not that good character would be
pumished more severely for a less mmportant offence. An-
other rule to be observed in administermg reproof is,—in re-
mindmng & clerk of his defects, to commence with telling him
of his good qualities. There is a credit as well as a debit
side m every man’s character; and 1t seems hardly far to
run over all the debit 1tems, and say nothing of the other
side of the account. This plan, too, mcreases, imstead of
diminishing, the pungency of the reproof, while 1t removes
from the rnd of the party any mmpression that the banker 1s
influenced by motives of personal dislike.

-
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SECTION XIIL
BANKING BOOK-KEEPING

“ AvrHOUGH the busmess of keeping books is extremely easy
when once the accounts are properly arranged, yet the adapt-
ation of the principle of double-entry to extensive and com-
plicated transactions, so as to receive the full benefit of the
system, 1s & process which requires the most complete know-
ledge, not only of the practice, but also of the science, of book-
keeping.”

“ Book-keeping, like all other arts, can only be mastered
by industry, perseverance, and attention. The learner must
think for himself, and endeavour to understand the why and
wherefore of all that he does, instead of resting satisfied with
vague notions and words devoid of sense.”

“The study of book-keeping affords an excellent means
of mtellectual disciplne ; “that 1s, when 1ts principles are
exlibited as well as their application. When the reasoning
powers are called mto exercise as well as the memory, the
student who has carefully attended to the mstructions, and
who 1s the master and not the slave of rules, will experience
no difficulty m unravelling or adjustmg any set of accounts,
however complicated or diversified.”*

‘We have commenced this section with these quotations in
order to quicken the attention of the reader to a subject
. which by those who do not undeistand it 1s considered com-
pheated, and by those who do understand 1t 1s considered
dull. It 1s, in fact, neither the one nor the other. But stall
1t 15 a subject on which 1t 1s difficult to write in such a way
as to avoid the possibihity of bemg misunderstood. We pur-
pose in this gection—

I To notice those Preliminary Operations with which a
young Boolk-keeper should become acquainted.
II. To describe the system of Banking-booking as pub-
lished 1n the former editions of this work.

* «Double-Entry Eh:lcl(lated,‘ by B, F Foster.



230 A Practical Treatise

III. To state those Improvements of which this system has
been found to be susceptible.

IV. To trace the Resemblance between Banking Book-
keeping and Mercantile Book-keeping.

I. Prelimmary Operations.

‘When a young man enters a bank as a clerk, he should be
instructed to be careful with regard to his handwriting, or, in
his anxiety to wrte fast, he may forget to write well. If he
write a bad hand, he should not be above taking a few lessons
from a professor of penmanship, who will teach him to write
fast and well at the same time. But, however badly he may
write, he should try to write plain. Plainness 18 of more
consequence than neatness or elegance. He should be very
careful in wiitmg the names of the customers of the bank.
If he wnte them illegibly, there will be a loss of time in
makmg them out, or they may be misunderstood, so that
money may 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 careful
to write the Christian names fully and distinectly.

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 15 a most important qualification, and a
deficiency in this respect may be an msuperable bar to pro-
motion. 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
seeretary. “You ought to be careful to write a plamn hand.
You impose upon your correspondents a very unnecessary
and a very unpleasant tax if you require them to go over
your letters two or three times in order to decipher your
writing. A business hand is equally opposed to a very fine
hand. A letter written in fine elegant writing, adorned with
a variety of flourishes, will give your correspondent no very
high opinion of you as a man of business.” *

* “Lectwmes on the History and Prmeiples of Ancient Commerce,’ by J W.
CGhlbart
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The plan of writing-masters who advertise to teach good
and expeditious writing in a few lessons is as follows —The
puptl rests his hand upon the paper without touching 1t with
his Iittle finger. All the motion is then made from the
wrist.  Those who have to write their names®nany times in
succession, such as in signing bank-notes or in accepting bills,
will find that on this plan they can get through their work in
much less time than if they bend thewr fingers with every
stroke of the pen.

The young clerk should also be taught to make his figurés
clear and plain, so that a 2 cannot be mistaken for a 3, nor a
3 for a 5. He should also take care that the tail of his 7 or
his 9 does not run into the line 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 O m the lme above 1t into a 9. He should be
careful, too, m puttng 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 upgthe
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 siver coin, he will count with two hands
instead of one, and thus do double the work. In entering a
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 quckly as he enters them. He will always
turn them over one pon 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 1n this operation are accuracy
and quickness. To msure accmacy a clerk will cast every-
thing twice over. The first time he will begin at the
bottom of the column, and the second time at the top If
he begm both times at the bottom of the column, the asso-
ciation of figures will be the same; and if he has fallen
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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 not
be likely to fall mto the same error. Quickness can be
acquired onlyby practice. But he will accelerate lus speed
by making his figures plam, and placing them stiictly m a
line under one another He should also learn to cast with-
out speaking, for the eye and the head will go faster than the
lips.

pHe must also be taught to ““call over.” When he flist
comes mto the bank he will call this sum, 815 10s. 6d.
three fundred 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, srz. And
so 1 the larger amount, 4,785 13s. 4d., mstead of saymng,
four thousand seven hundred and eighty-five pounds seventeen
shillings and four pence, he will call, forty-seven, eighty-five,
thirteen, four. By proceedmg in this way, and speakmg
quickly and yet distinctly, a column of figures may be called
over and checked in a very short space of time. He will,
however, take care to avoid ambiguity. Thus, if the sum be
407. 5s. 6d., he will not say forty, five, six, as that would
mean forty-five pounds six shillmgs ; but he will say, m 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 25,3477 8s. 6d. 15 called over
twenty-five, three, forty-seven, eight, six, and six figures,
say 468,3797. 8s. 6d., is called over, fqur sixty-eight, three
seventy-nine, eight, six.

He will also be taught to balance; that is, to find the
dufference between two sums by addition, mstead of subtrac-
tion, Thus, if the two sums be 1,347. 16s. 8d. and 4,8341.
19s. 8d. he will be apt at first to put one under the other and
subtract, m this way—

£4,834 19 8
134716 8

Dufference £3487 3 5

W
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But he must be taught to proceed by a mental process, and
will add the difference to the smaller number, thus—

£134716 3 — £4,83¢ 19 8
Difference . . 3487 3 5

£4834 19 8

He performs this operation by beginning with the pence,
saywng, or rather thinking,  three and five make exght,” and
so on. And thus the two sides of an account are made to
balance ; that is, both sides are of the same amount.

The prmciple of balancing peivades the whole system of
book-keeping. For example, we kmow that 1f to the amount
of cash in the bank last night we add the amount recerved
to-day, and deduct the amount paid to-day, the remainder
will show the amount on hand to-mght; and a novice would
very naturally put 1t down in this form—

£
Cash on hand last mght . . . . 100,000
Recawved to-day . . . . . . 60,000
160,000 :
Padtoday . . . . . . . 80,000
Cash on hand to-mght. . . . £80,000

But an accountant would arrange these four items in such a
way as to form a balance, thus— .
£ £

Cash pad away to-day . 80,000 | Cash on hand last mght 100,000
Cash on hand fo-mght. 80,000 | Cash received to-day . . 60,000

£160,000 Balance .  £160,000
In keepmg the Progiessive Ledger, the principle of ba-
lancing 18 of constant occurrence. The ledger-keeper brings
out a new balance every time he turns to an account. But
he never deducts—always adds. And if he post several
articles at the same time, the method 1s the same, thus—

If the credit balance 1s . PP L £1214 3 7
And he posts the following sums
to the debit of the account . £141 2 4
87 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
m the same way to the shillings, and afterwards to the
pounds. When he has placed this sum, 7107 5s. 8d., he adds
up the whole, including 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 func-
tions of the different books, and of the terms and phraseology
used in book-keeping. The same book is sometmmes called
by different names m different banks, and different terms are
employed to describe the same operations. But every clerk
should use the language of the office m which he is placed.
He should call every book by its proper name, and employ
the phrases which are used by others. For instance, if the
word “money ” is used to denote com, he must always use
it in that sense; and not say “money” when he means
bank-notes.

It will be of great advantage to a sensible youngster, 1f one
of the semwor glerks 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 books of the office.

IL We shall now describe the system of Banking Book-
keepmg, as published m the former editions of this work.

Every person, on opening an account with a London
bankig-house, enters his name in a book called the Signa-
ture-Book, and this book is referred to whenever a draft is
presented having a doubtful signature. The person is
supphed free of cost—stamps excepted—with a book of
printed drafts and a cash-book, called m some houses a Pass-
Book, in which 1s entered an account of his debts and credits,
as often as he thinks proper to leave it for that purpose.

London bankers do not usuallv eive recemts for monev
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paid into thewr 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 15
then given what 15 called a shop-receipt, in the following
form *—

London, May 1,18 .
Recewved of [the country bank) the sum of one thousand pounds
To account for on demand,
For Hope, Rich, and Co.
£1000 A Cashaer.

The name of the party paying the money is not inserted in
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
1t may desire. The London bankers never re-issue any
country notes or bills of exchange, that may come into thew
hands. When a cheque 18 pad, it is cancelled by drawing
the pen four times in different directions across the name of
the drawer. In Scotland a paid note or cheque is said to' be
“ retired.” It 15 retired or withdrawn from circulation.

Before explaining the banking system of book-keeping, I
will define a fey, terms which are often used in connexion
with the subject By the word ¢, is always meant a bill of
exchange not yet due. The word cash denotes the various
items meluded m a credit or cash entry, and may denote due
bills, cheques, bank notes, country notes, or com. The terms
cheque 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 bill of exchange, though this use
of the term 15 very common m the country. Both bills and
drafts are often called articles ; and if they are cash, they are
styled cash articles. An addyessed bill 18 a bill made payable
at 2 bankmg-house. A discounted bill is usually called a
discount. By money is always meant coin. To post an
article is to place or enter 1t m the ledger. One book 1s said
to mark against another when the same entry 18 made in both
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books. One book is checked by another, when any error in
one book would be detected by some operation in another.
To check a book, or an account, 18 to examme it, and prove 1t
correct, or make it so. To cast, or cast up, means to add
together. “The &alance of an account is the difference between
the credit and the debit side. An account is said to balance
when the credit and the debit side are of the same amount.
To dalance an account 1s to enter the balance, and to add up
both smdes, 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, 1s 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 dankwng-houses, not banks. A person who
has an account at a banking-house, 1s said to keep o banker

I shall now describe the various books in the order of the
different departments to which they belong.

1.—The Cash Department,

The principal books in this department are the following *—

1. Two WasTE-Booxs.—One 1s 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 ills pa:d.
The Received-Waste-Book 1s ruled with a double cash column
on the right-hand side of the page. In making an entry mto
this book, you will proceed as follows.—First, enter the
name of the party who lodges the money ; then enter it m
the fiist cash column the particulars of which the credit
consists, specifymg each particular m the space at the left-
hand. In receiving Bank of England notes, the number and
date of each note must be mentioned ; but if the notes aie
numerous, make them up m a parcel, and wite on the
outside the total amount, and the name of the party of whom
they were received. Call 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 followng day
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Cheques on your own bank are to be entered by the name of
the diawer 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 distingmshed from
cheques upon bankers, by stating short the number and
denomination of the notes—thus, 45 2. All gold and slver
are to be called money. After entermg all the particulars of
a credit, add them ‘“together, and canmy out the amount into
the farther cash column At the close of the day add up
this outer column, and see that the total agrees with the
amount 1 the Day-Book.

If a customer brings his book with him when he lodges
cash, the cashier enters the credit, and returns the book to
him, unless 1t be left at the bank for the purpose of having
the dehit side also written up.

In recertving money for a deposit receipt, the entry is
made in the same way as when the momey is placed to
a current account; but the words Deposit Receipt, or
the letters D. R., are wrtten agamst the name of the
depositor.

In the Paid-Waste-Book is entered an account of all the
bills and cheques paid by the bank. This book is 1uled on
each page with a cash column on the right hand, and another
on the left hand, leaving a space between ~When a cheque
1§ paid, the amount is placed m the left-hand cash column—
then the name of the drawer in the open space—and m the
nght-hand cash column are entered the particulars of the
payment. Bank of England notes are entered by their
number. Tt is not necessary to enter the date, as that can be
found if necessary erther m the Cash-Book of the preceding
eveiling, or in the Received-Waste-Book, or the Lists of the
same day. When a deposit recerpt 1s paid, the same order 1s
observed, but the letters D R. are added. All gold, silver,
and copper are called money. At the close of the day, all
the payments are added together, and should agree with the
amount m the Day-Book.

Tach cashier has a Received-Waste-Book, a Paid-Waste-
Book, and a Money-Book.
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2. MonEy-Booxr.—This is a small book ruled with a cash
column on the right-hand mde of each page, and 1t contamns
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 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 Recerved-
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 are included. Thus, if in paymg a cheque
of 1751. 2s. 6d., he pay 5-2-6 money, he will enter it thus—
“£175 2. 6. £6-2-6.” The money is counted up at mght,
and must agree with the balance of the Money-Book ; and
this balance is then entered in the Cash-Book.

3. Case-Book.—In this book 15 entered every night a
specification of all the cash m the bank., The items will
consist chiefly of Bank of England notes, parcels of sundries,
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 sundries, are entered by the word
“Sundries,” then the name of the parties of whom they were
recewved, and the amounts; country notes by the name of .
the country bank, and the London agent at whose house they
are 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 book generally the cash_ articles are more
fully described than in the Received-Waste-Book. In some
banking-houses the Cash-Book 15 called the Sroox-Boox, and
in others the MAXE-UP-Boox.

4. Dav-Boox.—This book is ruled with a double cash
column at the right-hand side of each page. The accountant
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,.
ahd, on the nght-hand side, the cash which is received. He
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commences by writing the day of the week, and of the
month : then on the left-hand side he wiites a heading,
¢ CurrRENT AccoUNTS.” TUnder this head he enters all the
cheques paid, copying from the 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 headmg is “DrrosiT
Rrorrers,” under which head the mdividual recerpts paid
are entered, mentioning the number, the name of the de-
positor, and the sum; and bringing out the total amount, as
before, into the second 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 throughout the day,
and merely have to add 1t 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 Expenses,” « Branch Accounts,” &e. &e., answer-
ing to the accounts m the General-Ledger.

On the right-hand page, or credit side of the Day-Book,
the cash received is entered under corresponding headings, as
“ CURRENT AcCcoUNTS,” “DrposiT Rrcerers,” “Bruns Dis-
COUNTED PAID THIS DAY,” &e. &e. The entiies under the
heads of Current Accounts, and Deposit Receipts, 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 debit and
the credit mdes. 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 evening; and, if
the totals agree, the “bank is rnght,” that 15, the transactions
of the day have been correctly entered; but 1f not, then the
bank is wrong, and the error must be discovered by
“ marking off ” the various books.

In large establishments the Day-Book 1s d1v1decl into two
books ; the debit side forming one book, and the credit side
the other book. One 1s called the *Paid-Day-Book;” and
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the othet, the “Received-Day-Book.” The advantage of this
divimon is, that two persons can be employed 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 re-
ceived by the bank; but an amount is transferred from one
account to another. In other banks, all the transfers are
passed through the Received-Waste-Book. By some London
houses the Day-Book 1s called the Cash-Book, and its two
divisions are called the “RucEIvED-CasE-Book ” and the
“ Patp-CasH-Booxk.”

5. CURRENT-AcCOUNT-LEDGER—In this book every cus-
tomer has a separate account. The sums recerved to his
credit are posted from the credit sde of the Day-Book, and
the Ledger folio is placed m the Day-Book, in a column
ruled, for that purpose. The debit side 1s posted from the
cheques themselves, and the Ledger folio placed in the debit
side of the Day-Book on the following morning, when the
Day-Book 1s marked agamst the T.edger. 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 mcludes the date, the word «Cash,” and
the amount. When the cash is paid mftd the bank by a thrd
party, it is usual to enter 1t 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 13 substituted for the
word cash. .

Some banks follow what is called the progressive plan of
keeping the Ledger. By this plan the balance 1s 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 credif side, and each side has ruled columns
for the date, the transaction, and the amount. But in the
progressive Ledger there 15 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 ig the credit column; and the third 1s the column
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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 account, 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 theiwr Ledger on the
progressiye plan, and, besides the columns I have mentioned,
there are, on the xight side of the balance column, a space
for mscrting the number of days the balance may remain
stationary, and two mterest columns—one for the interest of
a credit balance, and the other for the mterest of a balance
overdrawn., Most banks divide the Current-Account-Ledger
mto two or more parts, and the names of the depositors are
placed m alphabetical order, from the begmning of the first
Ledger to the end of the last.

6. Drpostr-RECEIPT-Book.—Deposit Receipts are receipts
granted for sums of money that are likely to remain a con-
siderable time, and upon which mterest 1s allowed. These
receipts are distingwished from current accounts. Cheques
cannot be drawn against any sum lodged as a deposit receipt;
but when the amount, or any part thereof, is withdrawn, the
receipt 1tself must be produced at the bank, and delivered
up. The Deposit-Receipt-Book is not kept ledger-wise ; that
15, each person has not a separate account opened for him m
a distinct part of the book, but the receipts are entered
chronologically, according to the date of the lodgment. The
entry includes date of lodgment, name of depositor, profes-
sion, residence, amount, interest paid, principal and mnterest.
The last two particulars are of course not entered until the
recerpt is cancelled. - If a party 1s deswous of withdrawmg
only a part of the lodgment, the whole receipt 15 entered as
paid, and a new receipt made out for the sum which remains.

11.—The Bill Department.

Bills are divided mto two classes—ills deposited, and bills
discounted. Bills deposited are bills lodged in the bank for
collection, to be placed, when due, to the credit of the de-
positors.  Bills discounted are those for which the money has
been advanced, and which are, therefore, the property of the

R
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batk. These two classes of bills are entered in separate sets
of books; But, as the books are kept in nearly the same
manner, I shall describe them together.
1. BrLi-REGISTER. These books are kept, as the
DISCOUNT—REGISTER.} word register seems to mply,
chronologically—the bills being entered immediately after
each other, in the order m which they come into the bank.
The entry includes date when deposited or discounted, name
of ingiver, drawer, accepter, date, term, when due, amount,
daaly amount. The bills are numbered, and the register-
number placed upon each bill The daily amount of the
Discount-Register is entered m the debit side of the Day-
Book, under the head, “Bills Discounted this day.” I
advise that the headings of the columns of this, and of all
the other books, be printed. This saves tume and prevents
mistakes
2. Birr-LEDGER. } In these books a separate ac-
Discount-LEDGER. Jcount 13 opened for each party;
and the same bills which have previously been entered m the
Registers are entered m these Ledgers; but the entry is
much shorter. A full description of a bill is given m the
Register only, and the register-number is placed as a refer-
ence in every book in which the bill may subsequently be
entered. The entry in the Bill, or Discount-Ledger, includes
date when deposited or discounted, name of accepter, when
due, and amount. In some banks the Discount-Ledger 1s
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 dis-
counted, to which the party 1s 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 1s 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.”
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Between the two sets of columns will be éntered—date when
discounted—register-number—name of accepter or drawer—
when due  The advantage of this plan is, that on tmining to
any paity’s account, you see at once the whole of his engage-
ments to the bank, whether arsing 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 are

DiscoUNT-J OURNAL. Jentered 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 page.
This book may be made to last exactly a year, by having
headings for every day, from the 1st of January to the 81st
December, omitting Sundays. The entry includes the register-
number, name of depositor, or for whom 1t was discounted,
accepter, and amount. The Discount-Journal has three cash
columns ; one for the amount of each bill, another for the
bills pard, and another for those unpaid. The entry 18 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 pmd each day is copied from the Journal into the
recerved side of the Day-Book. Those unpaid are entered
into the transfer column of the Day-Book, and m the Past-
Due-Bill-Book. The Bill-Journal need only have one cash
column, as most banks find it more convenient to credit thewr
customers’ accounts with all the bills on the day they fall
due, and debit them on the followmg day for those that
remain unpaid. Those banks, however, that prefer it, may
have separate columns m the Bill-Journal for the paid and
the unpaid bills; and, m that case, the unpaid bills are
returned on the following day to the depositor, without being
passed through hus cash account. This 15 sometimes called
bemg “entered short.” Some banks make one book serve
the purpose of both a Bill-Journal angl a Discount-Jownal ,
one page of the book bemg used as a Discount-Journal, and
the opposite page bemg used as a Bill-Journal.

4. Tar Lists.—Each banking-house divides London into
a certain number of districts, according to the extent of its

R 2



244 A Practical Treatise

business. Each district is called a Walk, and usually takes
its name from the direction i which 1t lies; as the East
‘Walk, the West Walk, and so on. To each walk 1s assigned
a book, in which is entered every day a #st of the bills due in
the walk ; and hence the book is called a List. Each Last
takes its name fiom the walk to which it belongs; as the
Bast Last, the West List, &. The page is dinided 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 accepter and the register-number.
This is done the day before the hills 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
kid of cash. If the bl be not paid, he wrtes L. D. for
¢left direction,” and then enters the hill in the “Unpaid-
List”

In the UnrA-List are entered all the bhillsnot p,iq
when presented for payment. In the course of that day or
the following these bills are “answered,” either by bemng
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-Boox.”

Cheques upon other banks are entered in the Lists in the
sgme way as bills, unless the bank sends a clerk to the
Clearing-house, and then they are entered in the * Cleaiing-
out-Book.”

From this desciiption 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 paidgto the debit of a current account it 1s
entered from the cheque 1tself mto the Paid-Waste-Book, the
Day-Book, and the Current-Account-Ledger.

When a sum is received for a deposit receipt, the sum is
entered before the receipt is granted in the Deposit-Receipt-
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Book, and afterwards in the Receipt-Waste-Book and Day-
Book. When a deposit receipt 1s paid, it must be discharged
1n the Deposit-Receipt-Book, then entered in the Paid-Waste-
Book, and afterwards in the Day-Book.

‘When a bill is discounted, the discount 1s calculated by
the accountant, who at the same time observes if it is drawn
on a proper stamp, and is 1 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 1s placed
to his credit, and he is debited for the mterest. If he have
no account he 1s paid the amount mmus the discount, and
the entry 13 made in the Paid-Waste-Book. The bills dis-
counted each day are entered individually m the Discount-
Reguster, and the total amount copied mto the Day-Book.
The mlls are also entered mdividually in the respective
accounts in the Discount-Ledger, and under the days they
fall due 1 the Discount-Journal. When these hills are due,
the amount paid each day is entered i the Day-Book in the
cash column, and the amount unpaid 1s tiansferred to the
Past-Due-Bill account, and is entered in the Day-Book i
the transfer column.

‘When a bill 1s deposited, it is entered m 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 copled
from the Journal into the Day-Book, thence mnto the Cuirent-
Account-Ledger  If unpaid, the account 1s debited on the
following day, and the bill 1s returned to the depositor.

At the commencement of each day, all the entries made
the precedng day m the Day-Book, are marked against the
respective books by the accountant, or under his superm-
tendence. He also marks the Cash-Book, and checks the
adding-up. The Customers’ Books are then compaied with
the Current-Account-Ledger. The debit side of these books
15 usually written up the preceding evening from the vouchers
by the tellers, or out-door clerks. The accountant writes up
the ciedit- mde, and sees that both sides agree with the
Current-Account-Ledger.
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TII.—The Country Department.

In this department is managed the busmess of the country
banks, and of those customers who live in the country.
When the letters are delivered in the morning by the post-
man, one clerk takes them and enters in the Waste-Book the
cash enclosed i the letter to the credit of the respective
parties  Another cleak takes the letters and enters the bills
in the Country-Bill-Register, the Bill-Ledger, and the Bjll-
Journal. The letters are then handed to a third clerk, who
copies off into a book all the payments, which are to be made
immediately in cash. This book is usually called the Draft-
Book, as the party receiving the money signs a draft for the
amount, which is as good as signing a receipt. If the pay-
ment is to be made to a banker, he 1eceives 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
1t, and clam the exact amount. The following 1s the foom
sent to a bankmg-house. The right-hand side is filled up by
the house to"whom it is sent, and the memorandum 1s paid
through the clearing.

London, December 1,18 . London, December 1,18 .

Messrs, Steady & Co. = Messrs. Hope, Rich & Co.
Recewe of [the country bank] = Pay E F. Esq. or bearer, the
per Messrs Hope, Ruwch & Co sum of one hundred pounds, on
the sum of £100. == account of [the country bank].
For Messrs. Steady & Co,
On account of [B. F. Esq.] £100. A Clerk

A fowth cleik now takes the letters, and enters all the
advices (that is, bills advised to be paid when due) in the
Advice-Book and m the Advice-Jomnal. The corresponding
clerk who answers the letters usually manages the stock
department. Hence he observes the orders to purchase or
sell stock, to procure powers of attorney, and other business
of that kind. When writing a reply to the letters received,
he notices 1f all the items in the letters are marked by the
proper clerks. If anything is wrong he is mformed of it.
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A
Bankers’ letters ave usually short and plain, comprismg only
two or three lmes. The following example includes all the
ordmary topics.

Messrs. Horr, Rior & Co. Bankers, London
Country Town, May 1,18

GesTrEMEN,—Enclosed we remit you sixteen balls, value 1,750! and
cash 2507 making together 2,000/ to our credit, and we subjom a hst
of payments and advices, to be made to our debit We wall thank you
to purchase 10,000/ new fours, m the name of James Wealthy, gentle-
man, of Stately House, near Prmce Town; and forward us a power of
attorney for sale, and divadends of 2007. Consols, now standmg m the
name of Susan Thrifty, spmster, of this place Please mfoam us of the
respectability of Messrs John Careful & Co of Southwailk—they bank
at Messrs Steady & Co Lombard Street The bill you sent us to
present here for payment has been pad, and we credit you 507 the
amount We herewith send you the signatuie of our relatrye, Mr John
Keen, who 18 gomg to London, and whose dvafts to the extent of 8,000
we wish you to honour to our debit On Mr Keen’s retwrn, which will

be m about a weel or ten days, he will bumg with him our paid notes

We are, Gentlemen,
Your obedient Servants,
KenN, Busy & Co
[reEPLY. ]
Messrs K, Busy, & Co Buankers, Country Town,

London, May 2,18 .
GENTLEMEN,—We have recerved your favour of yesterdays date,
enclosing sundres, value 2,000 , which we have passed to your credit,
and note your hists of payments and advices We also credit you
1,4767 16s 64 per Messrs Good & Co on account of John Green We
have mquned of Messrs Steady & Co as to the respectabihity of Mesmis
John Caieful & Co and are mformed they are hughly respectable We
now enclose a stock 1eceipt for Mr James Wealthy’s 10,000/ new fours,
10,0122 10s to your debit, and also Susan Thrifty’s power of attorney,
for which we debit you 17 1s 64 , also a dishonoured bill on Badluck,
noted 1000 1s. 6d to your debit amd your weekly cash account and
monthly account curient, which we trust will be found correct We
debut you 502 for the bull you had the goodness to present for us, and
we now enclose another on White, 120/ which we will thank you to get
accepted and retwan  We have openod a credat m favour of Mr, John
Keen, for 8,0007 and waill forward your paid notes by him as requested.

‘We are, Gentlemen, *
Yow obedient Servants,
Horx, Rioe & Co.

-
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*

Those London bankers who act as agents to banks, or to
other parties m the country, will have occasion for the follow-
mg books. The first seven are kept m the same manner as
the corresponding books m the Town Department. All the
entries in the Country-Ledger, as well as those i the Town-
Ledger, must first pass through the Waste and Day-Books.
The credit side of the Ledger 1s posted from the Bill-Journal
and the Day-Book. The debit side 13 posted from the
vouchers themselves, and, hike the debit side of the Town-
Ledger, will mark against the Paid-Day-Book and the
¢ Clearig-n-Book.”

. A Country-Ledger.

. Country-Bill-Register.

. Country-Discount-Register.

. Country-Bill-Ledger.

. Country-Discount-Ledger.

. Country-Bill-Jouinal,

. Country-Discount-Journal,

. Advice-Book.—In this book are entered an account of
bills advised to be paid on account of the Country Banks.
This book 18 kept ledger-wise, each bank having a separate
account.

9. Advice-Journal.—This book is similar to the Bill-
Journal, and it contams 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.
Bach party has an account open for im m this book, and
the amount of his credit is placed to this account. He 1s
debited for such cheques as he may diaw, 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 are drawn.
The entry meclydes the date when taken out, the name and
residence of the drawee, the 1egister-number, and the amount.
There are also two vacant columns, in one of which the clerk

00 -3 O OUH W b M
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who takes the bill for acceptance enters his initials when he
brings 1t back ; m the second column are entered the mitials
of another clerk to whom the hills when “brought in from
acceptance ” are delivered. Though this book is connected
with the country department, it 1s usually kept in the town
office.

12. Stock-Book—London bankers have usually powers of
attorney from thew correspondents in the country, authorzmg
them to receive dinidends on the Government funds. Al
these are entered m a book called the Stdck-Book. The
book is divided into several parts for the different kunds of
stock, as 3 per cent. Consols, 3 per cent. Reduced, &e. &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 motice any alteration
that may take place in the amount of the stock either by
sales or new purchases.

Every country bank keeps an account with a London
bank. The country banker receives from London a weekly
statement of s 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 anything which may not be immediately turned mto
Bank of England notes, the cash account does not exhibit a
statement of the undue bills which the country banker may
have remtted, 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 curient is entered the total amount of each re-
muttance, whether 1t conswists 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 1esident
in London. On the debit side of the account current 1s
placed the total amount of the “advices;” that is, of bills
advised to be paid, and also any “extra” payments of
« drafts” to persons m London. Then the account s balanced,
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and we have an easy check by which any error that may
have crept mto 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 NoTe-REGISTER, in which the denomination, number,
and date of the notes will be entered when prepared for
circulation. The total amount of notes, as soon as they
are recerved from the stamyp office, or at least as soon as they
are signed by the banker or manager, are entered to the
credit of “mnote account,” and are afterwards taken down
daly as part of the “ cash ” i 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 account for “ Notes
in Circulation,” and to credit this account for the notes on
hand every morning, and debut it for the notes on hand every
night. the balance will show the amount of notes in circula-
tion. There should also be a book for the “Register of
Cancelled Notes,” in order to keep an account of those notes
which, having become unfit for further use, have been can-
celled and destroyed. The notes when cancelled are placed
to the debit of the « Note Account.”

V.—The Branch Department.

In those banks that have bianches, the head-office keeps
an account with each branch, in the same way as a London
bapker keeps an account with a country bank. There 18
usually an additional “Bill-Register” for the bills payable
at branches. Each branch has 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 collec-
tion to agents, where the branch does not remit all its bills
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to the head-office, but direct to agents in other places in
owder to be collected. Every country banker has also
simiar Bill-Registers for « Bills payable i 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.

VI—The General-Ledger.

Into this Ledger, under the various accounts, will be
entered the totals of the corresponding headgs or accounts
specified in the Day-Book. The accounts in this Ledger
denote the vanous classes of operations, and the balances
show at all times the exact state of the bank. Every
Saturday mght the totals and balances of these accounts
should be taken off on a balance-sheet. When all the debits
are added togethe1, and all the credits are added together,
the two sides will agree ; that 1s, they will be of the same
amount. These balance-sheets may be printed and bound
together m a book, to be called  the General-Balance-Book.”
I cannot better explam the Greneral-Ledger than by giving
the form of the weekly balance-sheet, with the names of those
accounts which most banks have occasion to introduce. I
have diwstributed these accounts mto five classes :—1. Lodg-
ments. 2. Investments. 8. Expenditure. 4. Cash Account,
with Branches; and 5. Proprietors’ Accounts. Each bauk,
however, will open such accounts as are adapted to its
transactions. Whatever books the business may render
necessary will require to have corresponding acoounts The
General-Ledger contains the summaries of all the other
books. Thus, the account called ¢ Current-Accounts,” con-
tams the summary of the Current-Accouni-Ledger. The
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account called “Deposit-Receipts,” is a summary of the
Deposit-Recerpt-Book. The account called “Bulls discounted,”
is a summary of the Discount-Register and the Discount-
Journal. In this way every book 1n the office has a corre-
sponding 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 thewr affairs, and can tiace the
progress or dechne of different branches of their business.

Every branch of a Jomt-Stock Bank has a “ General-
Balance-Book,” and sends to the head-office every week a
balance-sheet of its affars as they stood on the previous
Saturday might. At the head-office these various balanee-
sheets are consolidated, and form a general statement of the
affairs of the whole bank. This statement comprises the
balance of the General-Ledger at the head-office, and that of
each branch. These statements are printed and bound toge-
ther beforehand, so as to form a book—it 1s called the State-
ment-Book, and is laid before the directors at their weekly
meetings. The balances of the Gteneral-Ledger are given m
the form on the opposite page (253), and those of the State-
ment-Book 1n the form at page 261.

It will be observed, that the accounts introduced into the
balance-sheet on p. 253 are such as would be necessary to a
London bank that had country agencies and branches, and
issued notes. No such bank exists. But I have itroduced
all these accounts that each bank may take those which are
adapted to its transactions. It will also be observed, that I
have kept the country busmess distinct from the town
business; so that the comparative extent of each may be
mmmediately percerved. I have mtroduced cash columns for
the AmMoUNTS as well as the BAvawcms, for although the
balances are sufficient to show the actual state of the bank,
yet the amounts are necessary to show the busmess that has
been done since the previous half-yearly balance.

1. The first class of accounts, under the head of Lope-
MENTS, ave all eredit accounts; that 1s, the balance is on the
credit side.
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THE, BANKING COMPANY. .
Amounts and Balances of the GENERAL-LEDGER on,
Amounts Dr |Balances Di Tatles of Accounts %ﬁ Balances Cr Amonnts Or

I LODGMENTS

TLondon Cuirent Accounts
nhy ditto

Bidls Deposlted an g‘oxndnn)
Ditto (from the Country)
(otes m Circul

Credits®n Agents
IT INVESTMDNTS

Bills Discounted (in London)
Ditto (hon'll)ghe Country)

Government S(:ock

TInterest Account

III EXPENDITURE
Bank Premises
Rent
Taxes
Salaries
Stationery

Incidental Expenses
Law Expenses

TV CasE ACCOUNT, $ITH
BRANCHES.
Branch A
Branch B

Branch C
Branch D

Fund for Bad Debts
General Account of Cash

'V PROPRIETORS’ ACCOUNTS
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CURRENT ACOOUNTS are those which are usually kept by
the London bankers, and are called by the Bank of England,
“Drawing Accounts.” DErosiT RECEIPTS are more perma-
nent lodgments, upon which the joint-stock banks allow
interest. The account “BiLLs DEPOSITED,” not being a
cash account, might be omitted without deranging the balance
of the General-Ledger. If introduced, its balance must be
placed on both sides the balance-sheet, or the totals will not
agree. The General-Ledger 18 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 comparing the total with the balance of “Bills Deposited
in the Gteneral-Ledger.” -

Some banks distribute thew bills deposited into several
accounts, as ““ Bills Deposited by Agents,” “Bills Deposited
by Branches,” ¢Bills Deposited by Private Parties,” &e. &e.
On the debit side of the General-Ledger these “bills de-
posited” are mixed with the bills discounted in different
accounts, according to the places where the bills are payable,
as “London Bills,” “Manchester Dills,” «Branch Dills,” &e.
Those deposited bills that are payable in the place where the
bank is established, are usually distingmshed from the dis-
counted bills; one account bemg called “Local Bills Dis-
counted,” and the other “TLocal Bills Deposited.”

Notrs v C1rcULATION.—When the notes arc made pay-
able at any other place beside the place of 1ssue, 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 be brought mto the account until they have
been returned for re-issue. I have classed this account under
the head of Lodgments, because 1t 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 1s
placed to the credit of this account. When the bill 1s due,
or the credit paid, 1t is placed to the debit of this account,
and to the credit of the agent’s cash account. The business
of some banks requires a subdivision of their credits, as
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« Credits on London Agents,” “ Credits on Bristol Agents,”
&ec. 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 branch on which they are drawn.

2. InvesTmeNTs=—The accounts belonging to this class are
all debit accounts; that is, the balance (if any) 1s always on
the debit side.

In the foregoing balance-sheet it is presumed that all the
bills are payable mn London, as the London bankers do not
discount hills payable elsewhere. The division into two
accounts is merely to show the comparative extent of the
town and the country business. The first account includes
the bills discounted for parties resident i London, and the
second meludes the bills discounted for parties resident m the
country. Where the bills are payable at different places,
they are referred, as I have already intimated, to different
accounts, as “Londen Bills,” < Bristol Bills,” “ Manchester
Bills,” &c. It is not usual, in these cases, to distinguish
between the bills discounted and the bills deposited, but to
place them together on the same account; for instance, the
account “London Bills” would include all bills payable in
London, whether discounted or deposited. If thought
proper, however, they may be easily divided mto separate
accounts, as “ London Bills Discounted,” and ¢ London Bills
Deposited.”

Pagr-pUE-BILLs.—When a discounted bill is not pad, it 1s
transferred to the debit of this account. “Bulls deposited ”
never pass mto this account, but if unpaid, are returned to
the parties by whom they were deposited.

‘When the bank purchases “Government Stock,” “ Exche-
quer Bills,” “India Bonds,” &c. the purchase money 1s
passed to the debit of an account raised for the purpose.
Upon re-sale the account is credited for the money recerved,
and the difference between the money invested and the money
received is passed, at the end of the year, to the debit or the
credit of profit and loss account

Loans.—This account is debited for the amount of any
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loan granted to -4 .customer, or to any other party, on secu-
rity. When a customer wants’a temporary advance, the
usual way, in London banks, 1s, not to let hm(oveldraw his
account, but to place to his credit the sum he may require,
and debit the loan account. The interest is charged upon
the full amount of the loan. When the Joan 18 repaid, this
account is credited.

3. ExpeNDITURE.—The accounts under this head require
little explanation. “Bank Premises” is debited for the
expense of altering, pamntmg, &c, the buldings and offices
connected with the bank. The other accounts are debited
for the different classes of expenditure as they occur. At
the end of the year these accounts are credited, and the
several amounts are placed to the debit of profit and loss
account.

4. Casm Account witE Bravomms.—The title of this
class of accounts is sufficiently explamatory. I will only
observe, that in some banks each branch keeps a distinct
cash account with every other branch, and with the several
agents of the bank with whom it may bave transactions.
But, in other banks, each branch passes all its transactions
through its cash account with the head-office. It debuts the
head-office for whatever 1t may remut to either a branch or an
agent, and it credits the head-office for whatever sums 1t may
receive from a branch or an agent.

5. ProprIETORY Accounts.—This class of accounts refers
to the internal operations of the bank.

Pam-vp Carrran.—If the capital has been paid up at
different times, this account may be divided into First
Instalment,” “Second Instalment,” “Third Instalment,” &e.

PreLiMINARY ExpPeNsEs. —Several jomt-stock banks have
passed. to an account of this sort the expense of forming the
company ; and these expepses are discharged out of the
profits, by equal portions, in the course of five or ten years,
This is considered a more equitable mode than to pay these
expenses out of the profits of the first two or three years.

Surprus Fuxp.—When the whole of the annual profits
are not divided among the partners or proprietors, the surplus
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is transferred to an account, called “Surplus Fund,” where it
-remains for the. purpose of being applied to meet any losses
or contingencies that may occur m after years.

ProriT AND Loss.—To the credut of this account is placed
all mterest and commission received ; and to the debit 1s
placed all interest pard. These entries are made at the time
the transactions occur. At the end of the year this account
is credited for all the profits that have been made durmg the
year upon Government Stock, Exchequer Bulls, &e., and 1s
debited with the several items of expenditure. The Profit
and Loss Account may be subdivided mto several accounts,
as “Interest Received on Bills Discounted,” « Commission
Received,” “Interest Paid on Deposit Receipts,” «Charge
for Agency,” &ec. &e. When 1t is not thus divided, a com-
plete abstract of the account should be made out at the end
of the year.

GENERAL AccoUNT oF CasmE.—The introduction of this
account makes the Gieneral-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 ciedit side. To the debit of this
account 18 passed, every day, the total amount of the credit
side of the Day-Book; and the account 15 eredited for the
amount of the dedit side of the Day-Book ; consequently, the
balance of this account will be always on the debit side, and
will be equal to the difference between the sum of all the
other debit balances, and the sum of the credit balances;
that 1g, it will show the amount of cash m the bank. The
General-Ledger 1s always kept on the progressive plan,* so
that the balance of any account can be seen upon mspeetion ;
and 1ts progress from any past period can be distinctly and
readily traced.

VIL—Periodical Balances.

DALy BALANCE~It i well known that bankers try then
balance at the close of thewr busmess every night, with a
view of corecting any errors that may have occurred dunng

* Bee page 240
VOL. L. 8
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the day. The process is very easy. If to the amount of the
Cash-Book last night, we add the amount of the cash
recerved to-day, and deduct the amount of the cash we have
paid, the remamder will be the amount of the Cash-Book to-
mght. If, on trial, we find this 15 not the case, there must
be some ewror. Suppose, for mstance, the Cash-Book last
night amounted to 100,000Z., and we have received 40,0007
and paid 50,0007 to-day, then will the Cash-Book to-mght
amount to 90,000/, The trial stands thus —

Cash-Book last mght . £100,000 | Paid-Day-Book . . £50,000
Recewved-Day-Book . 40,000 | Cash-Book to-might ., . 90,000
£‘1:L0,000 £140,000

The daily balance, therefore, is nothing more 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 avoiding
alterations) on a half-sheet of paper, called the tiial paper,
previous to those entries being made, and then the amounts
of these several books are stated separately, m the following
manner ,—

Dr. BANKING HOUSE. Cr
Amount of Cash-Book last Amount of Paid-Day-Book .
mght . . Dutto of Clearmg-mn-Book *
[Thas 18 usually called the Ditto of Balance* of the
Rest Clearmg
Ditto of Recerved- D'Ly- Do of Cash-Book tn—mght
Book . Drtto of Balance of Money-
Drtto of Bill-J ournul Book., . .
Drtto of Disconnt-Jounal , Dutto of Dlscouneren'lstel
[—— [—

~ The balance of the clearingt is always to the credit of the
house; for, if the clearing “takes out,” then the bank notes
* When a bank does not “clear” these items are of course oxtted.

1 For an account of the books m the clearmg depariment, sce the section on
London Bankexs
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paid away at the Clearing-house are entered in continuation
of the clearing-out; so“that, in this case, the balance 15
usually thrown a small sum on the other side. When the
clearmg 15 finally closed, the notes forming this balance are
entered in contmuation of the clearing-in, and subsequently
in the Cash-Book. The notes entered in the clearmg-out
are, of course, not entered 1 the Cash-Book.

‘WeprLy Bavawces—The daily balance checks the
Waste-Books, the Discount-Regster, the Journals, the Day-
Books, the Lists, and the Money-Books. If any exrors occur
in any of these books throughout the day the balance will be
wrong. But the daily balance does not check the Current-
Account-Ledger, though this is the most impoitant book of
all. The Ledger is therefore “marked off” every morning
against the Day-Book, the Bill-Journal, and the Clearmg-in-
Book: but this is not a sufficient check. Hence the balances
of all the accounts m 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 balance of « current accounts” m the General-
Ledger. This is usually done by the London bankers quar-
terly or half-yearly. When the Ledger is kept on the pro-
gressive plan, 1t may be done weekly without much trouble.
The * Current-Account-Balance-Book ” should be 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
mto double cash columns: one column for the balances of
the accounts when in cash, and the other for the balances
overdrawn. On this plan 1t will not be necessary to write
the names more than once in seven weeks.

In the same way the balances of the Discount-Ledger
should be taken off weekly in the “Discount-Balance-Book.”
The balances of the General-Ledger are also taken off weekly
m the “General-Balance-Book” in the way I have already
described.

Harr-Yearty Barance—The weekly balancing of the
Ledger does not preclude the necessity for a half-yemly

s 2
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balance. The usual days for balancing are the last days of
June and December. Some banks, however, balance on the
last Saturday m June and December, and others on the
30th of June and on Christmas-eve. On the balancing day
the followmng operations are passed thiough the books:—
1. The current accounts will be debited for any interest or
commission that may be due from the paity 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 ensuing half-year—3. The customers’
books must be balanced, and made to agree with the Current-
Account-Ledger.—4. The interest due upon the outstanding
deposit 1eceipts must be calculated, and the sums added
together.—5. The General-Ledger must be balanced, and at.
the December balance the amount standing to the debat of
the several classes of expenditure must be passed to the
credit of those accounts, and to the delit of profit and loss
account, and the several sums of profit that have been rcal-
ized upon Government stock, India bonds, &c. are transferred
to the credit of profit and loss account.

For each half-year a book must be provided to be called
the Half-Yearly-Balance-Book., This book will contam the
following entries .—

1. A balance-sheet showing the balances of the respective
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 out-
standing deposit receipts, and the interest due upon each.—
6. A Lt of all discounted bills current, i.e., bills not yet due.
—T. A Tt of all deposited bills current.—8 A hst of all
other securities, distingwishing 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-sheet of the General-Ledger,
(see page 253,) but differently arranged. They may be dis-
posed according to the following form :—
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Statement of the Affaw s of the Bunl, on,

Dr THE BANKING COMPANY ar

Dux o TI1E PUBLICON Duc 70 TR BANK
AccounTs ON Ovnmwuwn Ac-
Hem Oﬂice, Town.

e o et ™ Dito, Cotntuy
Branch A . Fnda
Banch B . . Dranch B
Branch Branch C

— X hﬂ Overdr: -y

‘Total Current Accounts 0 ver . Ao }

Derosit RECEIPTS

Tead Office .
Branch A

Branch B .
Branch ¢ . . ..

‘Total Deposit Receipts

Notes 1n Cueulation
Credts on Agents .

Total Lodgments

INTDREST ACCOUNT

Head Offico
Bianch A

Total
telest

FuNp

o1}

TOR BAD DrnTs

Head Office
Branch A
Branch B

Branch C

Total

Amount of‘}

Fund for Bad Debts

PATD-UP CAPITAL

SUNDRY ACCOUNTS

Profit

Forferted Shares .
der

urplus Fund o+

and Loss

Total Sundry Accounts

Total

BLLLs DISCOUNTED
Head Office, Town. .«

Ditto, Country
Branch'A .
Bianch B '

Total Amount of Bills
Discounted . }

TLoAxs

Mead Othce
Branch A
Buanch B
Bianch O
Total Amountof Loans

INVISTMINTS
Goveinment Stock
Lixchequer Bills
India Bong
Other Investments
Total Investments
Total available Assets ,

I:xm:nommn
ead Office

B\ anch A

Bianch B

Branch C .

Total Expenditure
P Asr-Dun-BILLs

Tead Office

Branch A

Branch B

Branch C

Tom Amount of Past- } ]

Summy Accoum‘s
Stamp Account
House Awmnt

Ditto Branch ¢
Total
GENI‘RAL ACCOUNT
T CASH
Head Oﬁ:loe
DBranch A . .

Bianch C
Branch €

‘Total Amount of Cash
Total
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The abstract of the profit and loss account may be made
out m the following form —

Abstract of Profit and Loss Account, from Jan 1, to Dec. 31,

Dr. Cr.

To Bank Premises . . By Interest on Bills dis-
Furniture . . counted .
Rent . .. . By Interest on Loans
Salames . . . . . By Commussion on Cui~
Stationery . . . . 1ent Accounts . .
Toadental Expenses . By Piofit on Exchequer

Bills, &e. .

Total Expenges . . .

Loss on bad Bills, &c

Balance m fayour of the
ank . .. .. L

At the end of the year the final balance of the profit and
loss account is transferred to other accounts according to the
purposes to which 1t is to be applied. If intended to be held
ay a “surplus fund,” 1t is transferred to that account. If
intended to be divided among the proprietors, it is trans-
ferred to a “dividend account,” which is raised 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 banking,
every joint-stock bank will require,

1. A SEAREHOLDERS-REGISTER.—In this book the names
of the shareholders are entered chronologically m the order
in which they become shareholders. The entry includes
the date, the name, residence, number of shares, and sum
paid.

2. TrANSFER-REGISTER.—In this book are entered the
transfer of shares from one proprictor to another. The entry
meludes date of transfer, from whom transferred, residence,
ledger-folio, to whom transferred, residence, purchase-money,
transfer stamp.
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If a proprietor in a jomt-stock bank wishes to dispose of hus
shares, he directs a stock-broker to sell them in the market.
After the sale the bioker gives notice to the directors of the
bank m the followmng form —

London, the day of 18
To the Durectors of Banking Company.

Gentlemen,
Please to prepare the necessary documents for transfer g
Shares, fiom the name of o
to of
the conssderation for whach
Shares 15 £
B oker,
of

The deed of transfer 15 then made out according to a
prmted form prepared by the bank. This agreement 1s
hiable to a stamp duty, varying accordmg to the amount of
the purchase-money. When shares are transferred for a
nomimnal consideration, say five or ten shillings, the stamp
duty 18 thirty shillmgs.

The following 1s the scale of stamp duties upon the transfer
of shares m jomt-stock banks:—

Consederation not exceeding

£ s d.
£25 . 026
50 .05 0
6] 076
100 010 0
125 012 6
150 015 0
175 017 6
200 100
225 126
250 .1 50
75 176
300 1100
350 115 0
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£ s d
£400 . 200
450 . 250
500 210 0
560 . 215 0
600 . .8300
Above £600 then for every £100 or fractional part . .. 10s

Thiansfers for Nominal Consideration. (55 Geo. IIT cap 184)  30s.

Most Joint-Stock Banks charge fees upon transfers. Some
chaige a fee of one shilling per share upon a transfer of five
shares or above, and two shillmgs and sixpence per share for
any number less than five shaies. Wheie there is no pecu-
niary consideration there is usually a fixed payment for each
transfer.

3. PropRIETORS-LEDGER—In this ledger cach proprietor
has an account open, i the same way as 1 a cash-ledger,
He is cedited for the number of shares; and an entry 1s
made of the different mstalments he may pay. When he
sells or transfers lus shares, he is debited the shaies, and they
are placed to the credit of the party who may have purchased
them. The entry mcludes the date, number of register, calls
and transfers, number of shares, and amount.

III. We shall now consider those Improvements of which
the above system is capable, so as to 1ender it more efficient
in large establishments.

As a bank increases 1ts business, it becomes of importance
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 proportionate number
of hands than a small one. It admuts of a more extensive
application of the principle of a division of labour. In a
small bank, one clerk may keep 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
employment. The effects of this separation of occupations 1s
the same 1n banks as in manufactories; and the description
of these effects given by Adam Smith will equally apply to
both cases.
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“The great mcrease in the quantity of work which, m consequence of
the division of labow, the same number of people are capable of per-
forming, 18 owing to thnee dufferent circumstances. first, to the merease
of dexterity m every pasticular workmen, secondly, to the saving of
time which 18 commonly lost m passmg from one species of work to
another, and lastly, to the mvention of a gieat number of machmes
which facilitate and abridge labour, and enable one man to do the work
of many

The merease of dexterity by constant practice is very
observable m the practice of “castmg up” A clerk who
is much accustomed to this operation will cast up a long
column of figures with singular quickness and accmacy. It
18 also very observable m “calling over.” Besides, owng
to the abbrewiations we have mentioned m p. 232, a clerk
m callmg over will speak so rapidly that an unpractised ear
will hardly be able to follow him. Mr. Babbage gives the
followmg instance of great dexterity acquired by practice :—

«TUpon an occasion when a large amount of bank notes was requred,
a cleik m the Bank of England signed Ius name, consisting of seven
letters, meludmg the mutial of his christian name, five thousand three
hundred times duwmg eleven woiking howms, and he also arranged the
notes he had signed m paxcels of fifty each ™

The loss of time m passing from one operation to another
is a8 obvious in mental processes as 1 those which are purely
mechameal.

“When the human hand or the human head has been for some time
occupied m any kind of work, 1t cannot mstantly change 1ts employment
with full effect The muscles of the lmbs employed have acquired a
flexibility durmg themr exertion, and those to be put mto acton a stiff-
ness dmung rest, which renders every change slow and unequal i the
commencement A smular result seems to take place m any change of
mental exeition, the attention bestowed on the new subject 15 not so
perfect at the first commencement as 1t becomes after some exercise.”t

The mvention of expedients for facilitating and abndging
labour 1s also as common m a bank as in a manufactory.

Mr. Francis has 1ecorded, m lus ¢ History of the Bank of
England,” a vamety of improvements introduced into that

* +The Beonomy of Machmery and Manufact: ’ by Charles Babb:
+ Ihud,
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establishment by Mr. William Rae Smee, a son of the chief
accountant,

He proposed an alteration in the cheque office, by which
he stated that the work which employed thiee prmeipals and
twenty-one clerks would be done more effectually by two
prmeipals and seven clerks. In the circulation department,
the posting which formerly took fifty now employs only eight
clerks. And the whole of that department, if now conducted
upon the old system, would probably require nearly eighty
additional assistants. In the National Debt Office Mr. Smee
introduced such measures that ¢the directors were enabled
so far to consult the accommodation of the public as to
enable the transfers in the various offices to be made eight or
nme days later than usual, the business which formerly occu-
pred about thity-two days bemg accomplshed in about
twenty-three.” *

Similar improvements have been introduced mto commer.
¢ial book-keeping.

“The old method of journahzmng and posting each transaction sepa~
1ately unnecessarly swells the accounts m the ledger with a multi-
pheity of figures, which greatly meieases the difficulty of balancing,
and, to say nothing of extra labour and loss of time, the liability to error
15 always m proportion o the number of entries, and wvice versé  If a
hundred sums are posted when one would answer, then a hundred
chances of error are mcurred where only one was necessary , and m the
event of an exror i adjusting the accounts, a hundred entries must be
called over and examined mstead of one *t

The expedients mtroduced to improve any system of book-
keeping have for their object either the saving of time directly
by abbreviatmg the entues, or to save time indirectly by new
modes of preventmng or detectmg errors. And 1t may be
observed, that a mimute alteration, hardly worthy of bemng
adopted in a small bank, where 1t would save but a few
minutes a day, may be very properly adopted m a large
establishment, where the time saved would be m proportion
to the greater extent of business. Sometmmes an entry may

* ‘History of the Bank of England 1ty Times and Tiaditions,’ by John
Thancis, vol n p 141

t *Doubly Entry Elucidated,’ by B. ' Foster, p 18
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be shortened by omitting some of the particulars. Thus,
where we have been accustomed to enter with every bill—the
name of the last mdorser—the drawer and lus residence—the
accepter and lus residence—the date, term when due, and
the amount—we may properly perhaps omit some of these
items. Or where we have 1epeated the same entry in seveial
bouks, we may enter it 1 fewer books—or perhaps make the
individual entries m only ome book, and enter the total
amount in the otheis,—or, at other times, the whole form of
a book may be changed, and we may by a new arangement
obtamn the same results more clearly and in less time.
Almost every bank will occasionally make some alteration
of this kind as its business may require. And even each
accountant has usually some little expecients of his own
for facilitatmg his daily operations. We will notice a few of
those amendments that have been adopted with the view of
saving tune and labour m some of our banking establishments.

Some large banks have adopted the “horzontal system of
book-keepmg,” which 15 1n some 1espects an 1mpiovement on
the system described in the former editions of this work.
The chief difference is in the mode of ruling the Received
and the Paid-Waste-Books.

The Recerved-Waste-Book, instead of bemg ruled as de-
seribed m p. 237, 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, mstead of bemg placed under one
another, as in the former system, will be placed separately m
the first three columns, and the total in the fourth column.
Thus, if a sum of 5481 10s. 7d. be received from Mr. Smith,
and this sum consists of 8/. 10s. 7d m com or money, 100
in a Bank of England note, and 4407 in & cheque on Jones,
Loyd, & Co, the entry will stand thus:—

Money thf Sundries . Name Total
£ls|d| £ ‘ d [ Smith € s |d
811047 100 4&0 I Q 0 | Jones, Loyd & Co | 548 {10{ 7
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Thus it is seen that the first column is for money, the
second column for bank notes, and the third column for
“gundries;” that is, for all other articles; and these three
columns aie added together ¢ horizontally,” and the total
brought out mto the fourth cash column at the right hand.
It will be observed, that the cashier has to add the 1tems
together, not longways, but crossways—not longitudinally,
but “horizontally.” After a little practice one way is just us
casy as the other. .

Some cashiers prefer having two columns only at the left
hand, and two at the right hand, with the space between the
second and thiid column, as the numbers 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 1s not a
matter of much consequence.

Now, 1f you “ cast up” the first left-hand column, you will
have at the close of the day the total amount of money, ¢ e.
com, recerved 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 «sundres.” And
the amount of these three columns together will be equal to
the fomth column, containmg 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 hus book 11ght as he goes on. Whereas,
in the former system, any error i 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 Recerved-
‘Waste-Book as having only four cash columns, and these are
perhaps enough for a small bank. But large establishments

,have sometimes seven or eight, perchance m the following
order:—1. Money, ¢.e. com. 2. Bank notes. 3. Parcels of
bank notes, called sundues. 4. Couniry notes. 5. Cheques
on clearmg bankers. 6. Cheques on bankers who do not
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clear. 7. Cheques on our own bank. —— a space. 8. The
total amount of the ciedit.

The Horzontal-Paid-Waste-Book is ruled with three cash
columns. One to the left for the amount of the cheque paid;
then an open space for the name, then a column for the
bank notes, and another for the money, . e. com. The
London bankeis do not pay away any bills or country notes
m exchange for cheques, but only Bank of England notes
and coin. The entry stands thus.—

A it of N 0l Bank

Gegue No'of Bank Note | Notes | Money

£ |s |d £ £ s |d
0148 White 1478. 100 1418

The amount of the columns containing the bank notes and
the money will of cowmse be equal to the column contammng
the amount of the cheques ~And thus this Paid-Waste-Book
contams a cheque upon 1itself.

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 column for the
country notes; thus:—

N Bank
Town Comntry || Guntry Name Notes|  Boney
a

This prevents the necessity for having both a Town and a
Country Paid-Waste-Book, while the two departments are
still kept distmet.  The country notes are also separated, and
can be checked by themselves When all are added together,
the total of the thice columns at the left must be equal m
amount to the total of the two columns at the right hand.
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The articles paid must be equal to the bank notes and money
which were 1ssued m payment.

We shall now point out some of the advantages of the
horizontal system of keepmg the Waste-Books.

Fust As all the recempts and payments of money, 4. e.
coin, are entered ndividually in the Received and Paid-
‘Waste-Books, and the amounts added together, 1t will not be
necessary that these sums be copled individually mto the
Money-Book. The total amount only of each column is
entered in the Money-Book at the close of the day’s busmness,
and the Money-Book is balanced. Thus, all the time em-
ployed 1n maling the entries individually in the Money-Book
18 saved.

Secondly. As all the creduts to current accounts are added
together in the Received-Waste-Book, 1t 1s not necessary they
should be entered mdividually in the Day-Book. They can
be mdividually 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 1s another saving of
time and labour.

Thirdly, Every Waste-Book, as we have already inti-
mated, is a check upon itself. We have spoken of a Re-
ceived-Waste-Book, and a Paid-Waste-Book, as though a
bank had but one—and m 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 department, and another Recerved-Waste-Book and
Paid-Waste-Boolk for the country department, with a Supple-
mentary-Received-Waste-Book, and a Supplementary-Paid-
Waste-Book, and a Money-Book besides. Now, it 1s a great
advantage to have the means of keepmg all these books free
from ervors durmg the day, and to know at mght that they
are all correct. If the “Balance” be wrong, the field of m-
quiry is thus very much limited, and the time that would
otherwise be employed m checkmg the Waste-Books is de-
voted to the examination 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.
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Take, for example, the column of bank notes If we add to
the amount of bank notes on hand last might the amount
received to-day, and deduct the amount paid away, the re-
mainder should be the amount on hand to-night. When this
15 the case the bank notes are 1ight. In the same way we
may check the money columns, the clearing columns, &e.
Thus, when the trial balance 1s wiong, we can check these
items separately, and thus more readily chscover the error.
Without this expedient we should have to “mark off” the
whole busimess of the day.

It will be observed that the above Waste-Books 1efer only
to receipts and payments on current accounts. All other
receipts and payments are entered m a Supplementay-
Receipt-Book, and a Supplementary-Paid-Book. These books
ale ruled m the same way as the other Waste-Books, and
they embody entries in connexion with deposit receipts,
received or paid, ciedits or debits to interest accounts, debits
to salaries, taxes, incidental accounts, &c. &c. All these
1tems are then entered in the Day-Book, fiom whence they
are posted mto the Gteneral-Ledger. A book 1s also provided,
usually called a Transfer-Book, in which are entered all the
cheques on the bank paid m by other customers, as these
merely cause a transgfer of the amount from one customer to
another.

Books which are designed chiefly as registries or summanries
should be kept on the horizontal system. Thus, a London
bank which keeps an account with the Bank of England, will
have to lodge to 1ts credit mnotes, gold, slver, post-bills,
cheques, dividend warrants, &c.

To keep a registry of this, a book may be opened hor-
zontally—the first column at the left hand being the date,
and then these words bemg entered over separate columus,
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 each day—and then the daily balance. If
this book be made of such a size as to contam about thirty
lmes, then each page will contain the tiansactions of a month,
And, by addmg up the columns, the figures at the bottom of
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the page will show the separate amounts of notes, gold, silver,
&e. pard into the Bank of England in the course of a month.
By comparing the different poges, it will be seen on what
months the largest, or the smallest sums are paid into the
bank.

In constructing Tables it is also best to follow the hori-
zontal system. Thus, to keep a record of the weekly retuins
of the Bank of England, 1t 1s best to arrange the items mto
columns, with the headmg at the top of each column—the
first column containing the dates of the several returns. It
will then be easy to trace the fluctuations in any one item ;
such, for instance, as the “Public Deposits,” “the Private
Deposits,” “the Rest,” &c. &¢  Some of the Returns pub-
hished 1 the Appendix to the Parhamentary Evidence of
1847, have been arranged on this prmciple.

‘We will now notice some further improvements that have
sometimes been adopted by large banks m their system of
book-keepmng. The great object of all these improvements 1s,
as we have already mentioned, either to save time dwrectly,
in making the entries, or indirectly, by preventing or dis-
covering errors. These are-—

1. The abolition of the Discount-Register. Here the bills
are entered at once m the Discount-Ledger, under the names
of the respective parties for whom they are discounted ; and
the total amount of mlls discounted each day is entered
the Day-Book from the Interest-Book, which contains the
calculations of discount. The only objectidn to this plan is,”
that the space in the Discount-Ledger does not admit of so
full & description of the bill as is usually given m the Dis-
count-Register. The Bill-Register 1s also abolished 1 the
same way.

2. The adoption of a Check-Ledger facilitates the discovery
of errors, and thus diminishes the time employed in searchmg
for them. Though this book 1s called a Check-Ledger, 1t is
not kept ledger-wise. It 13 ruled with a cash column on each
side the page. In the column opposite your left hand you
enter, from the cheques themselves, all the cheques pad
durmg the day  In the mght-hand column you enter, from
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the Recerved-Waste-Books all the credits of the day. When
you add up these two columns, they will of course agree with
the amounts of the Paid-Waste-Book and the Received-Waste-
Book. Thus the accuiacy of the Check-Ledger 1s msured.
Now, where the balances of the Carrent-Account-Ledger are
checked every 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 entered m the Check-Ledger durmg the weck, and
deduct the total debits entered m the Check-Ledger durmg
the week, the remainder will show the total amount of the
balances of the Current-Account-Ledger for the present weel.
Each Current-Account-Ledger will have a Check-Ledger, and
thus each Ledger will be checked separately, so that when
the total balance 15 wrong, it will at once be seen 1n which
Ledger the error has occurred.
Time 15 sometimes lost by a clerk taking up the wrong
book—opening it, putting 1t down, and then taking up the
. 11ght one. A cashier, for instance, will sometimes take up
the Paid-Waste-Book instead of the Received-Waste-Book.
To prevent this, the two books may have covers of different
colours—one whate, the other green. Time may be lost by
two clerks wanting the same book at the same time. The
ledger-keeper may want to post from the Received-Waste-
Book when the cashier is using 1t. To prevent this, there
may be two sets of Waste-Books—one for Mondays, Wednes-
days, and Fridays, and the other for Tuesdays, Thursdays, and
Saturdays; and, to prevent mistakes, the names of the days
should be written 1 large letters on the covers of the books.

IV. We will now make a comparison between the system
of Book-keeping practised by Merchants, and that practised by
Bankers

The merchants have their Waste-Book, Journal, Ledger.
The bankers have their Waste-Bools, Day-Book, Ledger.

In both cases the Waste-Book 1s the book 1n which trans-
actions are first entered But this book is capable of sub-
division - 1t contains a record of various transactions, some of

VOL. L. T
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which may be entered in separate books. Bankers have their
Recerved, Paid, and Supplementary Waste-Books; also themr
Deposit-Receipt-Book, Discount Registers, and other books
subsidiary to the Waste-Book. So merchants have thew
Waste-Books subdivided into various books, accordmg to the
nature cf the transactions. There is the Invoice-Book, con-
taming an account of all goods purchased, the Sales-Book,
contamnimg an account of all goods sold, a book for “Dills
Recervable,” contaming a list of all bills in the merchant’s
hands, which when due he will receive; another for bills
payable, contamning a list of all bills he has accepted, and
which when due he will have to pay; a Cash-Book, con-
tammg an account of all cash he receives or pays away ; and
several others, varymmg accordmg to the character and extent
of the busmmess. Now all these subdivisions of the merchant’s
Waste-Book resemble those of the banker’s in two things —
first, they are all kept chronologically—they contain arecord of
the transactions m the order of time m which they occurred :
and, secondly, all the tiansactions thus recoided must after-
wards, upon the system of double entry, pass, either mdi-
vidually or in totals, through the book which merchants call
a Journal, and bankers call a Day-Book.

The words “Journal” and “Day-Book” have the same
meanmg , and in this mstance the use of the two books 1s
similar, But in the merchant’s Journal mdividual trans-
actions may be entered, while m the bapker’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 m the Day-Book,
but not the individual items Another difference 1s, that
over each entry m the merchant’s Journal you state to what
account it 1s 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 1s denoted by Dr. being placed before
the name of the account to be debited. Thus, if a merchant
buys some goods for ready money, the Journal entry 1s
preceded by—

@Qoods Dr. to Cash ;
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mplying that the account “ Goods™ is to be debited, and the
account “Cash” to he credited. On the other hand, if he
sells goods for ready money, the transaction will be journalized

thus .—
Cash Dr. to Goods.

If he sells goods upon credit to John Brown, it will be—
Jokn Brown Dr to Gloods.

If he sells goods for a bill of exchange, 1t will be—
Bills receivable Dr. to Goods.

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. to Goods.

The entries in the banker’s Day-Book are made daily, but
the entries in the merchant’s Journal are generally made
once a month.

Tee Leparr.—We have stated that in the merchant’s
Ledger every entry is made twice—one account being debited,
and another credited—and these two accounts are indicated
in the Journal. This is what 1s called book-keepmg by
double entry. If it be asked, whether bankers keep themr
books by double entry P—the answer 15, that thoso banlkers
who have no General-Ledger (and this is the case with not a
few of the private bankers) do not keep their books by
double entry. The Current-Account-Ledger 1s not kept by
double entry. It contains none but personal accounts, and
1ts accuracy is tested only by the periodical balancings. The
banker's Ledger, that corresponds in this respect with the
merchant’s Ledger, is not the Current-Account Ledger, but
the Geneial-Ledger. This is kept by double entry. In a
ledger kept by double entry, the sum of all the debut
balances will be equal 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 1 the case
T 2
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with the banker’s General-Ledger But, as the transactions
are not posted mdividually, 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 prnciple of mercantile book-keeping, would stand
thus :—
Bills Discounted Dr. to Current Accounts.

But the bill discounted is placed to the debit of the account
of «Bills Discounted,” m a total of all the bills discounted
on that day. And the amount is placed to the credit of
Cuirent Accounts, in the total of all the sums 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 were posted mdividually.

So, agam, 1f a country banker should discount a Tull,
and the customer ask for a draft on his agent m London,
the Journal entry, on the commercial system, would stand
thus .-—

Bills Discounted Dr. to Drafts on Londan.

It would go to the debit of “Buills Discounted,” mn the total
of all the bills discounted that day, and it would go to the
credit of “Drafts on London,” m the total of all the drafts
on London issued on that day.

The accounts in a merchant’s Ledger are usually classified
mto Personal Accounts, Real Accounts, and Profit and Loss
Accounts. The Personal Accounts are the accounts of
persons who may owe the merchant money, or to whom he
may owe money. The Real Accounts are accounts denotmg
property, such as cash, ills receivable, lls payable, mer-
chandize, ship adventure, &c. The Profit and Loss Accounts *
ale rent, commissions, expenses, 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 Accounts,
as these are all kept m the Current-Account-Ledger. The
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usual accounts are those I have enumerated mn page 253, and
are all erther Real Accounts or Profit and Loss Accounts.

It would be quite possible (but not desirable) to mtroduce
all the Personal Accounts mto the banker’s Geeneral-Ledger,
and thus to form the Curent-Account-Ledger and the Gene-
ral-Ledger mto one, and keep the whole by double entry.
In this case we should omit the totals of Current Accounts,
pow mtroduced into the Gieneral-Ledger, and msert every
transaction individually. If John Brown drew a cheque on
the bank, the Journal entry would stand thus:—

John Brown Dr. to Cash.

And 1f he paid m money to his credit, the Journal entry
would stand thus .—

Cash Dr. to John Brown.

All the entries passed to the Dr. and Cr. of these Personal
Accounts would of comse pass to the Cr. and Dr. of Cash.
Indeed, all the entries 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 272 (for there are
various kmds of Check-Ledgers), the Current Accounts are
virtually kept by double entry, and we have the additional
advantage that, when there are moie than one Ledger, we
are enabled to check each Ledger separately.

To accountants in banks where a General-Ledger 1s not
kept, 1t appears strange that «Cash” should be eredited for
money which is paid away, and debited for money which is
received. But this strangeness will vamsh, if for the word
“Cash” they would fix m therr mmd the woid «Casluer.”
If they had an account with a cashiel, they would of course
debit him, as they do thewr banker, for all moneys they paid
mto his hands, and credit him for all moneys they drew out.
And the difference between the amounts of these debits and
credits would be the balance either in then favour, or against
them,
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In thus comparing the commercial and the banking sys-
tems of book-keepmg, I have hitherto supposed that all
merchants keep their books by double entry. DBut this 1s not
always the case with the smaller houses. And then thew
system more nearly resembles the system of those bankers
who do not keep a General-Ledger.

“In keeping -books by smgle entry, the Daily-Books are
kept in the same manner as m double entry, with the ex-
ception of a column of reference to the Ledger in each boolk,
which takes the place of a column of reference m the
Journal—this book being dispensed with. The entues are
posted directly from the Daily-Books into the Ledger. In
the Ledger, by single entry, stuctly speakmg, there ought to
be only one kind of accounts; namely, Personal Accounts,
including all persons to whom a merchant becomes indebted,
and all persons who become indebted to him.”*

It will be seen from this account, that, in mercantile book~
keeping by smgle entry, the merchant’s Ledger resembles
the Current-Account-Ledger of the banker. In smgle entry
the'merchant dispenses altogether with his Journal ; but the
banker usually retams his Day-Book, even when he does not
keep a General-Ledger. DBut, in this case, the Day-Book
contains only the debits and credits, individually, of the Cur-
rent Accounts, which are posted afterwards mto the Current-
Account-Ledger. In the horizontal system, as we have
stated, the debits and credits of the current accounts are not
entered individually m the Day-Book, but the total amounts
are taken from the Paid and Received Waste-Books.

* Wallace's * Pocket Gude to Commercial Book-Keeping >
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SECTION XIII.
BANKING CALCULATIONS.

WaEN a bill is discounted, the party is credited for the
full amount, and debited for the interest. The interest is
calculated from the day on which the bill 1s discounted to the
time it falls due. The shortest way 1s to make use of an
interest book ; but if 1t be done with the pen, the following
rule may be useful. Multiply the amount of the bill 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 figmes to the right for decimals. Tlus
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 mterest of any sum at a different rate per cent. may be
found m the same way, 1f you multiply the principal by twice
the rate of interest, and strike off five figures for decimals
mstead of four.

Ezample —1t 15 required to find the interest of 5001, for
nmety days at 5 and 3% per cent.

£ £
500 prncipal 500 pumerpal.
90 number of days 7 twice the rate of mterest
1-3rd 45000 3500
1-10th 15000 90 number of days
1-10th 1500 —
150 1-31d 315000
1-10th 105000
6 1650 1-10th 10500
20 1050
3 3000 4 3155—0
12 20
86000 G+31000
12

Answer~6l, 3s 8d at 5 per cent —_—
» 41 6s 8d at 3} per cent 3472000

It must bo observed, however, that this method of caleula~
tron 18 not exactly coircet; 4t produces nearly a farthing too
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much on every 107 of interest. In calculating large sums
therefore, the amount of these farthings must be 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 mn the usual way. This rule is best
explammed by an example.

Suppose you have to divide 2500 by 40. Now if 40 be
subtracted from 100, there will 1emain 60. The proportion
which 60 bears to 40 1s 13, If then you add to the dividend
1% times itself, and divide by 100, you have the quotient
required . thus—

2500
2500
1250

62 50  Answer, 623

Now then, to find the interest upon any sum for one day,
you may divide by 7,300, or, striking off the ciphers, by 73;
The number required to make up 100 is 27. What 1s the
proportion between 27 and 73? If you take the third of
73, 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 1001}y, which divided by 100 will give 1y iy
As the proportion 18 not exact, the interest given by the
above rule will always be 1¥ggth part too much, which 1s
about a farthing in every 10! mterest

In taking the interest for any number of months, it will be
useful to remember that the interest of 17 for one month at
5 per cent. is 1d. Thus the mterest of 1007 for two months
18 twice a hundred pence, or 16s. 8d. The interest upon
shillings and pence 1s never taken into the account. If the
fraction is more than 10s. it is regarded as 17.; and if 1t be
less, 1t is not noticed.

The mterest for any number of months, at any rate per
cent., may be found by multiplymg the number of months by
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the rate of mterest with this sum divide 1,200. By this
quotient divide the piincipal, and you have the interest
required.

Hzample —What 1s the interest of 10,0007 at 4 per cent.
for thiee months? 4 multiphied by 8 gives 12—divide 1,200
by 12, and you have 100; then divide 10,000 by 100, and
you have 1007, the interest required.

To find the mterest of any sum of money at 6 per cent. for
any number of months.*

Rule—Multiply the number of pounds by the number of
months, cut off the unit figure, and the remainder 1s the
answer in shillings. The umt figure multiphed by 1% will
give the pence.

Ezample—What 18 the interest of 13,4767, 10s. 8d. for 6
months at 6 per cent per annum ?

£ s d
18476 10 8
6

20) 80859 4 0
404-5 10
Having obtamed the mterest of any sum at 6 per cent,

1t is easy to find the interest at 1%, 2, 8, or 4 per cent. by
taking %, %, &, or % 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.
Fzample—What is the interest of 277, 10s. for one year at

3 per cent ?

£ 5
27 10
6 double the interest
85 0
12

60 Answer, 165 6d.

* Tlus and the subsequent 1ules may be {ound illustrated m Crossley’s * Inlel-
lectual Caleulator,” n Fryer’s ¢ Mental Aithmetie,” and m smmlar woiks,
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To find the mterest 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.

FEzample—What 18 the interest of 120L. at 5 per cent. for
8 months ?

8
120 pence = 10
8 number of months

£4~ 6_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 umt 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.

Fwample —What 18 the interest of 1207 for 21 days at §
per cent. ?

£

120 Or, 21 days
7=} of 21 days 40 = 4 of the pounds
12) 84,0 12)84,0
7 shillings  Answer 7 shillings  dnswer

There 18 often a difference in the amount of mterest
according to the method of calculation, either by months or
by days. A month from the 10th of February to the 10th of
Maxch, is only 28 days, but from the 10th of March 1o the
10th of April, a month 18 31 days. The half year fiom the
1st of January to the 30th of June, is 181 days; but from
the 1st of July to the 31st of December, the half year is 184
days The interest of 10,000L for six months is 2507 - for
181 days 1t 1s only 2477 18s. 11d.; for 184 days 1t 1s
2521, 1s. 14 Mr Reader has published a series of Time
Tables, showing the number of days from every day m the
year to any other day m the year.

Interest tables, calculated at any rate of mteiest, may
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occasionally be employed to ascertam the interest on any
sum at a different rate. This is done by taking that propor-
tion of the prmeipal, or of the time, which the given rate of
interest beais to the rate of the interest tables. For example,
if 1t be necessary to ascertain the-discount on a bull of 1007
for 50 days at 4 per cent., and you have interest tables
calculated at 5 per cent.; you may take erther four-fifths of
the time or four-fifths of the amount. For, the interest of 1007,
for 40 days, or the mterest of 80Z for 50 days, at 5 per cent,
15 equal to the mterest of 100/ for 50 days at 4 per cent.

When a bill is discounted, bankers charge interest on the
full amount of the bill, and take it at the time. Thus, 1f a
bill be discounted at 5 per cent, they will obtam moie than
5 per cent. on the money actually advanced. This is allowed
by law, and is not hable to be set aside on the ground of
usury. Should 1t be necessary in other cases to allow dis-
count or rebate, the mode of calculating 1t would be thus :—

Bzample—What is the rebate at 5 per cent. on a sum o
be recerved a year hence ? Then, as 105 is to 100, so 1s 100
to the sum required.

105 - 100 100 Answer, 951 4s. 9§4d
100

105) 10,000 (95
945

350
525

25
20

105 ) 500 ( 4
420

80
12

105 ) 960 ( 9y
915

15

‘When you have to find the interest of a large sam for one
day, you may strike off two figures from the right hand, and
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take the mterest of the remamder for 100 days. Thus, 1t
you have to find the interest of 4,786,3477 for one day, take
the mterest of 47,8630 for 100 days, then take the mterest of
470 for one day, and add the two sums together. The
mterest of 12. for 100 days is the same as the interest of 1000
for one day. It may be given as a gemeral rule, that a
different time and sum may be employed provided they
yield the same product when multiplied together —Thus, the
mterest of 10,000. for one day is the same as the mterest of
10001 for 10 days.

Bankers differ in their mode of calculating the interest
upon current accounts. Some have an Interest-Ledger, or
cash columns ruled m the Curient-Account-Ledger, in which
they state the interest upon every mdividual item mn the
account. Thus, for instance, the general balance takes place
the 30th of June, and the 31st of December. If a sum of
money is paid in on the 1st of May, the mterest is calculated
on that amount from the 1st of May to the 30th of June, and
18 then caried to the eredit of the party’s interest account.
On the other hand, if a cheque be drawn on the 1st of May,
the interest 1s calculated and carried to the debit of the
mteiest account. On the 30th of June, the interest account
1s balanced, and the balance is carried to the debit or credit
of the paity’s current account. Other bankers take off the
balance of the current account mto a separate book (or have
columns ruled m tho 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 mterest of

. the total for one day. To take the iterest for one day is a
very easy operation. The interest of any sum for one year
at b per cent 1s one-twentieth part of the principal, and the
mterest for one day 1s the 365th pait of the mterest for a
year. Now, 365 multiplied by 20 gives 7,300. You have
then only to dinde any sum by 7,300, and you have the
mterest of that sum for one day at 5 per cent. per annum.
The mterest of any sum for one day at any other rate than 5
per cent may be found by multiplymg the prmeipal by twice

* See page 240
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the rate of interest, and dividing the product by 73,000. But
the best way 1s to make use of Gilmer’s Interest Tables,
published by Smms and MIntyre, of Belfast Smnilar Tables
have also been published by Mr. Coulthart, manager of the
Ashton-under-Lyne Jomt-Stock Bank.

Banks who compound for the stamp duty on their notes
and twenty-one day bills on London calculate the sum to be
paad by ascertaming the amount m actual circulation every
Saturday mght. The amounts for all the Saturdays m the
balf-year bemg added together, and divided by 26, the
number of weeks, the quotient shows the average amount in
circulation durmng that period, and the duty paid 1s at the
rate of 3s. 6d. per cent. upon tlis average amount. This 1s
at the rate of 7s. per cent. upon the average annual amount

To ascertamn what denomination of notes remams the
longest m circulation, let the lotal average circulation for
any given period be represented by the number 1,000; and
let the amount of each particular denommation be represented
by a proportionate part of 1,000. Then let the total amount
of notes paid during the same period be represented by 1,000,
and the amount of each denommation of notes be proportion-
ally ascertamed, then place these two series of numbers m
Juxtaposition, and 1t will immediately be seen what deno-
mination of notes remain out the longest. For instance, if
the average amount of a banker’s circulation consist of
20,0001 in 51, notes ; 15,0007 n 102 notes; 10,0007 in 207.
notes; and 5,0007. in 504 mnotes, then the proportionate
numbers will stand thus .—

Total Circulation £5 £10 £20 £50
1,000 400 300 200 100

Then, 1f during the same period the amount of notes paid
of different denominations have been—15,0002. in 52 notes;
15,000% in 10Z notes; 12,0007 m 207 notes; and 8,000L m
501 notes, the proportional numbers will stand thus :—

Total Paud £5 210 £20 £50
1,000 300 300 240 160

By placing these numbers under the preceding onmes, it
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will be perceived that the amount of 5. notes paid is less
than the proportional amount in circulation; and, conse-
quently, notes of this denommation remain out the longest;
the 107. notes remain out a less time ; the 207 a still shorter
term; and the 507 notes the shortest term of all.

To ascertan how long a banker’s notes remain out, take
the average amount in circulation for any given period, say
three months; ascertamn the amount of notes paid durmng
that period. If the amount paid during the three months is
twice the average amount i circulation, then the notes have
remained out six weeks. If the amount paid is three times
the amount m circulation, then the notes have remamed out
one month. The term which any particular denommation
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 commuissions for 1 per cent. divide by 100;
for & per cent. by 200; for } per cent. by 400 ; for § per
cent. by 800.

In calculating the dividends on stock, if 1t 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 g84ths of the principal. Hence, add to the principal one-
half of 1tself, and divide by 100.

» If the stock be 8% per cent. add to the prmcipal one-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 principal one-half
and one-eighth of itself, divide by 100, and you have the half-
yearly dividend. N

Eaamples—What is the half-yearly dividend on 18,4761
10s. 8d. 3per cents., 8} per cents., 84 per cents., and 4 per
cents ? :

3 PER CENTS 8} POR OENTS 3} PER ODNTS 4 PER OBNTS
£ s d £ s d £ s d £ s d
18476 10 8 13476 10 8 13476 10 8 13476 10 8
6738 5 4 6738 5 4 6738 5 4 2
T 1684 11 4 8369 2 8 e e
20214 16 0 U ——e 26953 1 4
20 21899 7 4 23583 18 8

—_— 20 20 —

296 —_— _ 1001

12 19 87 1678 12

—_— 12 12 ——

1152 — — 736

1048 944
£ sd

Answer —8 per cont 202 211
” 3% per cent 218 19 10
) 3% per cent 235 16 9
» 4 per cent 269 10 7

In making calculations respecting the purchase or sale of
stock, multiply the amount of stock by the price, and divide
by 100. Stockbrokers have seldom any occaston to make
these calculations, as there are books published expressly for
their use.
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‘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 3%, re-
spectively. Take the umt 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 wwt, and one
penny for the shillings and pence.*

Erample 1.—What is the half-yearly dividend on 13,4767
10. 84. mn the 3 per cents. ?

£ s 4
13476 10 8
3 Multiply by 3
20 ) 40429 12 0
£202 2”“9 Add 24 as above, 2021 2z 11d

Exomple 2 —What 1s the half-yearly dividend on 13,4761
10s. 84. m the 8} per cents. ?
B

£ & d
18476 10 8
3

40429 12 0

3369 2 8

20 ) 43798 14 8
£218 19 8  Add 2d asabove. 218! 19s 104

In passing through the books a purchase of Annmities,
debit the account of Annuities for the purchase money.
Then calculate how much per annum the annuity will yield
upon the capital mvested, recollectmg 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
m July or January, debit Annwity account 4 per cent.
interest on the purchase money, and credit the same account
the amount of the annuity received. The fiist entry will be

* Tables founded on this rule have been printed by Mr J. Stexland, of Margate

VOL. 1. U
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passed to the credit of Profit and Loss account. The second
entry will be passed to the debit of Cash Account, as a return
of capital. The balance of the Annuity account after each
entry 18 made, will show the amount of capital that then
remains invested in Annwties.

The stock-brokers charge one-eighth commission on all
puwchases and sales of stock, one shillng per cent. on
Exchequer Bills and India Bonds. The charges are made
on the amount of stock, not on the amount of money in-
vested. Inthe purchases or sales of shares in public com-
pamies the usual charge 1s 5s. per share. In continuation
accounts; that is, where a party buys stock for money, and
sells 1t for time, the charge is only one-sixteenth per cent.
Upon termmable annwities the charge 1s one-eighth per cent
upon the money invested. ¢One-eighth commission” is a
charge of 25 6d. (the one-eighth of a pound sterling) on
every 1004 ; a quarter commission is, of course, Ds. 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 execute a
sale. If one or more of the paities die, the stock is trans-
ferred by the survivors, without the concurrence of the exe-
cutors or representatives of the deceased party. Hence,Hf
a father wished to give his son a certam amount of stock at
his death, he might place the stock m s own and m his
gon’s name, and upon Iis 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 de-
posited at the bank, for examination, before two o’clock, the
day previous to bemg acted upon; if only for recerving
dividends upon stock, 1t 15 sufficient to present the power of
attorney at the time when the first dividend thereon becomes
payable. A power of attorney for recerving dividends costs
6s. 6d.; and for sale of stock, 12. 1s. 6d.

Expense of & TRANSPER 10 £ £s a £

£
Bank STock, not exceedng 25 0 9 0ecxceedmng 25 0
Inpia STooR . . 0 1100 10 1
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The dividends on the 3 per cent. Consols are paid in
January and July. The dinidends on the 3 per cent Re-
duced, and on the new 3 per cent, are pad in April and
October. This last stock bore interest at 8} per cent until
October, 1854 ; it was then reduced to 3 per cent.; but the
interest cannot be farther reduced until October, 1874.

The Umted States of America reckon themr 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 222 ;
—for the 4 per cents. by 25, and for the 3 per cents. by 333,
Having obtained the amount of stock, and the price, proceed
in the same way as 1 caleulating the purchase money for
English stock

The following quotations from Waterston’s ¢ Commercial
Dictionary,”* will serve to explam the operations connected
with foreign bills of exchange :—

« A foreign bill of exchange 15 an order addiessed to a person 1esiding
abroad, directing him to pay a determiate sum of foreign money to the
person m whose favour 1t 18 drawn, or to lus order The amount of
foreign money, therefore, to be paid 1s fized by the hill, but the amount
of British money (or money of the country m which the drawer resides),
to be given for the purchase of the bill, 18 by no means fixed, but 18 con~
tinually varymg ” .

«Of the two terms of comparison between the money of one place
and that of another, one 1s fixed, the other 1s varmable The place whose
money 18 reckoned at the fixed price 18, m commercial language, sad to
recewe the variable price, the other 1s smd to gewe the varable prce
Hence the ugher the cxchange hetween any two places, the more 16 18 1.
favour of that which receives the variable price, the lower, the more m.

* «A Cyclopmdia of C M tile Laws, Finance, Commercial
Gengraphy, and Navigation,” by Wilhiam Waterston, Esq
v 2
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favour of that which gives the varable price;—the exchange being sad
to be favourable or unfavourable to any place, accordng as a smaller or
larger amount of the currency of that place 1s required for dischargmg
a given amount of foreign payments. Thus London receives from
Pars a varable number of francs and centimes for 17 sterhbng; and
talkmg the par at 25 francs 34 centimes for 11, exchange will be 5 per
cent m favour of London when 1t rises to 26 francs 62 centimes, and
about 5 per cent agamst London when 1t falls to 24 franes 7 centimes ”

“Bill merchants study the exchanges, not only 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 buymg bills m one place and selling them m another,—mn
this way preventing any great fall i the price of bills m those countries
m which the supply exceeds the demand, and any great rise m those
countries m which the supply happens to be deficient. Sometimes
exchange operations axe conducted with Iittle outlay of capital Thus,
1f abul merchant m Tondon can sell a bill on Amsterdam at half per
cent premmum, and buy one at Paris at half per cent discount, and
with the latter buy one at Paiis on Amsterdam at par, he will have
gamed 1 per cent. by the transaction, without the employment of any
capital ,—the bill remitted from Pais to Amsterdam arriving m fime to
meet the bill drawn there upon his correspondent Agam, a bill mer-
chant, m order to take advantage of a premium on the exchange, may
obtam a credat abroad upon which he may draw bills, under the calcu-
lation that at some future and not very distant period he will be able to
1eplace the funds at a lower rate of cxchange, and thereby 1ealize a
profit by the operation The central pomts for such tiansactions are
Hamburgh, Amsterdam, Vienna, Paris, New York, and above all, Lon-
don, the great money change of the world ”

“In this country the buymg and selling of bills on foreign countries
18 conducted by brokers, all such transactions centrmg m the metro-
pobs. In London the days for the megotiation of foreign bills are
Tuesdays and Fridays, the foresgn post days The brokers go round to
the prmempal meichants, and discover whether they are buyers or
sellers, and a few of the more influentaal, after ascertamning the state of
the market, suggest a price at which the greater part of the hransactions
are séttled, 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 followmg post-day, when they
recerve the second and third bills of the set, foreign bills bemg usually
drawn 1 sets of three The brokerage charged on bills 1s 1 per mille,
or one-tenth per cent

“On the evenmgs of Tuesdays and Fridays, the market rates for bills
on all the prmeipal foreign crties, with the current prices of bullion, are
published m Wetenhall’s ¢ Course of the Exchange.’”
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The following are the places to which England gives a
certain amount of sterling for a vaiiable amount of foreign

Variable accordmng to
the Exchanges
for 12 4i Florms and Stivers.

money i— .
E

Amsterdam . short 1
Do . . 3 months 1
Rotterdam R do. 1
Antwerp . do 1
Brussels . do. 1
Hamburgh do 1
Paris short 1
Do . 3 months 1
Maaserlles . . do. 1
Frankfort . do. 1
Vienna . . do. 1
Trieste. . . . do. 1
Leghorn . . . do. 1
Genoa, . do 1

»

12
12
26
26

73 do
8 do
5 TFuiancs and Cents.
5 do

13 143 Marcs and Schillings
23 75 Francs and Cents

26
26

, 122

2 do
5 do.
1 Batzen

10 11 Florms and Kreusers.

10 12

do

80 87 Tare Tosc. and Cent.

26

5 Lire and Centesmn.

The following are the places to which England gives an
wncertain amount of sterlmg for a fixed amount of foreign

money :—
Vanable according
to the Exchanges
Madrd . 3 months 36 pence for 1 Dollar of Plate.
Cadiz . do. 364 , 1 do.
Naples do 40 » 1 Dueat
Paleamo do 119} »  1Onza
Messma do 120 ” 1 do.
Tashon 60 days/d 54 » 1 Milzes
Oporto do 53% » 1 do
Gibraltar. do 48 " 1 Hard Dollax
Venice . do 47 5 6 Live Austriachi.
St Petersburg . do. 38 ”» 1 Silver Rouble
Ri0 Janeno . do. 30 » 1 Milrers.
New York do 47% » 1 United States Dollar.
Calcutta do. 23 » 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 following bill,
for 300 francs, were negotiated at the rate of 25 francs 65
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cents the pound sterling, then divide 300 by 2565, and the
result will be the amount in English money.

Londres, le 18 Junvier, 18 . * B.P Fv 300
Aw vingt Feviier prochamn vewilles payer contre ce Mandat & Pordie
de Messveurs Il somane de tows cents fianws

valeur en compte que vous passer ez de méme wvee ou sans avis de

A4 Me s
Banquiers, Paris

25 65 ) 300,00 ( 11
2565

+4350
2565

1785
20

2565 ) 85700 ( 13
2565

10050
7695

2355
12

25 65 ) 28260 ( 11
2565
+2610

2565

. ©*45  Answer, 111 13s 11d

We may observe that all bills are drawn in the money of
the country m which they aie to be paid.

In the cases referred to m the thud paragraph of the
above quotation, the calculation 1s more complicated. To
ascertam when 1t is more advantageous to send money from
one country to another through a third country, theie must
be two “rule-of-three” calculations, instead of one; and if
the number of countries 18 mcreased, the number of calcula-
tions will be mereased. But these calculations may be
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abridged by what is called “the Cham Rule,” or “ Conjoined
Proportion,” or “Compound Aibitiation” The rule given
by amthmeticians 15 the followmg:—Place the numbers
alternately, begmnmg at the left hand, and let the last
number stand at the left hand. Then multiply the first row
contimfally for a dividend, and the second for a divisor.

Ezample—If 12 lbs. at London are equal to 10 Ibs. at
Amsterdam, and 100 lbs. at Amsterdam are equal to 120 Ibs.
at Pams, how many lbs. at London aic equal to 40 Ibs. at
Pars ?

Left  Right
2= 10 12 X 100 X 40 = 48000

100 = 120 10 X 120 = 1200 ) 48000 ( 40
40 48000

Answer, 40 1bs

This rule 15 capable of two modifications. The example
we have given, 1s when it 18 requned to find how many of
the first sort of coin, weight or measwme, mentioned in the
question, a1e equal to the last. It may be required to find
how many of the last sort of com, weight or measuie, men-
tioned in the question, are equal to the quantity of the first.
In this case, the following 1s the

Rule—~Place the numbers alternately, beginning at the
left hand, and let the last number stand on the 11ght hand.
Then multiply the first row for & divisor, and the sccond for a
dividend.

Ervample~If 12 Ibs. at London make 10 Ibs. at Amster-
dam, and 100 1bs at Amsterdam make 120 1bs. at Paris, how
many Ibs. at Paws are equal to 40 Ibs. at London ?

Left  Right

12= 10 12 % 100 = 1200

100 = 120 10 x 120 X 40 = 48,000
40 12000 ) 48,000 ( 40

48000
The above examples will explan the principle of the Chain
Rule. The following example, taken from Mr. Waterston, will
show 1ts application with 1egard to the tiansmission of money.
London and Paus, thiough Hamburgh.—Find the arbi-
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trated rate between London and Paris when the exchange of
London on Hamburgh is 13 mares 12 schillings banco for 12, ;
and that of Paris on Hamburgh 184 francs 50 centimes, for
100 marcs banco.

This question comes under the second branch of the rule.
It is to ascertam how many francs will be obtained’ for 1.
sterling when sent to Paris by way of Hamburgh ; therefore,

£1 = 220 schillings banco = 13 maxres 16 schillings.
Schillings 16 = 1 mare banco,
Marks banco 100 = 18450 cents = 184 ﬁanoa 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 = 4059,000 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 been
reduced to schillings, and the francs to cents; and hence it
has been necessary to introduce on the left-hand, the number
of schillings m a mare, and the number of cents in a fianc:
16=1, and 100=1.

Although m this case the remittance is said to be through
Hamburgh, yet in practice the operation would be made by
purchasing in London bills on Hamburgh, and remittmg
those bills to Paris—unless bills on Paris direct could be
purchased on more favomable 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 Grams. . , . , . , makel Pennyweight.

20 Pennyweights . . « .« 1Ounce
12 Ounces . . . . 1Pound,

Standard gold is what is called 22 carats fine; that is, 22
parts of pure gold are mixed with 2 parts of a]loy This

alloy consists chiefly, we believe, of copper. Our silver coms
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 ounce of standard
gold is worth 3l 17s. 10%d.; being the twelfth part of 467

" 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
ieces.

F The specific gravity of gold is 19:360 ; that is, it is 19,360

times heavier than distilled water.

The specific gravity of silver is"10:474; that of copper is
8878, )

A cubic foot of distilled water weighs 1,000 ounces, or
625 pounds avoirdupois, which is equal to 75 95 pounds troy.
Acvoirdupois weight is as follows :—

16 Drachms . . . . . make 1 Qunce.
16O0unces. . « . . . . . . 1Pound.
28Pounds . . . . . . . . 1Quarter,
4Quarters . . . . ., . ., . 1Hunded
20Hundreds . . . . . . . . 1Ton

11h. avoirdupois is equal to 11b. 2 oz. 11 dwts. 20 grs. troy.

A pound avoirdupois 1s to a pound troy as 1750 to 1440.

11b. avoirdupois of copper is coined into 24 pence—equal
to 2407, out of a ton. The old pennies weighed exactly an
ounce avorrdupois; so that in buying an ounce of any
commodity, a poor man might, if he thought he had short
weight, use a penny piece for the weight. For some years
past the penny has been only two-thixds of an ounce.

The amount of gold in circulation, including that in the
Bank of England, 18 variously estimated at from 44,000,000
to 60,000,000, The silver 1s estimated at 11,000,000, but
that includes the coin in the colonies*

‘We often find in the City Axticle of the T%mes, the Feono-
mast, and other journals, paragraphs like the following :—

The premium on gold at Pars is 7 per mille, which, at the
English mint price of 37. 17s. 104d. per ounce for standard
gold, gives an exchange of 2532%; and the exchange at

* Commong, 3483—3488.



298 A Practical Treatise

Paris on London, at short, being 2525, it follows that gold is
030 per cent. dearer in Paris than 1 London.

By advices from Hamburgh, the price of gold 1s 435} per
mare, which, at the English mint price of 8/ 17s. 104d. per
ounce for standard gold, gives an exchange of 13-10}; and
the exchange at Hamburgh on London, at shoit, bemg
13-10%, 1t follows that gold 18 0'17 per cent. dearer in London
than m Hamburgh.

The couse of exchange at New York on London is 108%
per cent.; and the par of exchange between England and
America bemg 10923 per cent., 1t follows that the exchange
is 1-08 per cent. agamnst England ; but the quoted exchange
at New York being for bulls at 60 days’ sight, the mterest
must be deducted from the above difference.

The real par of exehange between two countries is that by
which an ounce of gold in one countiy can be replaced by an
ounce of gold of equal fineness m the other country. In
England gold s the legal tender, and its price 1s fixed at
31 17s. 104d. per ounce. In Faance, silver is the currency,
and gold, like other commodities, fluctuates in price according
to supply and demand. Usually, 1t bears a premium or agto.
In the above quotation, this premium 1s stated to be 7 per
mille ; that is, 1t 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 ounce of gold in France, 1s 25:32%. 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 1s 030 per cent. dearer m Paxis
than m London. Tables have been constructed to show the
results of each fluctuation m the premjum of gold in Paris.
In the next section we shall msert a table of this knd with
reference not only to Paris, but also to Hamburgh and to
Amsterdam,

At Hamburgh, again, the exchange 15 the other way. The
price of 2 mark of fine gold 1s 4854 maics banco, which gives
an exchange of 1310} mares and schullings against the
pound sterling. But the commercial exchange is 13-10%,
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which makes a difference of 3 of a schilling ; and it follows
that gold is 017 per cent. deaver in London than in Ham-
burgh

'ihe Money Table of the United States stands thus :—

10 Malles make I Cent

10 Cents 1 Dime
10 Dimes 1 Dollar
10 Dollars 1 Eagle

The following regulations were adopted m the year 1834
respecting gold and foreign coms —

«“Be 1t enacted by the Senate and House of Representatives of the
United States of America, m Congress assembled, that the gold coms of
the Umited States shall contan the followmg quantifies of metal, that
18 to say, each eagle shall contan 232 giaans fine gold, and 258 grams
standard gold, each half-eagle 116 grans fine gold, and 129 grams
standard gold, each quarter eagle shall contam 58 grams fine gold, and
643 grams 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 guarter cagle shall be of the value of 2 dollars and 50 cents;
and the samd gold coms shall be recervable m all payments, when of
such weight, accordmg to therr samid respective values, and when of less
than such weight, at less values, proportioned to them respective actual
weights ?

“Be 1t enacted, &c, that from and after the 31st day of July next,
the following gold comns shall pass current as moncy withmn the United
States, and be recervable in all payments, by weight, for the payment of
all debts and demands, at the rates followmg, that 1s to say, the gold
coms of Great Britam, Portugal, and Biazil, of not less than 22 carats*
fine, at the rate of 94 cents and 8-10ths of a cent per pennyweight, the
gold coms of France, 9-10ths fine, at the rate of 93 cents and 1-10th of a
cent per pennyweight, and the gold coms of Spam, Mexico, and
Colombia, of the fineness of 20 carats, 8 grams, and 7-16ths of a gram,
at the rate of 89 cents and 9-10ths of a cent per pennyweight

Under the above Acts of Congress the English sovereign
was made a legal tender at the rate of 94+ cents per penny-
weight, Hence, the full weight of the sovereign bemg
5 dwts. 3:274 grs., 1t was made equivalent to 4 dollars and 87
cents; or 487 dollars equal 100! But, according to a rule

* This 18 tho usual mode of expressing the fineness of gold. The ounce 18

divaded mto 24 carats  If, out of this mass, 2, 8, o 4 parts out of the 24 consist
of alloy, the whole 1s saad {o be 22, 21, or 20 carats fine
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established in 1789, and ever since retained in exchange
operations, the par of the dollar is paid at 4s. 6d. sterling,
which gives for 487 dollars 1097 11s. 6d. The nominal par
thus exceeds the real par 97. 1ls. 6d., or 933 per cent. In
this way, when the exchange 1s nominally 923 premium, it is
really at par. The above calculations are subject to some
shght modifications by an Act of Congress fixmg the amount
of alloy in both the gold and slver coins at one-tenth; but
commercially, the par of exchange between England and ~
America is usually quoted as equal to 10923 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 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 28 or 24) for a rupee. The lower the exchange, that is,
the fower 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 m whose
currency the rate is reckoned.

The following is the Table for East India Money :—

12Pce « . . . . . makel Anna
16 Annas. . . . . . . . 1Rupee
100,000 Rupees . . . . . . . 1lac
100Laes . . . . . . . . 1Crore

Taking the rupee at2s, a crore of rupees is equal to
1,000,0000 sterling. A lac 15, of course, 10,000/ The
figures expressing Indian money are not easily understood by
Buropeans 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
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read thus.—Tifty-two lacs, twenty-five thousand rupees—
One crore, ten lacs, thirteen thousand five hundred and
eighty rupees, one anna, and seven pice.

The India Office 1ssue in London bills on India. They
also discount in India bills diawn on London, taking as
collateral security the bills of* lading and the policies of
insurance of the goods agamst which the bills are drawn.
Therr advances are usually to the extent of three-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 Council
may have occasion to accumulate funds m London or m
India.*

In making farther observations upon the subject of this
section, we may observe, that there 15 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 three-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, mstead of multiplymg
by 25, we may multiply by 100 and divide by 4.

To calculate the mterest on large sums at any rate per
cent. 1t is usually best to find the mnterest at 1 per cent. (as
you have only to divide by 100), and then multiply by the
rate per cent.

It 18 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

* See the Evidence of W P Paton,-Esq and J D. Dickenson, Esq before
the Commuttee of the House of Commons, on Commercial Distress, 1848,
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m this way all through the day. When the bank closes, he
will ascertain by countmg 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 fewest
people enter the bank. It 13 m this way that a man stand-
ing in the street is able to keep a register of the number of
omnibuses that may pass him during the day.

Occasionally we find that * calculating boys” have been
exhibited who have performed arrthmetical 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 tumes 50, or 100 times 100 ; secondly,
they have a great rapidity of finding equivalent numbers by
which the questions are more eamly worked, and thirdly,
they have a great power of memory, by which they can carry
on operations in thewr mind without committing them to
paper. They seemed to have these endowments by nature,
but they wmay all, m a degree, be acquired by application
A large multiplication table may be learned by perseverance
A facility of finding equivalent numbers may be acquired by
study and practice. And even arthmetical operations may
be performed by the memory. Let a person try to woik a
sum in the rule of three m this way, in perfect darkness, and
he will find it not so difficult as he would at first 1magine.
But the facilities thus acquwed by application would, of
course, he vastly wferior to the endowments exhibited by
these “calculating boys.” It 18 1emarkable that these boys
are not found to retam this wondexful faculty after they are
grown to be men.

The various systems of artificial memory profess to teach
the art of remembering figures This is done by turning
figures mto letters, and then formmg a word from those
letters, or by associating a symbol with the number, or by
adding the letters to the end of the word. Thus, suppose the
floor of the room m which you are sitting were divided into
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nine compartments, and had a figure and letters in each
compartment, thus —

1 2 3
B0 DT GH
4, | 5 6
JK L M N
7 8 9
P.Q RS TV

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
repiesented by the word “log.” The word “book” would
represent 14 ; the word “paper,” 778 ; and “ledger,” 5238.
The advantage of having two letters to one figure is, that you
can more easily form words; for, if one letter will not form a
word, the other may. Besides, if you should forget what
letter represents any figure, by runming over the alphabet
you will call 1t to mind.

‘We have supposed these numbers and figures placed on
the floor. Now stand m the centre of the room, with your
face toward the window. Divide the wall before you mto the
same compartments as the floor, and place over the wall on
the ceilng the number 10 You have then before you all
the numbers, from 10 to 19 melusive. Divide the wall on
your mght hand in the same way, and place over it the
number 20.  Over the wall behind you place 30; and over

B
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the wall at your left hand place 40; and over your head in
the centre of the ceiling place the number 50. You have
pow a local place for all the numbers, from 1 to 50. And if
you wish at any time to recollect any one of these uumbers,
your memory will be assisted by callng to mind its localty
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, & bird, a beast, a fish, or anything else. For in-
stance '—In the compartments on the floor you may place
trees, the name of each tree beginning with the letter belong-
ing to the compartments. The compartments from 10 to 20
may each have a flower: from 20 to 80, 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 18 different from that we have described.
He represents the numerals by the following consonants and
vowels :—

1 2 8 4 5 6 7 8 9 0
b a4 t f 1 s p kE 1n w
‘a e 1 O m au 0 e ou y

Then, to recollect a date, you will alter the termination of
the word, and place those letters that correspond with the
figures, Thus, he calls Alexander the Great, Alexita, and
the last three letters show that he died 831 years before the
Christian era. Juhus Ceesar is called Julios, showing that he
died 46 years before the same period; and Romput shows
that Rome was founded 753 years before the Chrstian era.

These systems of artificial memory have not been found in
practice to answer the eulogiums of thewr professors.: Never-
theless, they are occasionally useful in assisting the recollec-
tion of figures.

‘We shall now take a view of those Methods of Calculation
that have a reference to Reasoning and Statistics.

“We shall consder the relation between a whole and its
parts, with reference to arithmetical numbers, physical objects,
and moral 1deas.

.
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“With regard to arithmetical numbers.

“ Any anthmetical number may be divided into as many
parts as it contains units; and again, a unit may be divided
mto any number of fractional parts. It 18 obvious, that all
the parts mto which any number is divided must, when added
together, be equal to the whole number. A sovereign is
equal to twenty shillings ; 1f, then, you receive im exchange
for a sovereign only nineteen shillings, you will infer that
you have not the whole. A pound weight 1s equal to sixteen
ounces; if, then, in buymg a pound of tea or of sugar, you get
only fifteen ounces, you will infer that you have not the whole.

« Again, if two numbers that are equal to one another be
multiplied respectively by any number, the products will be
equal. If one Indhan rupee be equal to one shilling and
tenpence, you will infer that twenty rupees will be equal to
twenty times one shilling and tenpence. So also—

“If equal numbers be added to equal numbers, the totals

will be equal.

“If equal numbers be subtracted from equal numbers, the

remainders will be equal.

“If equal numbers be divided by equal wumbers, the

quotients will be equal.

« Thesc maxims are too obvious to require any 1llustration
They form the foundation of much of our reasoning with
regard to figures and quantities.

« Addition, subtraction, multiplication, and division are the
four operations with regard to numbers, and these operations
are often called mto exercise, not only with regard to our
physical, but also with regard to our moral reasonings.

“In the Report of the Board of Health upon the Supply of
‘Water, 1t 15 stated that the Thames, Lea, and New River
waters contain sixteen grains of Iime m every gallon. ¢The
importance of this mineral mgredient, however, is only to be
correctly estimated when viewed m the aggregate; for the
daily supply of water 1s forty-six millions of gallons, and tlus
quantity will contaim twenty-six tons of lime.

“If you are a clerk m a public office, and are behind your
time a quairter of an hour every mornng, in three hundred
days that will amount to seventy-five hours, more than equal
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at six hours a-day to a holiday of twelve days m the course
of the year. A large number of small parts will make a
great whole.

«The following anecdote proves, by multiplication, the
importance of punctuality :—

¢ A member of the Commuttee bemg a quarter of an hour behmd the
time, made ah apology, saymg, the time passed away without his bemg
aware of 1t A Quaker present said—Friend, I am not sure that we
should ‘admt thy apology. It were matter of deep regiet that thou
shouldest have wasted thme own quarter of an hour; but there are
seven besides thyself, whose time thou hast also consumed, amountng
in the whole to two hours—and one-exghth of 1t only was thme own
property *’ .

« Parties who keep omnibuses or other public conveyances
waiting for them, should recollect that they are sporting
with the time of all the other passengers.

«While we multiply mn order to prove the importance of
an object, we use division when we wish to produce a contrary
impression. Mr. Norman, the Bank Director, published a
pamphlet a short time ago to show the lightness of our taxa-
tion He divided the total amount of the taxes by the total
number of the population ; and he inferred that the taxation
was light from the small average dmount paid by each
individual.”

«The facts with which this science (Statistics) 1s conversant
are those which are susceptible of bemg represented and
registered by figures. Its authmetical operations are chiefly
multiplication and division, the calculation of ratios, and the
construetion of tables.

«In tieating of the relation of a whole and its parts, I
have observed that we employ multiplication when we wish
to magnify the importance of any matter, and division when
we wish to produce a contrary effect. Thus 1f a party wished
to show that the Established Church is in possession of enor-
mous wealth, he would endeavour to obtain an account of all
ecclesiastical property, and present it in one sum. But if
another party wished to produce a different impression, he
would divide this sum by the number of clergymen, and
contend that upon an average they do not receive, indi-

-
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vidually, a higher income than an educated man should
receive for the kind of duty he performs. It was by simple
multiplication that Mr. G. R. Porter ascertained the amount
spent annually 1n the purchase of Spmits, Beer, and Tobacco
—sums which he happily styled ‘self-imposed taxes’ The
following 15 the amount taken from the paper he read on the
subject, at Edmburgh, before the Statistical Section of the
British Association :—

Bntish and Colomal Spmts . . £20,810,208
Brandy . . . . 3,281,250
Toml of Spirits . 24,091,458

Beer of all unds, exclumve of that
biewed 1 puvate famibes . . . . 25,888,165
Tobacco and snuff . . . . 7,588,607
Total self-imposed taxes . £57,063,230

“When we wish to compare a number of things together in
some one respect, we employ a ratio  The ratio usually
employed is a per centage. TFor example, if we wish to show
the number of crimes in each county or district, as compared
with 1ts population, we should place m one column the popu-
lation of each county, and, m an adjoinmmg column, the
number of crimes in each county. We should then reduce
these figuies to a ratio, that is, we would, by the rule of three
agcertain what per cent. in each county the crimes bore to the
population. 'We might then, in making our comparisons,
dispense with both the preceding columns ; and place against
the name of each county its per centage of ciime.

“A seres of figures may be placed either longitudinally or
horizontally. In the former case they are called a column
of figures, and mn the latter case a row of figures. A table of
figures combines both. Several columns of figures are placed
side by side, but at the same time theie 13 a connexion
between all these columns horzontally. Such a table admits
of bemg added together m two ways. You may add longi-
tudinally, and place at the bottom the amount of each
columm ; and you may add horizontally, and place i a column
at your right hand, the separate amount of each row. You
will understand what I mean by the following table, which

~ X2
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I have taken from ¢The Statistical Companion,” published by
T. C Banfield and C. R. Weld, of the Royal Society —

Classified Abstracts of the numbers of lectors in the Counties, Clues, and
Boroughs of Qreat Britawn, for the year 1846 The total number of
registered Electors in 1846 was as follows ' —

Countles Gites ana Total
England . . 475,036 842,342 817,878
Wales . 87,340 11,205 48,515
Scotland . 48,953 29,597 78,550
Totals 561,329 883,144 944,473

“All tables are not drawn up in this form. Some consist
only of a seties of columns placed side by side without any
horizontal connexion, and sometimes the columns are not
added up longitudinally.”

“The prmcple of classification—that is, of genus and
species—is of very extensive use in statistics; and we can
rarely apply it i any case without obtamng some important
information. This remark is illustrated m the following table,
from ¢ The Statistical Companion '—

NATIONAL DEBT ~—Numbers and Classification of Fundholders.

Persons entitled to | Persons entitled to Amount of Dividend each
Soitecin a0 | Do oty | e s el f e
No No. £
50,008 51,609 Not exceedmng . . 5
24,978 25,274 » P 10
53,829 54,145 » . 50
13,119 18,087 » . 100
6,893 6,889 » ceo. 200
1,908 1,917 » . 300
1,225 1,203 ” 500
29 520 “ 1,000
164 163 " . . 2,000
92 97 Exceeding . . . . 2,000
152,740 154,904
Showmg that the number of persons thus entitled to Dividends
on the 10th October, 1847, was 2,164 moie than at the same
penod of last year, by far the largest porhion of the meiease
beng 1n the smallest amounts

* *Logie for the Milhon’—Section on the Appheation of Logic to Statistics,
by J W Gilbart, FRS



on Banking. 309

The following questions may be instructive or interesting
to those young men who may le disposed to work them :—

“When a banker discounts bills having two, three, six, nime and
twelve months to 1un, chaxging at the time the discount of 4 per cent,
what rate of mterest does he obtam on the money actually advanced at
these respective dates?

“Suppose a banker should lend 100,0007 consols at 90, fiom the
1st of January to the 13th day of Febiuary, at 1-16th contmuation, and
should part with the money at 10,0007 a~day m the discount of bills ab
24 per cent, all of which bills should fall due, m equal proportions, on
the 10th 11th, and 12th of Februaiy, what would he gam by the
transaction ®

“If a banker buy consols at 90 on the 1st of December, recerve the
half-yearly dividend on the 8th of January, and sell the consols agam ab
90 on the 1st of February, what mterest per cent per annum does he
recerve for his money after deducting the meome-tax ?

“If a Long Annuity (which expires m January, 1860) 1s bought ab
8% on the 1st day of March, 1849, what rate of mterest does 1t yeld
after paymg the meome-tax of sevenpence m the pound on the annwty ?

“Suppose there were thirty clerks m a bank, the junior had 807 per
annum and the semor 5007, and they mercased m arithmetical progres-
sion, what 1s the ratio of thewr merease, and what 15 the total amount
of therr salaries ?

“ Suppose you were asked to make an advance on a lease which had
twenty yeais to run, and on which there was a net profit rent of 1007
per annum, what advance would you make upon 1t, caleulatmg its
present value at 7 per cent ,and taking a margin of one-third its value?

«If o bank which has 200 paid up on each share pays a dividend of
6 per cent , how much 1s that pex share ?

«Tf a bank gives an annual bonus of 7s per share, on which 10 is
paxd up, how much 1s that per cent per annum ?

“One ounce of standard gold 1s worth 82 17s 103d A sovereign 1s
worth twenty slulhngs 'What should be 1ts weight ?

« A pound weight of silver 18 comed mto sixty-six shillimgs  What are
the respective weights of a sixpenny-piece, a shillmg, and a half-ciown ?

A ton weight of copper avonduposs 15 comed mto 2407 w1 penny
preces  What 1s the weight of a hakpenny-piece ?

“What 15 the weight of a cubic foot of gold, and mto how many
sovereigns may 1t be comed ?*

“What 18 the weight of a cubic foot of mlver, and mto how mauy
shillings may 1t be comed ?*

“What 15 the weight of a cubic foot of copper, and nto how many
farthings can 1t be comed ?*

+ See p 297



310 A Practical Treatise

“A cubie foot of gold will cisplace a cubio 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  Supposmng this to be pure gold, how much alloy
must be added to veduce 1t to standamd gold, and what then would be
the number of talents?—Supposmg this standard gold to be taken to
the 1ssue department of the Bank of England under the Act of 1844, and
bank notes recerved m exchange at the rate of 8! 175 9d. per ounce,
what amount of bank notes would be recerved, taking the Hebrew
talent as equal to 113 Ibs 10 oz 1 dwt 10 gis troy ?—Supposmg pay-
ment of these notes should afterwards be demanded m sovercigns,
which are comed at the rate of 87 17s 1044 per ounce, what would be
the total weight of theso sovercigns?

«Fimd the arbutrated rate of exchango between London and Amsterdam
when the exchange of London on Madrid 1s 87 pence for one dollar of
plate, and that of Amsterdam on Madrd 15 100 florms 75 cents. for 40
ducats of plate *

“Bar gold m London'is 77s 9d per ounco standard; requived the
arbitrated rate of exchange produced by 1ts export to the United States
for comage, at the rate of 232; grams of fine gold for the eagle of 10
dollars.*

“ Bar silver m London 18 60 pence per ounce standad , m Amsterdam
044 florms per pond fine, required the arbitrated rate of exchange, the
Netherlands pond bemg equal to 1,000 wigties, and 81 1002 wigties
eqqual to one ounce troy *

“Tf the premrum on gold at Pars 18 53 per muille, and the exchange
at Pams on London 18 25 273, how much per cent 18 gold dearer m
Paxis than m London 2*

“If the price of gold at Hamburgh 1s 435 per mare, and the exchange
at Hamburgh on Tondon 1s 18 103, how much per cent 15 gold dearer
m Hamburgh than m London 4

* These three questions axc taken fiom Waterston’s Manual of Commerce,
‘where the operations are performed
+ Sce the Table, No 18, m the next Section
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SECTION XIV.
BANKING DOCUMENTS.

By banking documents, I mean such reports, bonds, deeds,
letters, or other wrrtings as are used in connexion with
banking.

L. I shall notice those Documents that are used in the
formation of a Joint-stock Bank.

‘When any persons propose to form a jomt-stock bank
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 sales in the various
markets—and every other information respecting the trade
and wealth of the district. If these prove satisfactory, they
take notice of the banks already established there, and obsexrve
whether they are jomt-stock banks or private banks—whether
strong or weak—and whether likely to oppose or to jom any
new estabhshment. If the existing banks be jomt-stock
banks, the projectors procure from the stamp-office a list of
the shareholders, in oider to obseive the strength of their
propuictary, and whether they reside chiefly in the distret.

Having satisfled themselves that a new bank would be
successful, the fiist document drawn up is a prospectus. This
document usually sets foath the great advantage of joint-
stock banking to both the public and the shareholders, and
then points out the facilities of the district in which the banlk
is proposed to be established.

Previous to issumg the prospectus, some leading persons in
the district ave requested to become members of a provisional
committee for the formation of the bank, and they obtan the
assistance of an influential solicitor, to whose office the appli-
cations for shares are usually addressed. The committee then
appoint a secretary, or sometimes the office of secretary is
filled by the solicitor.
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Attached to the prospectus is the form of an application
for shares, similar to the following :—

No 1.]
BANKING COMPANY
HEAD BANE.
Caprtal, £ . Shares, of £ each,
APPLICATION FOR SHARES
To the Provistonal C ttee of the, B
Company
GENTLEMEN, A
I beg to apply for. shares m the above bank,

upon the conditions of the published prospectus If the shares be
granted, my utmost mfluence shall be exerted 1n support of this bank

T am,
Yours respectfully,
Name
Busimess or Profession
Residence
[No 2]
To the Durectors of the. Banl Comp
GENTLEMEN,

5

I request you will allot me shazes of £100 each
m the Banking Company And I hereby under-
take to accept the same, or any smaller number which you may allot to
me, and to pay the Deposit of £10 per Share thereon, and execute the
Deed of Settlement of the Company m respect thercof, at such times
and m such manner as you may appomt

I am, Gentlemen,
Your obedient servant,

Name

Address

Profession or Business
Date

As the applieations come 1, they are entered in a book
prepared for the purpose. In the first column 13 entered the
date of the appheation ; then follow the mame, profession,
and residence of the applicant, then the number of shaies
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apphed for, and m a farther column the number of shares
granted. After the committee have determmed what number
of shares to allot to each applicant, letters are addressed to
the respective parties m the following forms :—

Sz,
1 am mstructed by the Provisional Cc tee of the,

Banking Company, to mform you, that they have allotted
you . shares m the Company, and you aire requested to pay the
sum of_____ upon each shaie to, , Where you wall
recerve the certificate

T am, Sir,
Your most obedient Servant,
A. B Secetary.
SiR,
Your appleation for shares m the
Banking Company has been laad before the Provisional Com.zmttee, who
1egret, that i consequence of the numerous applications, they are un-
able to comply with your request

I am, S,
Your obedient Servant,
A B Secretary.

The certificates granted upon receipt of the first payment
on the shares are different. Some use the following form —

BANKING COMPANY
Derosrr CERTIFICATE
No
18
This 15 to certify, that the bearer hercof has paid the sum of
£ , beng the allotment fee of per share
upon shares of £ each, allotted to hum m the capital
stock of the above Bankmg Company
For the Provisional Committee
of the. Banking Company

Other banks adopt the form of a receipt thus —

BANKING COMPANY.

Recerved of Mr on account, of the above bank, the
sum of £ bemg the deposib of __ per share on
his bemg admitted a holderof ___ shares

18
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After the sums have been received, a general meeting of
the shareholders 1s called in the following form :—

BANKING COMPANY
18
Siw,

I am mstructed by the Provisional Commuttee to mform you,
that the first gencral meeting of the shareholders m the above Bank-
mg Company will be held at the on
next, for the purpose of submittng a
report of themr proceedings, electmg a board of dwectors, and adopting
resolutions for the immediate constitution of the Company

The char will be taken at twelve o’clock

Lest you should be unable {o attend, I annex a form of proxy for
votmg, the blanks of which you must fill up before 1t1s placed m the
hands of a shaieholder

I am, Sir,
Your obedient Servant,
Secretury.

Proxy For Vorine
BANKING COMPANY
I, the undersigned, a sharcholder m the above Banling Com—
pany for. shares, do hereby appomt, Iso
a shareholder therem, to vote for me, and on my behalf at the ﬁlst

general meeting of shmeholzlers, to be held m on
“mstant
‘Witness my hand, this day of, 18
Name
Residence |
No of shares

At the general meeting the provisional committee make
a report of their proceedmgs. Resolutions are then passed
—1. That the report be received and printed;—2 That
certam shareholders then named be nppomted directors ;—
3. That the thanks of the meefing be given to the provi-
sional committee. The bank is now formed, and the go-
vernment 15 assumed by the directors. They appoint the
manager and other officers ; they prepare the deed of settle-
ment, and they adopt the measures necessary for the com-
mencement of business.
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II —The Deed of Settlement.

This is the deed of partnership, which must be signed by
all the shareholders. It fixes the name of the banlk—the
places where business is to be carried on—and the denomina-
tion and number of the shares. It regulates the appomtment
of directors—the qualifications of shareholders—and the mode
of holding meetings, tiansferring shares, and malking divi-
dends. It also provides for the winding-up of the affairs of
the bank, in case 1t should not be successful. So many joint-
stock banks have printed their deeds of settlement, that any
new bank would find no difficulty m procuring a copy. All
banks now mtroduce 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
shareholders specially summoned for that purpose.

III.—Bonds of Security by the Officers.
The following form may be adopted for a manager :—

Know all men by these presents, that we, 4 B of—___
¢ D of E. F of and @ 4., are held and
firmly bound to W X and ¥ Z. m the sum of five thauscmd pounds of
lawful money of great Brtam, to be pad to the sad W X and Y. Z
or themr certamn attorney, executors, admmstiators or assigns, for which
yayment to be well and truly made, we bind oursclves and each of us,
and any three, or two of us, and_our and each of our heirs, executors,
and admimistiators, and the hews, executors, and admimstrators of any
three, or two of us jomtly, severally, and respectively, fimly by these
presents Sealed with our seals Dated this day of
1 the year of our Lord one thousand ewght hundred and

Whereas the above-bounden 4. B has been appomted chief manager
of a certam public joint-stock bankimg company, called the,

» of which company, and for the general pur-
poses thereof, the above-named W. X and ¥ Z have been appomted
trustecs And 1t was agreed, that on the appomtment of the smd 4. B
to be such manager as aforesaid, he should with sureties enter mto a
bond to guarantee his fidelity and honest conduct while m the service
of the said company And wheieas each of them, the above-bounden
C. D., L. F,and G¢ H has, at the 1cquest of the smd 4. B. agreed to
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become surety for hum as aforesaid to the extent of five thousand pounds -
Now the condition of the above-written bond or obhigation 1s, that if
the saad 4 B do and shall from time to time while he shall continue
m the service of the sad company as the chuef manager of the said
company, dihgently and farthfully sexve them, and devote the whole of
his time and attention to thewr busmess, and give such reasonable
attendance at thewr banking-house, as the directors for the time bemg
of the smd company shall from time to tuime require, and do and shall
Ieep all the secrets of the sad company, and mform the sad duectors
of the company for the time being of all such letters, writings, papers,
and ocourrenges whatever as shall fiom time to time come to us know=
ledge respectg the said busmess, and do and shall keep all the cash
accounts, ledgers, books, deeds, writings, and papers, belongng or re-
lating to the said concern m a proper and busmess-like manner, and
regularly answer the letters of theiwr correspondents, and do and shall
take due care of the moneys, securities for money, and property belong-
mg to the smd company, or placed m thermr custody, and do and shall
from time to time account for, render, and make over to the directors
for the time bemng of the smd company, all such cash, billg, notes, and
other securities as shall from time to titme come, or without his wilful
default might have come to lug hands, and shall not embezzle, conceal,
or waste, nor permit (as far as i him hes) to be embezzled, concealed,
or wasted by others any of the property of the said company, or which
shall have been entrusted to themr caxre, and do and shall 1ecerve all the
customers of the saad bankmg-house with civility, and make wp the
notes or memorandums of thewr respective affans when necessary, and
do and shall a8 far as m him lies cause the clerk or clerks of the said
company to give full and due attendance at thewr smd banlking-house,
and there to conduct and demean himself or themselves diligently and
farthfully and m an orderly manner and also if the said 4 B do and
ghall 1 all other respects diligently, skilfully, and farthfully demean
and conduct himself as the chief manager of the said company and
moreover, if they the smd ¢ D, E. F, and G H thew hewrs, exceutors,
or admmustrators, or some of them, shall and do well and sufficiently
save harmless and keep mdemmified the smd company and the dnec-
tors and all other members thereof from and agaimst all losses, costs,
chaiges, and expenses which shall or may happen or come to them for
or by reason of any act, deed, matter o1 thing whatsoever, wilfully and
improperly done, or wilfully and improperly omibted to be done by
the smd 4. B m or durmng the smd service, then the above-wirbten
obligation shall be void, but otherwise the same shall be m full forco.
Provided always, and 1t 18 heieby declazed, that under the smd oblga-
tion, the said ' D, hus heirs, executors, or admmstrators, shall not be
hable to a gieater sum m the whole than fwo thousund five hundred
pounds, nov the said Z 7" his heus, executors, o admmstrators to a
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greater sum i the whole than one thousand five hundied pounds, nor the
smd ¢ I hig heirs, executors, or administrators to a greater sum m
the whole than one thousand pounds As witness the hands and seals
of the sad parties

The following is the form for a clerk -—

Know all men by these piesents, that 4 B, ¢ D,and E. F are
held and firmly bound to W X.and ¥ Z, m the penal sum of one
thousand pounds of lawful money of Great Britam, to be paud to the
sad W X and Y. Z, o1 thewr certam attoiney, executors, admmistra-
tors, or assigns, for which payment to be well and truly made, we bmnd
ourselves and each of us, and our and each of our heirs, executors, and
admmistiators, and the hems, executors, and admmistrators, of any
three or two of us jomtly, severally, and respectively famly by theso
presents. Scaled with our seals. Dated this

‘Whereas the above-bounden 4 B has been appomted a clerk m a
certamn public company, called the of which
company and for the general purposes thereof the above-named W X
and ¥ Z have been appomted trustees. And 1t was agieed that on the
appomtment of the saad 4 B he should with sureties enter mfo a bond
to guarantee lus fidelity and honest conduct And whereas the above-
bounden €. D and £ F have at the 1cquest of the said 4. B agreed
to become surety for him as aforesaad to the extent of five hundred
pounds cach. Now the conditions of the above-wiitten obhigation 1s,
that if the said 4 B do and shall, while he shall continue m the ser-
vice of the’smd company as such clerk, dibgently and faithfully serve
them, and devote the whole of lus time and attention to therr busmess,
and give such reasonable attendance at their office, as the dwectors or
manager for the time bemg of the smid company shall fiom time to time
require, and do and shall keep all the seciets of the said company, and
infoxm the directors of the saxd company for the fime bemg of all such
letters, wirtings, papeis, and occuriences whatsoever, as shall from fime
to time come to his knowledge respecting the said busmess, and do and
shall fiom time to tume account for and make over to the dnectors or
manager for the time bemg all such cash, bills, notes, and other secur-
ties as shall fiom time to trme come or without his wilful default might
have come to lus hands, and shall not embezzle, conceal, or waste, nor
permit (as far as m him hes) to be embezzled, concealed, or wasted
by others, any of the property of the said company, or which shall have
been entrusted to thewr care. And also if the sud 4 B do and shall
m all other respects dibgently, skilfully, and faithfully demean and
conduct himself as such clerk of the said company And morcover, if
they the smd ¢ D and £ F, thewr hews, exccutors, and admmstrators,
or some of them shall and do well and sufficienily save harmless and
keep mdemmfied the said company and the directors and all other
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members thereof from and aganst all losses, costs, charges, damages,
and expenses, which shall or may happen or como to them for or by
reason of any act, matter, or thmg whatsoever wilfully and ymproperly
done, or wilfully and mproperly omitted to be done by the smd 4 B
in or durmg the said service, then the above-wntten obhgation shall be
void, otherwise the same shall be m full force Provided always, and
1t 15 hereby declared, that under the saxd obligation the said ¢ D, us
hers, executors, or admimstrators, shall not be liable to a greater sum
in the whole than jive hundred pounds, nor the smd Z F hus hews,
executors, or admimistrators, to a greater sum m the whole than five
hundred pounds. As witness the hands and seals of the saxd partios

IV.—Declarations of Secrecy.

The following is the form for the directors and trustees —

We, the undersigned persons, bemg respectively the directors and
honorary directors, and trustees of the public Jomt-stock Company,
called. do severally declaro that we will re-
spectively, fathfully, and imparhally discharge the several duties
devolving on us as such dwectors as aforesaid, accordmg to the deed
of settlement of the company besimg date the day of

and any laws and regulations that may be made m
pursuance thereof And we do hereby pledge ourselves, and as m-
violably as i1f we had taken our oaths thereto, that we will observe
the strictest secrecy on the subject of all transactions of every deserip-
tion of the company, with thewr customers for the time bemg, o1 with
any other bodies or persons whatsoever, and on the subject of the
accounts of all bodies and mdividuals from time to time having accounts
with the said company Dated this, day of
18 .

The following is the form for the officers'—

Declaration of Secrecy by the Managers and Clerks

We, the undersigned persons, bemg respectively managers, account-
ants, caslers, tellers, and clerks of the, Bankimg Com-
pany, do severally declare, that we will 1espectively, farthfully, honestly,
and mpartially discharge the several dutics devolving on us as such
managers, accountants, cashiers, tellers, and clerks as aforesaid, accord-
g 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 owselves, and as mviolably as 1f we had taken our oaths thereto,
that we will observe the strictest secrecy on the subjeet of all transac-
t1ons of every description of the company with their customers for the
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time bemg, or with any other bodies or persons whatsoever, and on the
subject of the state of the accounts of all bodies and mdividuals from
time to time having accounts with the smd company. Dated this

day of. 18

V.—Letters of Guarantee*
With 1 ¢ference to Advances or to Bills Discounted.

Bill-brokers usually give a letter of guarantee, instead of
indorsing the bills they have discounted with the bankers
And sometimes one party will guarantee to the bank the bills
discounted for another.

(1
To the Durectors of the. Banking Ct
GENTLEMEN,
In consideration of your payng the cheques of Mr
or otherwise advancmg him sums of money, I hereby guamantee the ve-
payment thereof upon demand, to the extent of one thousand pounds

I am, &c
(2)
To the Durectors of the, Bankwng Company.
GENTLEMEN,

In consideration of your discounting a bill for £ drawn
by 4 B or ¢ D dated at_* months, I herchy
gumantee the due payment of the same at maturity

I am, &e.
(3)
GENTLEMEN,

In consideiation of your discounting the above bills, I heieby
guarantee the punctual payment thereof as they respectively fall due
I am, &c

(4)
G'ENTLEMEN,

My John 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 do, I hereby guarantee the punciual
payment of such bills when due Iam, &

* Theie are some excellent remarks on this subjeet, as well as on other
matters connected with practical banking, i ¢ Chapters on Country Banking,’
by J B Rogers, (E.Walson.)
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VI.—A Form of Letter,

To be suyned by a Party lodging Deeds or other Documents as Security for
Advamces of Money
1)
To the Darectors of the. Bank C
GENTLEMEN,

I have sent you the title deeds, and other writings, rglating to

my several freehold and copyhold estates and properties, m or near
m the county of. » and which documents

1 hereby declare are deposited with you, as a security for all sums of
money now orhereafter to become due from me, exther solely, or jomtly
with others, to the said bankmg company, either upon banking account,
or m any other manner howsoever (meludmg mterest, commission, and
all other nsual banking charges); and I heieby engage, upon request,
to execute to you or to the trustees of the said company, a mortgage of
the said tenements and premuscs, for the better scecurmg the sad sum
or sums of money, mtended to be hereby secured, such mortgage to
contam a power of sale, and all other nsual covenants, and to be at my

3

expense I am, &e
(2)
GENTLEMEN,
Having thig day borrowed of you 2" upon a depostt

of the under-mentioned securities, which sum 13 to be repaid to you
with mterest at______ eper cent per annum onthe
next, I hereby authorize you, m case the said sumof £ shall
not be repaxd as aforesaid, to sell the said securities, or any part there-
of, whenever you may thimk proper so to do, and repay yourselves the
sum of £ and mterest, retmnng to me the swplus (f any) or
holding 1t for my account, and m the event of any deficiency, I hold
myself responsible to you and the survivors of you for the same.
Iam, &e

(3)
GENTLEMEN,

TIn consideration of the loans, advances, or discounts which may
be made to me, or upon my request, by you, I hereby charge all o
any title deeds or other propeity belongmg to me, which I may place
or leave m your hands, with the repayment of all such loans, advances,
or discounted bills, together with all costs, mterest, and charges thereon,
and I hereby undertake to make an assignment by way of mortgage
with power of sale, whenever called upon so to do, of the property
which I may or shall be entitled to under such title deeds

T am, &e
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(4)
GENTLEMEN,

In consideration of your discountmg for this day the
above bills, amounting to £ , I hereby guarantee the due pay-
ment of them as they respectively fall due I am, &e.

(5)
To the Trustees of the Bank,
GENTLEMEN,

We request that you will advance to us the sum of 1,000/ on
the accompanymng Secmities, amountmg to 2,0007 , which advance we
engage fo 1epay on or before the lst of January mext, together with
mterest thereon, at the rate of 5/ per cent per annum, énd m default
thereof we hereby empower you to retam the said Securities, for your
rembursements, and to dispose of them 1 any way you may thmk fit.

I am, &e

VIL—Memorandum of Agreement with reference to the
Lodgment of Deeds.

MrmoraNDUM, that on the, day of. m
the year of our Lord one thousand eight hundred and fifty. ,
hath dehvered to

at ther office m
m the county of. the several title deeds

and documents mentioned and compuised m the schedule hereunto
annexed, for the purpose of securmng to the proprietors m the sad
banking company for the time bemng, of whomsoever the same banking
company may from time to ime consist, all and every sum and sums
of money which shall at any time heieafter be due or owmg from
on the balance of his account

current with the sad banking company, cither for money pad or
advanced, or to be pad or advanced, by the smd banking company

unto the said. , or at his re-
quest, or which shall be secured by any bond or bill of exchange drawn
or endorsed by the sad. or by any

promussory nake or other contract whatsoever, with mterest for the same
respectively, from the several fumes 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 com-
mission and other usual banker’s charges, so as tho same do not exceed
1m the whole the sum of £ e

And the smd ____doth hereby

Vot T. T
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promuse and agree with and to the said bankmg company, that he the
saud, , whenever thereunto re-
quwed by the smd banking company, shall and will effectually convey
and assure all and singular the hereditaments and premises comprised
m the sad deeds and writings unto and to the use of the said bankmg
company, m such manner as shall be lawfully required by them, fiee
from meumbrances, subject nevertheless to redemption on payment by
the sad. of such sum of money
as shall be therem expressed to be secured with imterest in manner
eforesard  And m the sad mdenture of mortgage shall be contaned
all usual clauses and covenants, with power of sale m case default shall
be made m payment of the prmeipal and mterest to be thereby secuied,
or any part thereof As witness the hand of the sad.
the day and year first above written

(The schedule above referved to)

VIIL—Cash Credit Bond.

Almost every bank that grants cash credits has its own
form of bond. I think the followmg as good as any that I
have seen - —

Know all men by these presents, that we, 4. B of

@' D of. ,and E I of , are jomtly and
severally held, and firmly bound to W X of and ¥ Z
of two of the trustees of the soelety or co-partnership
called the , In the penal sum of

pounds of lawful money of Great Britam and Ireland, to be paid to the
smd F G and A. I ,or ther certamn attorneys, executors, admmistrators,
and assigns, for which payment to be well and truly made, we bmd
ourselves, and each and every of us, and our, and cach and cvery of our
hews, executors, and admimstrat jomtly, severally, and firmly
by these presents Sealed with our seals Dated this

of

‘Whereas the above-bound 4. B has opened an account with the above-
mentioned society or co-partnership, called the >ab
ther establisk t at , and 18 desirous of bemg accom-
modated by the said society o1 co-paitnership, from tme to fime, m
some one or other of the various modes m which bankers are m the
hahit of affording accemmodation, and to mduce the sad society ov
co-partnership to take the said account, and to accommodate him from
time to time m some one or other of the modes aforesaid, the smd 4 B
and the sad ¢ D and E F as hus sureties, have agreed to enter mto
the above-written bond or obhigation with such conditions as heremafter
18 expressed
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Now the condition of the above-written bond or obligation 15 such,
that iof the smd 4. B, C D,and E I, or some or one or them, or
then, or some or one of thewr heirs, executors, of admmistrators, do and
shall, on the demand m writmg, under the hand of any one of the public
officers of the smd society or co-partnership, called
well and truly pay o1 cause to be paid to the said society or co-pa.rtnel-
ship, all and every such sum and sums of money as upon the balance of
any account curient, which now s, or at any time or times hereafter
shall be open between the smd 4 B and the said society or co-partner-
shup, shall or may, from time to time, be due and owing fiom or by the
sad 4. B., Ius executors, or admmstiators, together with all dis-
count, mterest, postage of letters, and commission, accordmg to the
usage and course of busmess, but nevertheless to the extent only of

prmeipal money, exclusive of mterest and costs, m
case such balance shall exceed the sum, and so that the above-written
bond or obligation shall, and may be, a contmuing security to the sad
society or co-partnership to the amount of £ prmeipal
money, besides such imterest and costs as aforesmd, notwithstanding
any settlement of account, or other matter or thng whatsoever, then
the above-written bond or obligation shall be void, otherwise, the same
shall remam m full force and virtue

Signed, sealed, and delivered

m presence of

The following 15 the form of cash credit bond used by one
of the banks m 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 use of banks established 1n
England -—

We, 4 B, ¢ D, and E F., consideung that the directors of
the bankmg company, established m Edmburgh, under the title of
the , have agreed to allow us credit upon a current
account, to be kept m the name of the samd 4 B, m the books of the
sad bank at its branch office m » or at such other
office or offices of the raxd bank as the dwectors thereof may from time
to tame appoint, to the extent of pounds sterling, upon
grantmg these presents; therefore, we, thesmd 4 B, ¢ D,and £ F,
hereby bmd and oblige ourselves conjomtly and severally, and ow heurs,
executors, and successols whomsoever, to content and pay to the
saxd ,or to » the present manager
of the said bank, o1 1o Ius s m office as for behoof of
the said bank, and the whole partners therem, or to the assignecs of the
saad bank, or of its smd manager, or us foresmd, the aforesaid sum of

pounds, or such part or parts thercof as tho smd 4 B,
Y 2
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shall receive or draw out by orders or drafts on the smd bank, m
virtue of the aforesaid credit, and elso such sum or sums of money
a8 the sad bank or its said manager shall stand engaged for on account
of me the smd 4 B, by accepted or discounted hballs, letters of credat,
guaantees, or m any other manner of way not exceedmg 1 all the said
sum of pounds, over and above what of the proper cash of
me, the saxd 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 mterest thereof from the time of
advance, until the same be repaid, and a fifth part more of the sad
prmepal sum of penalty, m case of fmlure, or proportionally effermg
to the sum due, and 1t 15 hereby declared, that a stated account, made
out fiom the books of the said bank, and signed by the manager, secre-
tary, or accountant thereof, for the time with reference to this present
bond, shall be sufficient without any other voucher to constitute and
ascertan a balance and change agamst us, and no suspension shall pass
upon the change so constituted and ascertamed, but on consignation
only And we consent to the registration hereof, m the books of council
and session, for others competent, that letters of horning, on sx days’
change and all other necessary execution, may pass upon a deerec, to
be mterposed hereto, n common form, and for that puipose we con-
stitute our Procurators

In witness whereof, the present written upon stamped paper by

IX.—Letters of Credit.
Y Granted by the Bank wpon 1ts Agents or Branches
L)

) BANKING COMPANY
To

S1r,—There has this day beenlodged at this office by.
the sum of for the credat of. ‘whose
drafts to that amount you will honour, and charge the same to the
account of the Banking Company
I am, S,
Your obedient Sexrvant,
£ Manager,
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(2)
BANKING COMPANY.
No.
To,
(Not Transferable )

Srr,—You will be pleased to credit;
mthesumof__ and chage the same to the
account of the Bankmg Company,
with this branch

I am, Sir,
Your obedient Servant,
£ Manager.
Entered, 4
(8)
o BANKING COMPANY.
Messrs

Parrs . 18

GENTLEMEN,
This letter will be p d to you by

to whom you will be pleased to pay to the extent of
deductmg your charges, and talang for your remmbursement his drafts
on this bank, which wall meet with due honour

I am, &c

(&)
GENTLEMEN,
You will be pleased to hold at the disposal of.
on hus bemg 1dentified, the sum of pounds
gnllmgs and, pence sterhng, less your charges, takmng i
remmbursement his draft on this bank, which will meet due honour,
such draft to be drawn on account of CREDITS ON AGENTS,

No Tam, &e
(5)
Messrs,
New York
This letter will be presented to you by Mr ,
whose favour we beg to establish a credit for pounds

sterlmg, You wall please hold this sum, or any paib thereof at s
disposal, less your usual charges, and take 1 exchange hus drafts upon
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this bank, which will be duly honoured It 1s understood that this
credit 18 to be avalable for one year from this date, at which period

of Mr ‘has not made use of it, you wall consader 1t can-
celled 'We shall forward you, m our next letter, the signature of
Mr. , to which we refer

I am, &e

X.—Deposit Receipts

These are receipts for money, upon which the bank allows
interest. The followng form may be used :

_BANKING COMPANY

18
No £
Recerved from. the sum of.
sterlmg to the eredit of his deposit account with the,
Bankmg Company
By Order of the Board of Directors,
Manager
Entered 4
BANKING COMPANY
18
No
Receved from. the sum of,

for which we are accountable with mterest at the rate of. per
cent per annum, on recerving days’ notice Interest to
cease from day of notice
TFor the Directors and Proprietors of the.
Banking Company
£ Manager

No mterest allowed unless the money remains three months

XI.—Requisition Notes

These are notes or memorandums which are 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 m use .—
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1)

RequIsTTION NoOTE

To be filled up by Parties desurung Recepts for Money deposited,
Letters of Credat, or Bulls on,

day of. 18 Spemﬂcal:zmt ‘gf léda‘;:;ey presented
5 o the Cashier
‘Wanted from the Banking
Company the M:
m favour of
for the sum of
Applicant
Entered £
(2)
LerTER OF CREDIT
Specification of Money 18
Wanted, the___ Bankmg Com-
Baa}]zlo:teg f England pany’s Letter of Credit on
Gold m favour of
Silver and Copper for
E-)li:l Notes Applacant.
. .
£
Entered to Credat of,
s (8)
PayMENT 10 CREDIT OF CURRENT ACCOUNT.
‘Speaification of Money 18
Paid to the Bankmng

Bank of England
Notes

Gold

Silver and Copper

Tocal Notes

Bills

£

Entered m the Bank’s Cash Book, £__

Company, the sum of
to be placed to the credit of
m cmaient account with said bank,

By.

Teller
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(4)
APPLIOATION FOR ACCOUNT.
Names of Persons composing the Firm.

Fom
B
Residence

Probable return £

Advance required £

Security proposed
Order of the Board per Mmute, } B

dated.
(5)
Brizs DIscOUNTED
By the Banlsing Company at
to on 18
|
No szylﬁ‘ii IPosLsge P?;’]i;llle Days.| AmEIREOf | pisount, Proceeds
] l 1
(6.)
THE BANK
APPLI0ATION FOR LETTER OF CREDIT
Date 18
Amount £ N

On what place

In whose name
Signatme and Address of Applicant _
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(1)
THE BANK
ArprrcATION ¥OR CIRoULAR NoTms

Name of Person to whom
Notes are to be payable }
Amount required £

Signature and Address of Applcant,

Date. 18

XIL.—A Letter
Summonwng a General Meeting of the Shareholders

BANKING COMPANY.
18,

BIR,

I beg leave to mform you that the Annual General Meeting of the
Proprietors of this Company, pursuant to the deed of settlement, will be
held at twelve o’clock on imstant, at the,

m ths place, for the purpose of electmg Directors, and for the despatch
of other busmess
A Dist of all the Propuietors quabfied for the duection by holdmg
fifty shares and upwards, 1s annexed
T am, Sir,
Your obedient Servant,
—_—___ Manager

Most large banks have also a printed form for their letters
of ordmary correspondence, as the following :—

(1)
SIR,
I beg to acknowledge the recerpt of your favour of the,
onelosing sundries £ and undue bills, £
" for the credit of your account  Your advices* have due attention
You axe credited for the following sums recerved,
I am, S,

Your most obedient Servant,

* Some country banks send their List of Advices i a punted form, on a
sheet separate from the letter These sheets can be pasted o1 gummed together
50 as to form a bools  The London bank 1s thus saved the tiouble of copymg
the advices mto a book, and avoids the chance of mistakes
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2)
° The M: of the Bank

SIR,
1 beg to acknowledge thereceipt of your favour of the
mstant, with the followmg enclosures
Sundries for the Credit of your Bank £,
TUndue Bills for depost,
do for.
Bulls for acceptance, and retum.

‘We take due note of your advices, and on the other side hand you
particulars of credits received on account of your bank At foot you
have statement of remrttances from your branches, and note of unpaid
bulls and sundries enclosed

I am, Sir,
Your most obedient Servant,
Generul Manager
Remuttances from Branches Unpaid Bills, &¢, returned Sundrics

Buanches Cash [ Billy Neme Amount | Notg

P |

l ;

|

Crredatsggecevved on account of the Banfng Comy
No Branches On whose Account By whom paid Amount

-
Sl
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(3)
To.

I beg to mnform you that I have this day 1ssued a Letter of Credut,
No on your House m favom of
for the sum of £ which be pleased to

honour on presentation

T am, &

(4)
‘We beg to hand you enclosed,
draft on. of. for
£, which we shall feel obliged by your collecting, and by
your remittmg the proceeds to this bank, less your customary charges.
T am, &e. *
&

° XIIL—Special Contracts.

Those joint-stock banks that are not formed under the
Act Tth Geo. IV. cap. 46, sue and are sued m the names of
their trustees.* And to enable them to do se, those parties
who open accounts with the bank enter into a special con-
tract. This may be done by a letter addressed to the tius-
tees personally, in a foum similar to the followmng .—

Tod B,C D,and E F
18

GENTLEMEN,

You that the L1 Banlung Company shall
pay to me whatever sums may be due to me on my current or other
accounts with 1t, T hereby agree, as a separate contract with you, to pay
to you o1 the smvivors of you, after demand, the balance, if any, which
shall at any time hereafter be due by me to the said Bankmg Company
on those accounts or otherwise.

I am, Gentlemen,
Your obedient Servant,

* These banks obtamed m 1844 the power of suing and being sued m the
names of their 1egistered public officers
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X1V.—Notices of Calls for further Payment on Shares.
BANKING COMPANY

18
Sig,
1 beg to mform you that the Boaxrd of Directors of thus Company,
agreeably to the powers contamed m clause No of the deed of

constitution of the Company, have made a third call of £,
per share on each of the shares i the Company, and that the same will

become payable on the of. next,
The certrficate for your share is af, , and will be
delivered to you on payment of £, , and m exchange for that now

in your possession

You will please to take notice, that all payments for calls must
be made fiee of postage, and in cash, on or before the of

. , otherwise they will not be recerved except with m-
terest at the rate of 5 Dgr cent per annum from that date

I am, Sir,
° Your most obedient Servant,
Qunager.

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 issue certificates at all, unless a party 1equest to
have some evidence that he 1s a shareholder.

(1)
BANKING COMPANY.

London, the__® day of. 8__
This 18 to certify, that.

ha ths day become Member of the, Bank, m

vespectof ___ Shaves of 1007 each, on which twenty pounds per
share have been pad

Durector
Examined.

Secretary.
Regstered.
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(2.5
BANKING COMPANY
CENTRAL BANK.

This 18 to certify that My 8
a proprietor of shares m the caprtal stock of the
Bankimg Company, on which per shaie has been paid. And

as the proprietor thereof, he 1s entitled to all benefits and emoluments
arismg fiom such shares, agreeably to the deed of settlement of the

company, dated the day of.
As witness our hand this, day of one thou~
sand eight hundred and
No.
Two of the Darectors
} of the Company
Registered

XVIL.—Deed, of Transfer.
This deed is executed by the buyer and seller of any shares
in the bank, after the directors have given their consent to
the transfer. The following 1s the form of this instrument —

This Indenture, made the_. day of. 8,
between, of . of the first part,
of of the second part, and

of the City of. , trustees (appomted

Dby the board of directors of the ____Bankmg Company)
of the covenant heremafter contaimed of the third part
‘Whereas the sad has become the purchaser,
with the approbation of the said board of dweetion, of ____ shaies
m the capital of the smid company on each of which shares the sum of
—pounds still remams unpaid
Now this mdenture witnesseth, thatgn consideration of the sum of
at or before the sealng and delivery of these presents

paid by the said to the saxd

the receipt of which said smn ot the saad.

doth Kereby acknowledge, and fiom the same and every part thereof,
doth release and for ever discl the sad s

heirs, exceutors, admmistrators, and assigns. the smd
_hath bargained, sold, and assigned, and by these presents
doth bargam, scll, and assign unto the sad____ his
executors, admmistrators, and assigns, all those the saad shares of his
the saad. m the capital of the
Banlng Company, and all benefits, advantages, powers, and privileges
attending the same, to have, hold, 1ccerve, and take, the smid shares
heieby assigned, and the smd benefits, advantages, powers, and privi-
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leges attending the same, unto the saud hus execu-~
tors, admimstrators, and assigns, for his and their own use and benefit
And the sad. doth hereby, for himself, his hexrs,
executors, and admimstrators, covenant, promise, and agree, with and to
the sad, and, ther executors
and admimstrators, that m respect of the share hereby assigned, and all
and every other share and shaves which the sad
may hereafter purchase m the capital of the said company, he, the said
hig hens, executors, or admmistrators, shall and
will, well and truly, m all respects, observe, perform, and keep, all and
simgular the covenants, agreements, and provisions, contamned m the
deed of settlement of the said company, bearmng date the _
day of 18___, so far as the same ought on his o1 then
parts to be observed, performed, and kept.
In witness whereof, the smd parties to these presents have hereunto
set thewr hands and seals, the day and year first above-wiitten
‘Witness to the identity and signature of

Signed, sealed, and delivered by.
In the presence of. e

MEMORANDUM.

It is needful that this document should be completed and left at the
office of the company without delay, when a cerfificate of the shares
will be given to the purchaser, mto whose name the shares cannot be
placed untal this regulation 1s comphed with

XVIL— Circular Notes issued by the London and Westminster
Bank
LONDON AND WESTMINSTER BANK

No Lertre pE CrfpIT CIROULAIRE pour £, Sterlg
o Londres, ce __18

& Messweurs les Banquaers,
Adsagnds dans nos Lettres & Indication
MESSTEURS,

Cette lettre vous serar1emmse par M. dont vous
trouverez la signature dang notre Lettre d'Tndication susdite. Je vous
prie de voulonr bien lwi compter sans frais quelconques, la valeur de

Tavres Sterlmg, au cours & usance sur Londies contre sa
traite cijomnte sur cette Bangue
J'a1 Phonneur d’étre,
Messieurs,
Votre trés-obéissant Serviteur,
I __Gérant

_ ___Secrétarre
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On the other side — .
LONDON AND WESTMINSTER BANK.

Londres,

A sept jours de vue préfix payez & Pordre de M.
Lavres Sterling, valeur regue.

[

. e 18 )
These Crreular Notes are accompanied by the following
Letter of Indication —

LETTRE D'INDICATION.
LONDON AND WESTMINSTER BANK.
Londres, ce 18

MESSIRURS,

Le Porteur de cette Lettre, M spour lequel
nous réclamons vos attentions, est mum de nos Billets de Change Ci-
culaires pour son voyage Nous vous prions de Im1 en fournir la valeur
sur son double acquit au coms du Change & usance sur notie place, et
sans déductions de frais

$11a ville ot 1l en touchera le montant n’a pas de Change dwect sur
Londres vous voudrez bien en combmer un avec la place cambiste la
plus voisme

Vous observerez que tout agio sur espéces d’or, ou d’argent, et tous
frazs extraordmaires dans le cas d'un remboursement mdirect dorvent
tro supportés par le porteur, et ne peuvent étre & notre charge.

Cette Lettre devant accompagner nos Billets Cireulaires doit rester
dans les mams de lenr Porteur jusqu’d leur épmsement

Nous avons honneur d’étre,
Messieuts,
Vos trés-humbles et trés-obéissants Serviteurs,

__ Gérant.

Secr étare

Foreign and Colonial Banks on whick the London and Westmnster
Bank issue Letters of Credit and Cu cular Notes

EUROPE.
Abbenille MM Henri Gavelle F Duleml Grimaux &
AuclyChapelle  Chanlior & Soheblor | Amnens MM {
ﬁix m\wl’mvunce (11‘) u{tlwnd'l‘.:.lsrcu(ndcl Amsterdam. (’ ‘ & bo tra
alilander Jo g erm n, Contra-
o i Anconn 1 el Tortn, No a1

Hexse Newman & Co
Altona Jl

B Va D Richou &
gf)mgg Elbe btrasse, i Angers . { uvo, 1chon
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J R Bischofftheyn
Antwerp MM { Jean Lows Lemmé &

C w Merhn, Rue
Athens { Cecrops, No 551 —
I’!.\lm
Augsburg de Stettm
Avranches gﬂge{\fi Jeune Fils
eyeL
BadenBaden + {6 ek & Co
Bagncreede]}lgone{ﬂn‘x‘moe"t & Mengi-
Basle . £ama,vn§t Scch Co a
Gerona Brothers, Clave
Barcelona, { % Co
Bayonne. Rodngues & Sal
A Grieg & Son.
Dergen . H}rmau D Janson,
Berlm . Schwklax Bnoth(«:u
Berne { Rue du Marché, Cuhe
7 Gmc\l-:ie& &
Besangon ‘acqual o
Blll‘?nﬂ:\)l:‘j Alﬂggn T Jones
Blos tal . Jé, Bhnchon
Bologna
Bcl(z)ggo ai) . F Tsch\u fshenthn.ler
Bonn Jonas Cahm, Weichser
‘ Hof, No 855
Bordeaux rton & Guestiel
Aiintm xi':I Co, Rue de
logne s/m { "Ecn, No 18
Bologne o/ Hafirethgue & Co
Bremen Schiudey, Jun
Breslau Eichborn & Co
Buest . imond Pesrou
Bruges JE& L dn Jardin
Brunn . J en B thers &
Brunswick . Lnbbecke rothers
Brugmn.nn TFils
Bucharest Halfon & Son
Cadis . John Duncan Shaw.
EERET
a1 Fils, Rue
Calms { Royale
Cambral N Bonsface & Fils
Cannes T Ry
Carlsbad xr
Carlsruhe G Muller & Co
(Hesse) Galdschmmc Brothers
Cephalonia (oman
E_Blouquer s &
Cetta et %'é}
Chambery 1etor Python
A__Mackenze, Hotel
Chamounix Umon o
Chaux-de-Fonds  Pury & Co
Cherbourg Mauger Fiéres
Christamia Carl Christensen
Christiansand Jacob Moich *
Civita Vecchia in‘}ve Brothers
n
Coblens . J H Kelumann
Coburg . Sch audt & Co
Corre (Girisons) Masner & Braun
Cologne J D Herstatt
Constance acawre & Co
Constantmople . Chnr!es s mmson& Co
Copenhagen Frohch & Co
riu . }son‘l;n Bank
trat .. an
g’:;ow . + A Hoelzel e

A Practical Treatise

Crenznach M § Sebler & Co, Hoch
E.\m*at, near Vichy Angte Bntm & Co
Dz.m]qmdt Zoeppuh
Dema . J Morand & Co
George Chupma.u, Rue
des ’I‘n bun:
Dieppe Osmon &Go
Plnce dn Tl\éﬁ.tn’,
Dyon . MAer, Guot & Co
Dman
Diammen . .Tumb Bowch
'+ W Bassenge & Co,
Dresden { i Marc]m Neuf No6
askel
Drontheim . . Je en«en & Co
Duseeldorf . %Bnagn Boeddinghaus &
Blberfla . § Vgador Heydi Kersten
Elscneur N & C Fenwick
Emden Y &B Brons
Ems . Becker & Jung
French & Co,
“Ism Tmun‘;, ng 14
Maquay  an "aken-
Florence ham i Tornabuons,
No &
Emanuelle Fenz & Co
Foix C Capdeville & Co

Gugel Koch & Co, 41,
Grosse Eschenh

Thankfort o/m Gasse
M SOA L\o Rothschild &

lrclbnrg m Bres-
‘g, Bad J oseph Stmher

re:bnr (S\m.z)
% Nu- {Feuclmvangex Bro-

rem rg)
Galatz . Ottoman Bank
Geneva Lombard, Odiex & Co
enoa Gmnef. Brown & Co
Ghent Bnnqua de Flandre
Gabraltar . + Axchbol C
Gothenbmg . D Ca
Guttingen. - " 1; eiwig &

Granada (Spam) {7 M Rodnguez y

Granville . . Bos%xd Grandmaison
Ghasse . Tlonoe Tmami
Gratz Chailes Gre
Grenoble Gné})l.nrd. Pere Tils &
Hague, The thﬂmé'ﬁ' s'cz sz?o
mtz &
Hamburg . {s:uomon Heine
Hanover . L & A&HL Cohen
Co
Havre . Dﬁenna Troteux
Koster, Vom Rath &
Hedalberg  .{ Co, 120, Westlels
Hngp
Homburg, Bahs of{ By o Goldschmut,
Honfleur G Duval aine
Innspruck I J Habtmann
Interlaken Ebeisold & Seiler
TIschl Carl Gottwald ;
Jena Julius Elkan
Kissingen H F Kugelmann
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Komgsberg MM C L _Andersch Parma MM G B Cam longh
Lm?;ﬁneg Chnrla Bugmon Patras . Toman po &
Co, Via orion e & Trdre
rra, No Pau { Musgrave Clay, Rue
Leghorn . Ma.qua.y, Pakenham & Latapm, 0 19
Smyth, Via Boira, | Perpignan .
No, 7 Pestis {c 3 Hatvense, Marsa
Lo o L My Brtemban &
uv: ‘encow juay Pake
Lidgo Rt T i Psa . { Siyth
Lale Rouze Mathon F Peverada
Lindau - E & T v Pfister Prague . Leopold Lamel
Tantz . J_ M Sche\]:enpogen Rastadt . r g}o Meyer
Eida Ratisbon Haymann & Co
Lisbon g6 bcholf.z Rovel Thomas Clayhills &
Locle . Pur, { Co . Son
L] M\ll er Biothers Rumart Pere & Fils,
Lucca facle D_Cosimo Rheuns Place de YHotel de
Sk 2R R . —
lowden & F1en lowden Cholmeley
Do Baths of {Maq\wy & Pakenhﬂm 150, No 231
Lucerne . Ma/c &: Co, Corso,
Lugano J d.al ng Rome
Lyons - Yeuve Guerm & Fils Mﬁmy, Pakenham &
adera Robert Bayman ker, Pz  du
Madud ope ey lfon & | Rostook o Ty e
mn, Roch oc! [ward
Magleburg et Rouen . Peonchet & Lamn¢
Malaga ke & Co Blankenheym
Malta . 1.)%n.s 11‘39.'1.:{H &hco & Spath, Jn]:z&NCO ! g.\(xau
(ohenemser , NO 52,0
Mannhemn . Son Salzburg positethe Hotel.
W_XKoster & Co duke Charles
A Francisco Alda;
arseilles Salavy Pere, Fils& Co | Schafthausen Carl Grf' Hunter
Layence G L Kayser Schwalbach., Berle
B M StrupP Seville Cahull, White & Co
Memel . Henry Fowler & Co enna Maqua.y & P;Lkanham
Mentone . L Bioves & Co myrna Hanso
essma . Caller & Co St Gall JJ Maﬁe\ Jun, erx-
Metz “The Nephew of F G ook illerth
Sumon t Malo
Mddleburg A H G Fokker mey Cuﬂlen
Milan G hBSIz Co B & z Eetexiburg i[ Ande&n;stg & Co
ou mer uentm . ecuyer & Co
Montpelher { q bastian J ose v I‘muoo Brunet
(0SCOW Co pa PR nrl Hayemal
unich R de Frm.hch & Co Stettn Goltdammer &Schleich
unster . A Schmedding & Son
ancy Jules E]le, Rue Drouot Stockholm Tome & Arf\vedaon
antes Gown Pére, Fuls & Co Stuttgard G H Kellei's Sons
C M de Rof thsohlld & | Stralsund F A Spaldmyg & bon
Naples N Son Strasburg . Ed Klose & Co
W}T J Turner & Co arbes Lacay Pere & Fils
Neuchatel Nigolas Du Pasquer & |y {7 Eneabtestiofa,
E Carlone & Co, nm i Emnuel JIayar, Lange
Nuce St Jean Bapfiste, Toplitz {
Aﬁi M;J,mn Ccz.rlone Toulon Courto &00 e d
18 e des
Nismes E. Baylo & Co ‘Toulouse Contehes, To 6
Nurembeig Leonad Kalb Tows « Gowm Fra
Odessa ahs & Co Trent Heer & Co
Oporto . D M Feuerheerd Jun Treves . Reverchon
& Co Treste J Colhoud & Co Tava
Orleans Ducrot Pére & Fils . FPeseator, No 1415
Ostend Bach & Co Tam . Tgna Broth
FPaleimo Thomas me hlle, Tiano & Mo-
( Callaghan & Co, Rue Valencia
Nauvs des Mutllm ns, hchlelin Brothers, Cam-
' Vemce della Fava, No
Fars D¢ Rothechuld Fréres Fos
Chas Laffitte & Co, Yeiona Smama Brothers
Rue Basse du Rem-  Vevay Genton & Co

part, No 43 is
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{ fl‘IrgJi Bxlo;detmann&Co wreugzﬁ M gglms Elkan
] 1esbaden arl Inle J
Vienna . AL l M T Weylkemhelm & | Wildbad . Wmn K .
Co Worms .« PJ Vu.lckenberg
Vichy . . Augte Butin & Co ‘Wurzburg G Ochm
Vigo l\lgxsendez, Baieena & | Zante éomrﬁlrd Basr;lh
ulthess &
Uteeht Viaer and Kol Zumch {
Warsaw S A Fraenkel
ASTA
Aleppo . John Kenned Jerusalem .+ M P Bergheim
Bagdad Heg (yo Shanghar { Agra and Umted Ser-
Beyrout: Heury IIe-LlLl & Co 8 Vice Ban
Canton . Gilman Trebizond « + Fias J Stevens
Hong Kong {Agm rﬁl Ummd Ser-
AFRICA
Btmk of Egypt D'Urban Natal Bank
Alexandre { % o Grahams Town  Tastern Province Bank
Algiers . I‘unquov)lle & Co Oran Ghraud Brothers
Carro § Bank of gyt J R Manegat & Co
e @ oa gm?rglmnwunx“g D e th Bank
ape of Good Hope o1t Ehzal o1t 1zl )
Cape Town { Cpe ! onenle Bruce, amalton & Co.
NORTH AMERICA
Barrie Bank of Upper Crm:u]u Bank of Upper Canada
Belloville Bank of Up}ic Can Montreal—conta . { Bt o6 SN 1
. B:mk ofl\ ont New York . « James G King’s Sons
Boston Ottawa Bank of Upper Canada
Brantford B:mk of Butlsh North 1’ Bank of Montieal
Amet Bank of Montrenl
Brockville Bank ot U pper Canada I’hu.ule!phm . S Morrg, Waln & Co
Charlotte Town {Bn mk of Prmce Ed- . Bank of Montrm]
ward’s Island Port Iona Bank of Upper C:
Chicago Bank of Montreal Bm\k crl Bumh Norzl\
Cmemnaty L& I‘a.yetfe Bank Quebec
Cobu % f Montreal Bauk af Uzper Canada
Detrox (Mmhlgan) I’enmsular Bank San Francisco . Davidson & Berr1
ont.real Sarma . Bank of Upper Canada
Gnelph Bank 0{ treal Simcoe Bn.nk of ) onereal
‘Halifax Bank of Brmsh North | St Catharines k of Montreal
. {U e St Julm (New Banl: of Bm:sh North
on. Bank of - mswic
Hahfax, NS fax St J ohn _(New- Cnmmel cu.l Ban of
Blmk of Bnitish North fonndl d) Newfoundland
Hamilton { e1ica Bank of Upper Canad:
Bsmk of Upper Canada Bank ol Blmsh Nou th
k f Brmsh North | Toronto . { Amg
Kingston B k fU Canada g»mk ofUpper Canada
ank o er Canada
Lindsay Bank of pp por Canada. | Ve1a Cruz { MeCal 1mont Bros & Co
Bn.nlz of Bnmh North | Vietorna  (Vane {Bm\k of British Noith
London Island) cn
B:mk oi Upper Canada ‘Washington Ragy
Mexico McCalmon? & Co Whtby li?of Montreal
Montreal {B&nk of Brihsh Nor’nh ‘Windsor Bn.nk of Upper Canada
SOUTH AMERICA
Bala . + Douglas, Latham & Co, | Rio de Janero Mand, Macgregor & Co
Buenos Ayres Maud & Co Rio Grande de Sul Maug & Co
{:’Iﬁw Video . " mr »
o ” »

Delotas
Porto Alegre

St Psmls »
Tampico Stewart T Jolly & Co
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EAST INDIES.
Agra and United Ser- | Agra and Umted Ser-
Agn . Sice Bonk Laore . { T T
Batavia (Java) Msalmne, Ws.motexa &Co | yoamow Corpora-
Umt Ser- lon
Bombay Ao Bk Mathas Aga and Dnited Ser-
it ” »
Soloniee G Stéuart & Co Mahrits Treland, Fr:sel &Co
Delhs Delhi Bank Corpora- | Pomt de Galle llso Clark & Co
Bor and Untted Ser. | o BiBO% - i ”“‘3%‘“’;55‘;
Euaches {Aﬁﬁ‘e Banie et S | gmter { e B -
‘WEST INDIES
Barbados Colonial Bank Demerara Colomal Bank.
Trimdad » { bice . »
Grenada » Jamaica  (Kmgs-
St Vincent » ’ ton) »
St Lucia » | Do éMontegoBa.y) "
Domuniea - | Bt Thomas M
Anty, » I 8t Crox »
St Katts » I
AUSTRALIA, Etc
Adelads Umgn Bank of Aus | it Agency . {Ba‘g\vk of New South
Bank othustmlnsw, TUnwon Bank of Aus-
Adolong Agency § ok of New South | gungtglinren {Bgfk ! ¢ New South
‘%k ot New South o x
eswic]
Albury Commeraual Banking | oo Commeraial Banking
Company of Sydney Gompxn{\of Sydney
Lond:tl: S‘I;m Bank Dembiquu . {Bnnk f
Aiarab Bm%k[of New South Ujé;on “Bank of Aus-
ales
Umolll Bank of Aus | Duedm {B&E‘Ivkl of New South
traha ales
Asckland i Bank of New South | puory §London Churt Banik
ales
Avoca Bank of Victona Bank of thor
( Bank of Victoria Echuca {Bmk of New South
Unmn Bank of Aus- SOI‘! ﬂ?IaAushah.m
Gawler
d Chart Bank of Bankmng Compan;
Ballarab. . . Lon o Bank of Victorra
Ba{;l}{ of New South nlg{l of Aus-
12
{ ponk of Australasia Geelon, London Chart Taunk
Tondon Chart Bankof g of Australia
Bakly “Australia | Bank of New Soutn
Bathust Dk, ow Sout { ponic oF Australasia
!B&mk of Victoria Goulburn . {Bn‘gn‘}clof New South
Begchworth. Emlélug; N:; U | Hamtton Ban'k of Victora
ank of Ausf asia 2,
lfast (Victorsay § Bank of Victorua Hobart Town {B“‘m‘kff Van Diemen’s
Batast (Voor) { B of neenton London Chart Bank
U“gnaBnnk of A Inglewood of Austral
Brishane Bank of New South Ba\]{”l;lg Hew South
@“““ o‘ A“m.dm‘gn Union Bank of Aus-
g:rmnzong Company ofSydney A & Bﬂ\?anlg New South
\ICOAr
Ban¥of Victoria Ipswich  (Queens- Bavnvklof New South
Union Bank of Aus- Tand) Bnnl? a}s‘. "Ans
Castlemaie tralia o tho pre ralasia
Bank of N' 8 Wales Kadma L uscMntmhxn
Bank of Australasia Banking pany

z 2
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Kuama .
Kiapor
Kyneton
Launceston
Lmton

Lyttleton .
Martland
Maldon

Maryborough

Melbourne

Morpeth
Mudgee
Napler

Nelson
Newcastle
Parramatta

Penrith
Perth

A Practical Treatise

Lerrers oF CREDIT

The Letters of Credut 1ssued by the London and Westmmster Bank
are specially addressed to particular Bankers. These documents also
bear two signatures

The commission and all charges on Letters of Credit ave to be paid
by the holders of such Letters, and the Banker payng them will take,
m rembursement, the draft on the London and Westmmster Bank of
the party m whose favour the Letter of Credut 1s granted for the amount
thereof only, and deduct huis charges when he pays ovex the money

The form of these letters 1s that given at page 325

Co Bank of New South
pan§\or Sydney Pleasant Creek les
Bn\gvkﬂat‘ South | port Adelade Umon Bank of Aus-
Bank of New South | Port Albert B&nk of Victoria
{5 Bank of Victoria
:Bzmk ofVan Diemen’s | porland Umon Bank of Aus-
Bﬂnk of New Scuth %imk o Auls ].; i
mmeicial Ban]
Umon “Bank of Aus- %‘;:“bm“ p Company of S Syaner
an
{B«mk of New South Red Bank {Londun Cl.\d.rt Bank
Bank of New South | pope South  Australian
Banking Company
Commercml ts it anking Umoim Bank of
pany o B
Bank of Azlsbmlgsmy Rodkhampton Bamk cf New Sonth
Bank of Victora
n.nk of New South | Sale Bank of Victoria
Bank of Victoria
n&ulé,ffvéﬁmm Bank Unt;gg& Bank of Aus-
Lou m_Chart Ban]
Sandhurt Bank ot New South
Cnmmercml Bm\kmg Wales
Company of Sydney Bank of Austialasia
[ Bank of Victos ( Umon Bank of Aus-
Umon Bank of Aus- tralia
tralia London Chart Bank
{'London Chart Bank
of Australia Sydney B:mk Df New South
Bank of New South ‘Wales
Wales Agra nnd Umbed Ser-
Bank of Australasia
cial Banking nkot Ausha.lasla,
{ Company of Syd.ney Talbot (late Back § London Chart Bank
{B&mk of New South Cheek) B fk tgmi}l South
T ank of New Sou
Union Bank of Aus- worth -, Wales
{ traha Togwoomba
gency » »
U%l_gﬁa]?oank of Aus- Wangana ot A
Ban\:' (gf New South | Wallarco . BanlanguCohmmpmy
{Bu‘%l of New South | Wangaratta Banle of New South
es
Bank of Victoria
Bank of Australagia ‘Warinambool
. Bank of A\lstmlasm.
.{Bank of NewSouth Tiow ok of -
Commercial Banking Wellington
Company ofSydney Bﬂ\‘llvkalegf New South
{Bank of New South | Windso N "
‘1 Wales W C Banling
Western  Austral { Company of Sydney
Bank Yass » »
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XVIIL.—d Tuble, showiny the Relatwe Value of Gold wn London (at the
Munt Price of 31 17s 103d per Ounce Standard) and n the Cibes of
Paris, Humburgh, and Amsterdam

PARIS HAMBURGH AMSTERDAM
Prce
Pro- per Sch
muum cts maie m mum
Per inthe Per | fmo the  Te Per
Fes Cts £ cent. Marcs Mos Sch £ cont. cent. Flor Cts, | Cents cent
0 2 1:1» g o a0 13 7; + 06 |13 11 93f ]
3+ M 2 ¥ 1 11
o, i 0 ion 4| 3 w | ¥ . ] 30
1, 18% 1 04 i 5, & 4 28 t » 96 3 -08
2 19p| 2 08 |41 138 | § 29 o 1 o8
2 5 208 3 12| % o, s | B
.22 | 4 16 J - g 40 o, 08| 2 1
8 o, 28| 5 20 L) 1 46 2 3 2
40 oap| 6 2¢ |az2 2 o2 | B 1
g{ » ;si ; gg + 3 138 i » 013 4 33
o 4 184
5t o, | 9 3| F 5 23 | & . 04| 5 &
g* » 24|10 o 433* B9 |6 27 |14 , 04 6 50
308 »
T o3| 12 4 i o £ o, i) T 58
I A I - i o» i o, 06| 8 67
£ 434 "
8 . 8 | 15 60 T $ » 08 9 7
9, 3 1 & i . r o, 09| 10 83
9} agy | 1 8 1
0 0 sil 18 12 s D310 §o» 03| 1 92
103, 41 19 6 E I + , 12 12 1
b3 424 [ 20 80 + o
FTTON 43: 21 84 i o, § » 18H 13 108
Lo, syl o 8 s, B, 3| 4 117
124 46 | 23 92 E I
3 ) ary| 24 96 P L
Bp 0 o48p| 25 1 [ + o, 3| 16 133
14 4908 | 26 104 (437 1311
My Tost| & o1os I § o, 1) 17T 142
1, 52p| 28 112 P £ , 20 | 18 150
164 , 534( 20 116 i
16, B4k| 30 120 |438 § » 24| 19 158
g, 8 | 31 1 [ 1, 22| 20 167
o, 87| 32 128 i
1y . 88y | 33 132 i Fo» 21| 20 17
B, o 1o | 1312 %, 2] 2 183
8 , 61 | 35 140 + ¥
9 62| 36 14 FO 2192
op o 6| ot 148 | 4 4 24 2
2 ., 64| 38 40, )
204 ., 66 | 3 156 ' s 308
21 67t 40 160 26 217
g;* » gg: 2% 225
E 28 233
23, 12
2 7 rap 29 242
noo. 30 250
24p  , 16
2, Tk
MerHODp OF Ust—(For example, take Paris )—Ascertamn the }n-em)um on gold at
Paus—say 9 per mille, m the left-hand column, nig;nst 9, will be found the rate of ex-
change per pound sterhng produced franes 26 37} om that rate, deduct the exchan
London sts%rt—asay frangs 25 274, leaving a remamnder of 93 centimes per pound sterl “ﬂlﬁl
In the second column 1t will be found that 94 centumes 1n the pound steilng are eqn
to_39 per cent , consequently, gold 1s 39 per cent dearer 1 Pans than in London
NoTE—If the rate of exchange produced by dgolﬂ in Paris be lower than the exchange
at short on London, gold will be dearer mn London than in Paris
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XTIX —A Table of English Money reduced wnto
PRUSSIAN FRANKFORT DUTCH FRENCH
COLN. COIN cowy COIN
At6th 20sg | llgul 54kr | 12gwmld | 25f l0cts
- 7 7
£ |8 | d |Tha |Sq |Pf|Gul |Kr |Ha|Gld Cis| Fr |Cts
- 1 10 3 05 10
. o] 2 1] 8 6 10 20
. .1 38 21 6 . 9 .15 31
. . 6 5 17 . 30 62
. 1 .| 10 . |85 60 125
2| . 20 | . 1|11 1120 2151
I - N 1] .. 1147 . 1|80 3,76
o4 1110 - 2|22 2140 5102
. 5 1|20 2 | 58 3 6|27
w10 . 3]10 5157 . 6 12 | 55
(15 . 5 8|55 . 9 18 | 82
1. .“ 6| 20 11 | 54 12 25 | 10
20 | . 18110} . 23 | 48 24 50 { 20
31 . . 20 . 35|42 .. 36 75 | 30
41 . 26 | 20 47 | 36 48 100 | 40
51 . 33|10 59 | 30 60 125 | 50
6 40 71 | 24 T2 150 | 60
7 46|20 | . 83 |18 . 84 175 | 70
8 . 53 | 10 95 | 12 96 200 | 80
91 . ] . ) 107 | 08 108 225 | 90
10 . 66 20| . [119 120 251
20 133 | 10 238 240 502
30| . 200 . | 857 860 | .. 758
40 | .. 266 | 20 476 480 1004 | ..
50 . 333 | 10 595 . 600 1255
60 400 714 720 1576 | .
70| .. | .. | 466 | 20 833 840 1757
80 .. | 583 | 10 952 960 | .. | 2008

PrussiaN Corv —Thaler, Silbergrossch, and Pfenmng

1 thaler = 30 silbgr.

Frankrorr.—Gulders, Kreutzers, and Hellers.

1 gulder = 60 kveutz

Duror —Gulders and Cents
1 guild = 100 cents

Brreroy anp Franoe —Francs and Centimes
1 franc = 100 centimes

1 slb = 12 pfennmngs

1 kreutz = 4 hell
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Value at which the followwng Cowns are generally curtent.

FRANK- Brierox
_ PRUSSTA. Horraxp AND
TORT. FriNCE
Th | 8y. |Gl | Er, |Gl |Cent | Fi |Cent
Soverergn . . . . . .| 612011150 |12 25| .
Enghsh Shillmg . . - |10]. (35 58| 1|20
Dutch 10-guilder-piece 5120 | 954110 21| 16
Ducat e e e e 3 4| 5,380 | 5601160
Gulder. . . . . . .. 17 15881 1 2111
Fred d'Or. . . . .| 5|2} 94| 9|80 |21
Prussian Thaler . L1 1145| 1(70| 3|70
French Crown Thaler . .| 1|16| 2|44
Braband ditto . . L 1i16) 242 265 . .
Convention datto. . . .| 1[10] 224 P I
Piece of 20 Kreutzers . . 6 24 ol
20-fianc Piece . . 5012} 9,80 | 95420
5-fiane ditto . . L] 1f10) 2(20) 2|35 5.
1-fiunc ditto . 8 28 481 11 ..

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 bemg a Compen-
dium of Mercantile Tables, British and Foreign Moneys,
Weights, and Measures, and the Theory and Practice of Ex-
change.”  (Smopkin, Marshall & Co) We thmk also this 1s
a proper place to mtroduce the following account of the
origin of English Coins :—

“PouNp —Though a pound 1s one of the most common denommations
for money, 1t never was a real com, ether m gold or slver, m any age
or country Such large and ponderous coms would have been 1 many
respects meonvement But for many ages, both m Britam and m other
countries, that number of small coms which was denommated a pound
m computation, or a pound i sele, really contamed a pound of silver,
and they might have been and frequently were weighed, as well as
numbered, to ascertam their value If the number of coms that were
denommated a pound m sale did not actually make a pound 1 weight,
an additional number of coms were thrown m to make up the weight

«MoNeY was comed m the Temple of Juno Moneta, whence our
Enghsh word moncy

“ CorN —Coin (cuna, pecunia) seems to come from the French coign,
1 e angulus, ‘a corner,” whence 1t has been held that the most ancient
sort of comn was square with corners, and not round as 1t now 1s

CasE —Cesh m a commercial style sigmfies the ready money which
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a merchant or other person has at his prgéent disposal, and 18 50 called
from the French term cassse, 1 e. ‘chest or coffer,’ for the keepmg of
money.

« GuinisA.—This com took 1ts denomination Guanea, because the gold
whereof the frst was struck was brought fiom that pait of Africa so*
called, for which reason 1t ikewise formerly bore the mpiession of an
elephant,

«The value or rate of the gumea has varied It was first struck on
the footing of 20s , but, by the scarcity of gold, was afterwards advanced
to 21s 6d , and agan sunk to 2ls.

« ANgeL —The angel, called m the French angelot, was a gold com |
value 105, struck m England, where some few are still to be seen m the
cabmets of the curious It had its name from the figure of an angel
represented on 1t, which figure was adopted, accordmg to Rapm and
othe1s, to commemorate a pun of Pope Gregory the Great, which seems
to have greatly flattered the vamty of the nation Stiuck with the famr
complexions and bloomng countenances of some Anglo-Saxon captives
‘who had been brought to Rome, he mqured of what nation they were,
and what they weve called, and bemg answered Angles— Justly be they
so called, quoth he, ¢ for they have angel-like faces, and seem meet to be
made co-hewrs with the angels 1 heaven’ .

“ SmrrriNg *—The etymology of the word seylling would lead us to
suppose 1t to have been a certam gquantity of uncomed silver, for
‘whethex we derive 1t from peylan, < to divide,” or peeale, € a scale,’ the 1dea
presented to us by exther word 1s the same, that 1s, so much silver cut
off, as m China, and weighing so mueh

“There were none comed till 1504 Faban mentions them under
therr proper names, 34 Henry the Eaghth.

« A TesrER.~—Tester 18 derrved from the French word #éte, “a head )’ a
plece of money stamped with a head, which m old French was called
<un testion,” and which was about the value of an old Enghsh sixpence
‘ Tegter’ 1s used by Shakspeare

“ Tester, sixpence, from testorn, French, an old silver com, formerly
worth 124 , smking by degrees to gilt brass, and sixpence
= « Groar —Other nations, as the Dutch, Polanders, Saxons, Bohemians,
French, & have likewise tho groats, groots, groches, gros, && In the
Saxon times no silver com bigger than a penny was stiuck m England,
nor after the Conquest until Edward the Third, who, about the year
1351, comed grosses, 1 e groats, or great preces, which went for 4d , and
so the matter stood till the reign of Hemy the Eaghth, who, m 1504,
first commed shillmgs ~ *

“ PENNY, HarrpENNY, FARTEING,—Camden derives the word ¢ penny’
from the Latm pecunza, < money.’

“ The ancient English penny, pensg, or pening, was the fivst silver com

¥ The floun or 25 prece was fitst 1ssued 1 August, 1849
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struck . England ; nay, and the only one current among our Sazon
ancestors, as 1s agreed by Camden, Spelman, Dr Hicks, &e.

“The penny was equal m weight to our three-pence, five of them
made one shilling, or seilling, Saxon, thuty, a maik, or mancuse, equal
to our 7s 6d.

“Untl the time of King Edward the First, the penny was struck with
a cross so deeply mdented m 1t, that 1t might be easily broke, and
parted, on occasion, mto two parts, thence called kalf-penues, or nto
{four, thence called fourthings, or farthings But that prmee comed it
without mdenture, m hieu of which, he first struck round halfpence and
farthings

“He also reduced the weight of a penny to a standard, oidermg that
1t should weigh thirty-two giams of wheat, taken out of the middle of
the ear This penny was called the penny sterling Twenty of these
pence were to weigh an ounce, whence the penny became a weight, as
well as & com

“The penny sterlng 15 now used less as a com, and subsists chiefly
as a money of account, contaaming the 12th part of a shillmg, or the
240th part of a pound **

XX.—Form of Bond of the Guarantee Society.

Public Compunies Form AGREEMENT,
£ No }

* GUARANTEE SOCIETY.

ARTIOLES OF AGREEMENT made and entered wnto the day of
w the year of our Lord one thousand ewght hunched
and , between the thiee Directors of the Guaramtee
Socvety, whose numes are hereunto subscribed, on the part and on behulf
of the sard Socvety of the first part, and of the
second, part
Whercas the sad parties hereto of the second part have Preamble
apphed to the smd Guaiantee Society for a guarantee to the
extent of pounds, agamst any loss to be sus-

tamed by the said by or through any
fraud or dast sty of. of

while employed by thesad 1 the capa~
city of. . And the smd society have

agreed to enter mto such Guarantee accordingly, on the texms

and suhbject to the provisions and conditions heremn contamed

and hercunder wirtten Now these presents witness, that m Comdem-
consideration of the premises, and of the sum of e

paad on behalf of the sad as & premivm

for such guarantee from tho day of

* Fiom ‘ Notes of a Bookworm*
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until the day of , one thousand
eight hundred and , both melusive, bemng one
Guuantee  year and part of another year. It 1s hereby agreed and de-

clared, that from the said day of
to the last day of and thence for one year,
. widelicet to the last day of. , one thousand eight

hundred and melusive, and for every succes-
sive teem of twelve calendar months for and m 1espect of
wiiach the premmumof __ shall be pmd to the said
society, and the said society shall agree to accept the same
(such payment to be made on thelastdayof ___
in each year, or withmn fifteen days thereafter, at the office
of the Guarantee Society) during the service of the smd
1 the capacity aforesaid, the funds and
property of the said socicty shall, on the terms and subject to
the provisions and conditions herem contammed and hereunder
written, which are to be taken as part of this agreement, and
subject also to the provisions of the deed of settlement of
the saad society, be lLable to pay and satisfy unto the said
at the expwation of three calendar
months after satisfactory proofs and full particulars of the
loss, and of the natwie and extent thereof (verified, if the saad
society shall so requue, by declaration under the statute of
5&6 Wm IV ¢ 62), shall have been 1eceived af the office of
the said society All such loss not exceedng
pounds (provided such loss shall have happened within
cighteen calendar months next preceding the receipt of such

proofs and particulars) as the saad may
sustam from any fraud or dishonesty of the said.
to be commutted after the said day of

and durmg s umnterrupted contmuance m

Noticeof  the saud service m the capacity aforesmad Provided always
e o ben that the saxd. shall withm ten days after
fendays  the discovery of any matter m respect of which any claim may
be iptended to be made, give notice, m witing, at the office of

the Guarantee Society, of such imtended claim, and as far as

the case will admut, of all the particulars thereof, and from

and after such discovery, the guarantee heiem contamed shall,

as to loss by any act of fraud or dishonesty subsequent to such

seemity  discovery,be at an end Provided also, and 1t 15 hereby agreed,
fow gven to that the funds and property of the smd society for the time
and property bemg remamnng undisposed of, and mapplicable to prior
of the s00iety laxms and demands, accordmg to the provisions of the smd
l‘;‘;gﬁ“;{m& deed of settlement, shall alone be subject to any clarm m
respect hereof, and that neither any dnoctor executing these

presents, nor any proprietor or holder of shares m the capital
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of the saxd society, shall be mdividually liable in respect of any

such claim, or under this agreement, beyond so much of the

amount of the shaies then held by im or her m the saxd

capital, and not subject to prior clams and demands, as shall

not for the time bemg have been paad up  Provaded also, and Soaety to

1t 18 hereby agreed and declared, that the saad ;pfo‘;‘;‘c"lf;e

shall, m case of makimg.any such claim m writing as aforesaad,

forthwith, upon bemg required by the smd society, when

lawful, arrest the said. for any offence or

offences that he may have commutted, m 1espect of which such

clamm shall have amsen, and personally appear upon any

exammation or exammations of the said

and at his trial, and m that case the said society shall be at

Iiberty, at ther own costs and charges, to cairy on any prose-

cution or prosecutions for such offence or offences, and to

commence and carry on, 1 such name or names as they may

be advised, and for then own benefit, any actions, smts, or

other proceedmgs agamst the smd______ fo

the recovery of any moneys or chattels lost by ns fraud or

dishonesty, or for damages m respect thereof,

bemg hereby mndemmfied agamnst all costs, charges, damages,

and expenses m respect of such prosecutions or other pro-

ceedmgs And 1t 1s further agreed and declared, that when Any poy-

any such loss shall have been satisfied by or on behalf of the Henser .

sa1d society, an mdorsement in satisfaction of all claims shall fraud or dis-

‘be made hereon, and signed by the person or persons to whom odonia

the amount of such logs shall be pard or satisfied, and there- “m““,:“d

upon these presents shall be given up to and for the benefit of sents gven

the smd society, to be of no further force or effect agamst gog;.emyh

them In witness whereof, the smd parties hereto have here-

unto subscribed their names the day and year fiust ‘above

written

Watness to the ssgnatures of j
the three darectors l

Watness to the tures of {

above named.

CONDITIONS OF ASSURANCE

Tn the event of any loss for which the society shall be hable, such loss
shall be borne by the society, rateably only, and m common with any
other person or persons who have aheady, or shall heieafter durmg the
contmuance of this guarantee, become securty for the sad _

m the service or employment above mentlonetl according
to the amount for which each shall be guarantee
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The above agreement 18 subject to the condition that the answers
which have been given and signed by the smd
and by the sad to the questions lettered from
4 to 1, both mclusive, submitted by the society, and contamed m a paper
called “ Form of Proposal for Guarantee,” and dated
are m all 1espects true and correct, otherwise the said agleement to be
vod

That no premmum shall be 1eturned under any circumstances after
the signing of the above agreement

Examaned and registered,

XXTI — Government Annuitees.

The followmg 15 the Government Table, and shows the sum requred
to be paid for an Tmmediate Annty of Twenty pounds, and m propor-
tion for any sum not less than 47 nor exceeding 807. per annum

AGE £ & d AGE, £ 8 d
If 15 and under 16 877 15 6 If 48 and under 49 271 0 4
6, 17 | 374 4 1 49 , 50 | 265 1 4
17 » 18 370 16 7 50 " 51 259 0 4
18 » 19 367 14 6 51 » 52 252 18 11
19 » 20 364 19 11 52 ” 53 247
20 » 21 362 12 2 53 » 54 241 5 11
21 » 22 360 10 5 54 » 55 285 12 7
22 » 23 359 0 4 55 » 56 230 1 5
23 » 24 857 12 6 56 ”» 57 224 11 8
24 » 25 356 4 7 57 ” 58 219 3 8
25 » 26 354 15 3 58 » 59 21315 9
26 » 21 353 0 59 B 60 208 6 2
27 n 28 31 1 8 60 » 61 202 14 4
28 » 29 348 17 1 61 » 62 196 17 &
29 » 30 34 5 62 » 63 190 14 11
30 " 31 843 18 10 63 » 64 18¢ 8 0
31 ”» 32 84 5 64 » 65 178 1 0
32 » 33 838 9 5 65 » 66 171 14 2
33 » 34 335 911 66 » 67 165 7 §
34 " 35 332 6 9 67 » 68 159 9 1
35 » 36 328 19 11 68 " 69 153 12 0
36 » 37 325 911 69 » 70 147 16 2
37 » 38 821 17 7 70 ” 71 142 2 6
88 » 39 818 211 71 » 72 13611 9
39 N 40 814 6 7 72 " 73 181 8 7
40 » 41 810 7 9 73 » T4 125 14 8
41 » 42 306 510 74 » 75 120 1 5
42 » 43 301 18 6 75 » 76 114 4 7
43 » 44 297 710 76 s il 108 4 3
44 » 45 292 12 6 i » 78 101 7 3
45 » 46 287 12 6 78 ”» 79 9t 11 10
46 ” 47 282 7 10 79 80 88 110
47 » 48 276 16 0 80 uranygmtarugo ;8 14 10

Anmnuities on the above terms are granted by the Savings Banks
By the Act 10 Geo IV. ¢ 24, the Commussioners for the Reduction of
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the National Debt are empowered to grant ife annmties and annuties
for terms of years The terms vary accordmng to the price of Stocks
Tables can be obtamed on application at the National Debt Office, O1d
Jewry, London

XXIT —Comparatwe View of the Eapectation of Lzfe according to the
dufferent Tables of Mortality

Government Annwitants

Age Northampton |  Carlisle
Male Female
- 0 2518 38:72 50°16 5551
1 82 74 44-68 50 13 55 59
5 40 8¢ 51 25 48 93 54 28
10 3978 48 82 45 57 51 05
15 36 51 45 00 41 76 47 19
20 33 43 4146 38+39 43-99
25 3085 87 86 85:90 40 81
30 28 27 34 31 33 17 87 57
31 27+76 3368 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 3% 96
35 25 08 31 00 30 17 34 31
36 25 16 30 32 29 5t 33 68
37 24 64 29 6+ 28 91 33 04
38 24 12 28+96 28 28 32-40
39 23 60 2828 27 65 81 76
40 23 08 27 61 27 02 31 12
41 22 56 26 97 26 39 30 46
42 22 0t 26 3+ 25 7k 29 81
43 21 54 25 71 25 08 29 14
44 21 03 25 09 21 42 28 48
45 20 52 24 46 2375 27 81
50 17-99 21 11 20 30 24 35
55 1558 17 58 17°15 20 79
60 13 21 14 84 1439 17 32
65 10 88 1179 11-63 14-00
70 860 9 18 9+22 10 99
75 6 54 701 712 846
80 475 551 4 94 6 50
85 837 412 312 4-84
90 241 328 195 2 83
95 075 3 53 118 155
100 2°28 0 50
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—A Tuble indicating the rate per cent , ywelded by Shares or Stocks,

at thew Market Prices
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ExXprLANATION —If 1t be wished to ascertan how much meome
’(":‘m, ‘will be seen, “£3 55 11d,,” which 15 the answer
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XXIV —8ettlements at the Clearing-house.

If a bank owes money to the Clearing-house, the settle-
ment is made by a cheque in the following form on the Bank
of England :—

No 1)
SETTLEMENT AT THE CLEARING-HOUSE
London, 18

To the Cashiers of the BANK of ENGLAND,
Be pleased to TRANSFER from our Account the sum of

and place 1t to the credit of the Account of the Clearing Bankers, and
allow 1t to be drawn for, by any of them (with the knowledge of either
of the Inspectors, signified by s countersigning the Diafts)

£
For which the bank signs the followmg certificate —

No 2)
SETTLEMENT AT THE CLEARING-HOUSE

BANE oF ENGLAND,
18

A TraNsFER for the sum of.

has this eveming been made at the Bank, from the account of Messrs
to the Account of the Clearmg

Bankers.
For the Bank of England,

£ .

This Certrficate has been seen by me,

Inspector
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If a bank has to receive money from the Clearing-house,
the settlement is made in the following form addressed to °
the Bank of England -—

(No 8)
SETTLEMENT AT THE CLEARING-HOUSE

ZLondon,
To the Cashiers of the BAxk of ENGLAND,

Be pleased to oreDIT our Account the Sum of_

18

out of the money at the crecit of the account of the Clearing Bankers
£

Seen by me,
Tnspector at the Clearing-house

For which the Bank gives the following certificate —

No. 4)
SETTLEMENT AT THE CLEARING-HOUSE
BANE oF ENGLAND,
18
The account of Messrs
has this evening been ¢REDITED with the Sum of.

out of the money at the eredit of the account of the Clearing Bankers

For the Bank of England,
£

To distinguish readily these forms from each other, Nos.
1 and 2 are on white paper, Nos. 3 and 4 on green.
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ANNO DECIMO OCTAVO & DECIMO NONO VICTORIZ REGINZE,

Cap, LxviL

An Act to facilitate the Remedies on Bills of Exchange and
Promissory Notes by the Prevention of frivolous or ficti-
tious Defences to Actions thereon.

[98rd July, 1855 ]

“WaEREAS boné fide holders of dishonoured Bills of Exchange and Pro-
mussory Notes are often unjustly delayed and put to unnecessary ex-
pense mrecovermg the amount theieof by reason of frivolous or fictrtious
defences to actions thereon, and 1t 18 expedient that greater facilities
than now exast should be given for the recovery of money due on such
bills and notes Be 1t enacted by the Queen’s Most Excellent Majesty,
by and with the advice and consent of the Lords spiritual and temporal,
and Commons, m this present Parhament assembled, and by authorty
of the same, as follows

From Oct. 24, 1855, all Actwns upon Bills of Exchange, &c , may be by
Wrat of Summons as Form in Schedule A.  Plawntyf on filing Afidavit
of personal Service, may at once swn final Judgment, as Form wn
Schedule B,

1 Fiom and after the Twenty-fourth day of October, One thousand
eight hundred and fifty-five, all actions upon Bills of Exchange or
Promussory Notes commenced withm six months after the same shall
have becowne due and payable, may be by writ of summons m the
special form contamed m Schedule A. to this Act annexed, and mdorsed
as therem mentioned , and 1t shall be lawful for the plamtiff, on filmg
an affidavit of personal service of such writ withm the jurisdiction of
the court, or an order for leave to proceed, as provided by the Common
Law Procedure Act, 1852, and a copy of the wrib of summons, and the
mdorsements thereon, 1n case the defendant shall not have obtamed

VOL. L 2 A



364 Appeniuz.

leave to appear and have appeared to such writ accordmng to the
exigency thereof, at once to sign final judgment m the form contamed
m Schedule B to thus Act annexed (on which judgment no proceedmg
in error shall lie) for any sum not exceeding the sum mdoised on the
writ, together with mterest, at the 1ate specified (af any), to the dato of
the judgment, and a sum for costs to be fixed by the masters of the
superior comts or any three of them, subject to the approval of the
judges thereof or any eight of them (of whom the Lord Chuef Justices
and the Lord Chief Baron shall be three), unless the plamtiff claim mores
than such fixed sum, m which case the costs ghall be taxed m the
ordinary way, and the plamtuff may upon such judgment issue execution
forthwath,

Defendant showwng a Defence wpon the Merits to have Leave to appear.

II Ajudge of any of the said courts shall, upon application withm
the pertod of twelve days from such service, give leave to appear to
such writ, and to defend the action, on the defendant paymng into court
the sum mdorsed on the writ, or upon affidavits satisfactory to the
judge, which disclose a legal or equitable defence, or such facts as
would make 1t meumbent on the holder to prove consideration, or snch
other facts as the judge may deem sufficient to support the applhieation,
and on such terms as to secuuty or otherwise as to the judge may
seem fit

Judge may, under specal Cu 7 set asede Jud, 7.

TII After judgment, the Court or a judge may, under special cireum~
stances, set aside the judgment, and, if necessary, stay or set aside
execution, and may give leave to appear to the writ, and to defend tho
action, if 1t shall appear to be 1easonable to the court or judge so to do
and on such texms as to the Court or judge may seem just.

Judge may order Bull to be deposited with Officer of Court in
certarn Cases

IV. In any proceedings under this Act 1t shall be competent o the
Comt or a yudge to order the bull or note sought to be procceded upon
to be forthwith deposited with an officer of the court, and further to
order that all proceedmgs shall be stayed until the plamntiff shall have
given security for the costs thereof.

Remedy for the Lecovery of Expenses of noting Non-acceptance of
dishonoured Bidl. .
'V The holder of every dishonoured ball of exchange or promissory
note shall have the same remedies for the 1ecovery of the expenses
meurred m noting the same for non-acceptance or mon-payment, or
otherwise, by veason of such dishonour, as he has under this Act for the
recovery of the amount of such hill or note,
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ITolder of Bull of Eerchange may 1ssue One Summons agamnst all or any of
. the Partus to the Bill.

VI The holder of any bill of exchange or promissory note may, 1f he
think fit, 1ssue one writ of summons, according to this Act, agamst all
or any number of the parties to such bill or note, and such wut of
summons shall be the commencement of an action or actions agamnst the
parhies therem named respectively, and all subsequent proceedmngs
agunst such respective parties shall be m like manner, so far as may be,
as 1f separate writs of summons had been 1ssued

Common Law Procedure Acts and Iules wneorporated with this Act.
VII The provisions of the Common Law Procednre Act, 1852, and
the Common Law Procedure Act, 1854, and all rules made under or by
virtue of erther of the smd Acts, shall, so far as the same are or may be
made applicable, cxtend and apply to all procecdings to be had or taken
under this Act

Act to apply to Courts of Common Pleas, Lancaster and Durham.

VIII The provisions of this Act shall apply, as near as may be, to
the Court of Common Pleas at Lancaster and the Court of Pleas at
Dwham, and the judges of such courts, bemg judges of one of the
superior Courts of Common Law at Westmmster, shall have power to
frame all rules and process necessary theieto.

Ier Magesty may durect Act to apply to Cowrts of Record wn England
and Wales.

IX. It shall be lawful for her Majesty from time to time, by an order
m council, to direct that all or any part of the provisions of this Act
shall apply to all or any court or courts of record m England and Wales,
and within one month after such order shall have been made and pub-
lished m the London Gazette such provisions shall extend and apply m
manner divected by such order, and any such order may be, m ke
manner, from time to time altered and annulled; and n and by any
such order her Majesty may diect by whom any powers or duties mei-
dent to the provisions applied under this Act shall and may be exercised
with 1espect to matters i such court or courts, and may make any
orders or regulations which may be deemed requisite for carrying into
operation m such court or courts the provisions so apphed

Eatent of Act.
X. Nothmng i thie Act shall extend to Treland or Scotland
Short Tutle.
XI In citing this Act m any mstrument, document, or proceeding, 1t

shall bo sufficient to use the expression, “ The Summary Procedure on
Bills of Exchange Act, 1855.”
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ScEEDULES referred to 1n the foregoing Act.

A,
VioroRIA, by the grace of God, &e.

To . D, of , m the county of . We warn
you, That unless within twelve days after the service of this writ on
you, melustve of the day of such service, you obtamn leave from one of
the judges of the Courts at Westmmster to appear, and do within that
time appear m our Court of m an action at the swt of
4. B., the said 4. B. may proceed to judgment and execution

‘Witness, &e.

Memorandum to be subscribed on the Writ.
N B —This writ is to be served within six calendar months from the
date hereof, or 1f renewed, from the date of such renewal, mcluding the
day of such date, and not afterwards.

Indorsement to be made on the Wit before Service thereof.

This writ was 1ssued by # F., of , attorney for the
plambiff.  Or, Tlus writ was 1ssued m person by 4. B., who 1esides at
[mentwon the city, town, or parish, and also the name of the hamlet, street,
and number of the house of the plawmtyf’s resudence].

Indorsement
The plaintaff clams [ pounds principal and interest],
or ‘pounds balance of prmeipal and mterest due to um as

the payee [or mdorsee] of a bill of exchange or promissory note, of which
the following 18 & copy —

[Here copy Wl of exchange or promassory note, and all indorsements

upon 1t]
And if the amount thereof be paid to the plaintiff or his attorney
within days from the service hereof, further proceedmgs
will be stayed

Norror .

Take notice, That if the defendant do not obtaim leave from one of the
judges of the courts withm twelve days after having been served with
this writ, mclusive of the day of such service, to appear thereto, and do
within such time cause an appeaiance to be entered for him m the
court out of which this writ 1ssues, the plamtiff will be at hiberty at any
time after the expiration of such twelve days to sign final judgment for
any sum not exceeding the sum above claxmed, and the sum of
pounds for costs, and 1ssue execution for the same.
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Leave to appear may be obtained on an application at the Judges’
Chambers, Sexjeants’ Inn, London, supported by affidawit, showmg that
there is a dofence to the action on the memts, or that 1t 18 reasonable
that the defendant should be allowed to appear 1n the action

Indorsement to be made on the Writ after Service thereof.
This writ was served by X. ¥Y.on L M (the defendant or the de-

fendants), on Monday the day of 18,
By X. 7.
B
In the Queen’s Bench.
On the day of 1n the year of our Lord
18 [Day of sugning Judgment].
ExorAnD (to wit). 4 B m lis own person [or by s

attorney] sued out a writ aganst ¢ D, mdorsed as follows —
[ITere copy wndorsement ¢f Plaantyff’s Olaam.]
and the saxd ¢ D has not appeaved :
Therefore 1t 13 considered that the smd 4 B, 1ecover aga.msﬁ the
sad ¢ D, pounds, together with pounds for
costs of sux‘ﬁ

ANNO DECIMO OCTAVO & DECIMO NONO VICTORIZ REGINZ,

Cap, oxXXIIL

An Act for Limitmg the Liability of Members of certam
Joint-stock Companies,

[14¢h dugust, 1855 ]

‘WrEREAS 1t is expedient to enable members of jomt-stock companies
to lumut the hability for the debts and engagements of such companies
to which they are now subject be 1t therefore enacted by the Queen’s
Most Excellent Majesty, by and with the advice and consent of the
Lords spiritual and temporal, and Commons, m this present Parhament
assembled, and by the authority of the same, as follows.

Mode of obtavrang Lumated Luability by future Companses.

I Any jomt-stock company to be formed under the Act of the eighth
year of her Majesty, chapter one hundred and ten (other than an
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assurance company), with a captal to be divided mto shares of a
nominal value of not less than ten pounds cach, may obtam a certificate of
complete registration with limited Lability upon complymng with "the
conditions followmng, m addition to domg all other matters and thmgg
now required m order to obtam a certificate of complete registration,
that is to say,

(L) The promoters shall state on thewr returns to the office for
provisional registration that such eompany 18 proposed to be
formed with lmited hability

(2) The word “lmited ” shall be the last woxd of the name of the
company .

(8) The deed of settlement shall contam a statement to the effect
that the company 1s formed with limited liability *

(4.) The decd of settl t shall be ted Dy shareholders, not
less than twenty-five m number, holding shares to the
amount m the aggregate of at least three-fourths of the
nommal capital of the company, and there shall have been
paad up by eachof such shazeholders on account of lug shaves
not less than twenty pounds per centum

(5) The payment of the above per-centage shall bo acknowledged
1 or mdorsed on the deed of settlement, and the fact of the
same having been bond jfide so pad shall be verfied by a
declaration of the promoters, or any two of them, made
m pursuance of the Act made m the sixth year of the reign
of Ius Iate Majesty King William the Fourth, chapter
sixty-two

And upon such conditions bemg complied with, and such other matters
and tlhungs done, the Registrar of Jomt-stock Compantes shall grant
a certificate of complete registration wath limted habihity to such
company. -

Mode of obtaining Limited Liabiaty by Companies now or hereafter
requstered.

II. Any jomt-stock company, except as aforesaad, now or hereafter
completoly registered under the smd act of the eighth year of her
Magesty, may obtamn a certaficate of complete registration with hmited
habihty, m manner and subject to the condition followmg, that 1s
to say,

The durectors of such company may, with the consent of at least
three-fourths m number and value of its shareholders who may
e present, persenally or by proxy, at any general meeting sum-
moned for that purpose, make such alteration m the name,
nominel value of shares, and deed of settlement of the company
as may be necessary for enabhng 1t to comply with the conditions
herembefore mentioned with respect to jomt-stock companies
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seelamg to obtam certificates of complete registration with imited
liahality, and upon compliance with such conditions the registrar,
after the affurs of the company shall at the expense of the
compahy have been audited by some person appomted by the
Boaxd of Trade, and on ceitificate from the said Board that the
complete solvency thereof has been established on such audit to
1ts satisfaction, shall grant to such company, by 1ts new name, a
certificate of complete registration with limited hability, and
thereupon all privileges and obligations hereby attached to com-
pantes with limited hability, thenr shareholders, directors, and
officers, shall attach to the company named m such certificate, 1ts
shareholders, divectors, and officers .

Mode of obluining Lymated Lnability by existing C' 2
under Priwate Acts of Par Zament,

III Any jomt-stock company, except as aforesaid, constituted under
any private act of Parhament, whereof 1t shall be proved to the satis-
faction of the Boaxd of Thade, after the affairs of the company shall, at
the expense of the company, have been audited by some person
appomted by the Board of Trade, that the smd company s perfectly
solvent, and that not less than twenty per centum of three-fomths of

. the nommal capital of such company has been pad up, may obtam a
certificate of complete registration with imited liabihity, m manner and
subject to the condition following, that 1s to say,

The directors of such company may, with the consent of at least
three-fourths m number and valuo of its shaeholders who may
be present, personally or by proxy, at any general meetimg sum-
moned for that purpose, make such alteration 1 the name and
nommal value of shares, as may be necessary for enabling 1t to
comply with the condition m that behalf herembefore mentioned
with respect to jomt-stock compames seeking to obtain certificates
of complete 1egistration with limited hability; and upon com-
phance with such condition the registrar, on receipt of a certi-
ficate of the solvency of the company, and of the payment of
capital as before mentioned, shall grant to such company, by its
new name, a cerfificate of complete registration with Immited
lability, and thereupon all privileges and obligations hereby
attached to compames with Imated hability, therr shareholders,
directors, and officers, shall attach to the company named m such
certificate, 1ts shareholders, duectors, and officers.

ZRegulations to be observed on Complete Regustration with Limated
: Loability

IV Every company that has obtamed a certificate of complete rogis-
tration with lmmted liability shall pamt or affix, and shall keep pamnted
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or affixed, its name on the outside of every office or place m which the
busmess of the company 1s carried on, m a conspicuous position, m
letters easily legible, and shall have its name engraven m legible
chaacters on 1ts seal, and shall have 1ts name mentioned m legible
characters m all notices, advertisements, and other official publications
of such company, and m all bills of exchange, promissory notes, cheques,
orders for money, bills of parcels, mvoices, recepts, letters, and other
writings used i the transaction of the busmess of the company.

Penaltaes to be wnflacted for bservance of such Regul

'V If such company do not pamt or affix, and keep pamted or affixed,
1ts name, 1m the manner aforesaid, each of the dwrectors thereof shall be
lable to a penalty not exceedmg five pounds for not so pamting o1
affixing 1ts name, and for every day during which such name 1s not so
kept pamted or affixed; and if any director or other officer of the
company, or any person on 1ts behalf, use any seal purportmg to be a
seal of the company whereon 1ts name 1s not so engraven as aforesaid,
or 1ssue or authorise the issue of any mnotice, advertisement, or other
official publication of such company, or of any bill of exchange, pro-
missory note, cheque, order for money, bill of parcels, invoice, re-
ceipt, letter, and other wiiting used m the transaction of the busmess
of the company, wherem 1ts name 1s not mentioned m the mannex afore-
said, he shall be hable to a penalty of fifty pounds, and shall further be
personally hable to the holder of any such bill of exchange, promissory
note, cheque, or order for money, for the amount thereof, unless the
same shall be duly paid by the company.

Buery wncrease wn the nominal Oapital to be registered, under o Penalty.

VI No merease to be made m the nominal capital of any company
that has obtamed a certificate of complete registration with hmited
hakbility shall be advertised or otherwise treated as part of the capital
of such company, untal 1t has been registered with the registrar of
Jomt-stock Companies, and no such registration shall be made unless
a deed 1s produced to the registrar, executed by shareholders holding
shares of the nominal value ot not less than ten pounds to the amount
m the aggregate of at least three-fourths of the proposed mereased
capital of the company, nor u.uless 1t i proved to the registrar, by such
acknowled, t and declarat ter mentioned, that upon
each of such shares there has been pad up by the holder thereof an
amount of not less than twenty pounds per centum ; and if any such
merease of capital as aforesad be advertised or otherwise treated as part
of the capital of the company before the same has been so regis-
tered, every director of such eompany shall meur a penalty of fifty
pounds, and the payment of the above per-centage shall be acknow-
ledged 1 or endorsed on the deed so produced, and the fact of the same
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having been bond fide so paid shall be verified by declaration of the
dirgetors, or any two of them, made in pursuance of the sad act made
m the sixth year of the reign of hus late Majesty King Wilham the
TFourth, chapter sixty-two.

Members of certrficated Companies to be free from Personal Liabiity,

VII The members of a jomt-stock company whach has so obtamed a
certificate of complete registration with hmited hability, after such
cerificate 18 granted, notwithstanding the provisions contamed m the
saxd Act of the exghth year of her present Majesty, shall not be hable,
under any judgment, decree, or order which shall be obtamed agamst
such company, or for any debt or engagement of such company, furthex
or otherwise than 1s heremafter provided

Effect of Erecutron aganst Company.,

VIII If any execution, sequestration, or other process m the nature
of execution, exther at law or m equity, shall have been 1ssued agamnst
the property or effects of the company, and if there cannot be found
sufficient whereon to levy or enfoice such execution, sequestration, ov
other process, then such execution, sequestration, or other process may
be 1ssued agamst any of the sharcholders to the extent of the portions of
therr shares respectively m the caprtal of the company not then pad up,
but no sharcholder ghall be hable to pay m satisfaction of any one or
more such execution, sequestration, or other process a greater sum than
shall be equal to the portion of lus shares not pad up provided always,
that no such execution shall 1ssue agamst any shareholder except upon
an order of the Court, or of a yudge of the Court, m which the action,
swt, or other proceedng shall have been brought o1 instituted, and
such Court or judge may order execution to 1ssue accordmgly, with the
reasonable costs of such application, and execution to be taféd by a
master of the said Court, and for the purpose of ascertaming the names
of the shareholders, and the amount of capital remammg to be pad
upon themr 1espective shares, 1t shall be lawful for any person entitled
to any such execution, at all reasonable times, to mspect the register of
shareholders without fee.

If Dwidends be made and Corporation wmsolvent, each Durector consenting
thereto liable,

IX If the diectors of any such company shall declare and pay any
divadend when the company 18 known by them to be msolvent, or any
dividend the payment of which would to thewr knowledge render it
msolvent, they shall be jomtly and severally hable for all the debts of
the company then existing, and for all that shall be thereafter contracted,
so long as they shall respectively continue m office, provided that the
amount for which they shall all be so hable shall not exceed the amount

VOL. T. 2B
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of such dividend, and that if any of the directors shall be absent at the
time of making the dividend, or shall object thereto, and shall file thexr
objection m writmg with the clerk of the company, they shall be
exempted from the said Lability

Notes of Shareholders not recetvable mn Payment of Calls, Inabiity of each
Officer consentung to a Loan to Shareholders

X No note or obligation given by any shaicholder to the company
whereof he 18 a shareholder, whether secured by any pledge or other-
wise, shall be considered as payment of any money due trom him on any
share held by him, and no loan of money shall be made by any such
company to any shareholder therem, and if any such loan shall be
made to a shaieholder, the diectors who shall make it, or who shall
assent thereto, shall be jointly and severally hiable to the extent of such
loan, and mterest for all the debts of the company contracted before
the repayment of the sum so lent.

Rughts of Credators of ewisting Companaes presei ved.

XI. Where any company completely registered under the sard Act of
the exghth year of her present Majesty, or any company constituted
under any Act of Parhament, shall obtam a cextificate of complete
registration with lunited hiabibity, the grant of such certificate shall not
prejudice o1 affect any rght which previously to the grant of such
certificate has accrued to any cieditor or other person agamst the
company 1 1ts corporate capacity, or agamst any person then bemg or
having been a member of such company, but every such creditor or
other person shall be entitled to all such remeches agamst the company
1m 1ts corporate capacity, and agamst every person then being or having
been & member of such company, as he would have been entitled to
m case @cH certificate had not been obtamed.

Change wn. the Nume of a. Company under the Act not to u(fect the Rughts of
the Company or other Parties

XII No alteration made by virtue of this Act m the name of any
company shall prejudice or affect any ight which previously to such
alteration has acerued to such company as agumnst any other company
or person, or which has accrued to any other company or person as
agamst such company, but every such company as agamst any other
company or person, and every other company or person as aganst such
company and the members thereof, shall be enfatled to all such remedies
ag they or he would have been entitled to 1f no such alteration had been
made, and no such alteration shall abate or render defective any legal
proceeding pendmg at the time when such alteration 13 made
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Companes to be dissolved and wound up when three-fourths of the
: Capital lost

XIII In the case of any company which has obtamed a certificate of
hmited hability, whenever, on taking the yearly accounts of such
company, or by any 1eport of the auditors thereof, 1t appears that thiee-
fourths of the subseribed capital stock of the company has been lost, or
has become unavailable m the course of tiade, fiom the insolvency of
shareholders, or fiom any other cause, the tiadmg and busmess of such
company shall forthwith cease, 01 shall be carried on for the sole purpose
of wandimng up 1ts atfans, and the dwrectors of such company shall forth-
with take proper steps for the dissolution of such company, and for the
winding up of 1ts affawrs, either by petition to the Court of Chancery, or
by exercise of the powers of the deed of settlement, or by such other
lawful course as they may thmk most fit x

Auditors to be appounted subject to approval of Board of Trade

XIV In cases where a certificate of registiation with limited hability
has been obtamed, when one auditor only shall have been appomted
under the thirty-eighth section of the Act of the eighth of Victoria,
chapter one hundred and ten, that smgle anditor, and when two or more
such auditors shall have been so apponted then one of such auditors
shall be subject to the approval of the Boaxd of Trade, and such Bosd
1n case the auditor submutted to them for approval shall for any 1eason
appear unfit or objectionable shall appomt another m his place

Recovery of Penalbies

XV Every pecumiary penalty imposed m pursuance of this Act
shall be deemed a debt due to the Crown, and shall be recoverable
accordmgly

Act to be taken as Part of T & 8 Vet ¢ 110

XVI This Act shall, so fa as 18 consistent with the contents and
subject-matter thereof, be taken as pmt of and construed with the smud
Act of the eighth year of her present Majesty, chapter one hundred and
ten, and the Act of the eleventh year of her Majesty, chapter seventy-
eight, and all the provisions of the said Acts, save m so far as they
are varied by this Act, shall apply to persons and compames applymg
for o1 obtammmg a cortificate of complete registiation with lmuted
Tiability

Lrovisions of T &8 Viet ¢ 111, 11 & 12 Veet ¢ 45, and
12 & 18 Tk ¢ 108, o apply to this Act
XVII The provisions of the Act of the eighth year of her present
Majesty, chapter one hundred and eleven, and ot the Jomt-stock Com-
panies Windmg-up Act, 1848, and of the Jont-stock Companies Winding
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up Amendment Act, 1849, shall apply to persons and compamieg
obtammg a certificate of complete registration with lmmted halnhty
sulject only to such variations as may be occasioned by the provisiong
of this Act.

Act mot to apply to Scotlnnd.

XVIII Ths Act shall not apply to Scotland

Short Title

XIX This Act may be cited for all purposes as “The Limufg
Laghility Act, 1855 *

FURTHER ACTS OF PARLIAMENT
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20 & 21 Vier ¢ 14 —Jomt-stock Companies Act
» ,» © 49 —Bankmg Act
» » ¢ 54 —Fraudulent Trustces Act
1858
21 Vior ¢ 20 —Stamp Duty on Drafts Act.
20 &2 , ¢ 60 —Jomt-stock Compames Amendment Act
" » € 79~Duafts on Bankeis’ Law Amendment Act,
»oogn © 91.—Jomt~stock Bankmg Compamies Act
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