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i 3 - ' THROUGHOUT THE UNION, a7
e 26 CONDITION OF THE BANKS |
;‘ | C 2
H . . W & T o
H trii Rl £ £ 2 . .
E ‘“"-‘?::3““ pHir g e 8 =z Ertracis from the Report of Bank Commissioner Vermont.
l< N . . 'g -;:: g
| : §5€z 2 2 L E Most of the banks make a profit in selling drafts upon market, for
; et R which the ordinary charge, cast of the mountain, is } of one per cent.
! s i t. This premium on exchance
‘ T T mmer | ELE s “—west of the mountain, { of one per cent. S premi [ I
| g2%% | 8 5 is, to some of the banks, better than thejr ordinary crculation ; thus
: ommany | SHER | g g affording the temptation to make it the condition of a discount, that
il : the borrower shall purchase & draft at a premium, though he may not
Baze | 2 g wish to use the funds in market. ) ) .
‘ apadg | e ;“ . Some of the ban_ks have a standing custom of chargmg a premium
® - g upon drafts at 1 of one per cent, for cash, and } of one per cent, on
} : = g paper discounted. Others do the same thing occasionally, if not by
; T | wewsts| z : ! system. If the cash price of a draft is 1 of one Per cent. premium,
! § ' : & E and the chargeisd per cent. for a draft purchased by a note discounted,
’ 3 ':% g £ the bank has in effect l‘educ.ed the‘ note below its eash value—in other
; S g N B words, it has, in substance if not in form, taken more than 6 per cent.
: 1 BYI0 Ju B0 N A & 3 % t fr 4 ote
i ! per annum discount rom the note, . . .
5 3 GEzo I have found cases like this: One gives his note payable, say, in
! g iy §§§§' g Few York at 3 months, from which the regular discount is taken, and,
? R [muotaong | GREA £ say a half of one per cent. fora draft ; with the further understanding,
) 8 . that the delit lnayrun, say oneyear, with renewals every three_months,
: o % |8 at like rates of discount and premium. These transgressions have gener-
g -1aaut 1310 - ) ally broug.at along with them tleir own punishinent, in loss or em-
: N : barrassnient to the bank., ' ) - )
il It should be known, that Practically there is no limit to the in-
= - ot , : he in
w [ e i1 g debteduess of any one, whether directop or other person, to a an1 .
; < : The law, Ly general enactment, fixes the limit at five per cent.. of the
i g {8 eapital for an officer of the banlk. and at ten per ceut. for any other
i 3 g d i indebted ising from ‘“the purchase
{ 3 "exo0ig R I T Person ; but it excepts an indebte ness arising from e | 1as
i s IR - of bills of e.\'cllange._"" Inabauk of $30,000 capital, A. and B, 'a\ie
y ] gEE3 [g | £ rocured wpon their joint note $5,000, being 10 per cent. of the capital,
= Geas g | § ’ ' draws on B. for $5,000
: o arumoasp gégz | & | 2 ut they want more money., Accordmgly, A.. raws on B. for $3,000,
; L Rl ISt s | 3 aud B. draws on A, for 83,000, The paper is duly accepted, and the
| § = = bank receives it for $10,000 more ; for this, it is said, is “alee_pqrcka_sc
! & 223% | g £ o blls of erchange.” There may be good reason for the exception in
y % Rl - AL - the law, as applied to drafts upon actual funds ; but thata limitation,
'J'? | TR designed for the protection of both the banks and t_he public, shoul(cll
; — - L - ¢ nullified by merely changing the form of the 1ndebtedness% ar}i
‘? ° H 223 Pl oses that by substituting a more insecure and uncertain form, seems to be
“ = £Es gainst reason., And yet, asthe law stands, whatever we may sup-
? RN 5= Pose its purpose or spirit to be, 1t1s questionable whether such p}f{l{;ﬁtlpes
» g ;'%%;. : El-gb% are not shiclded under it. It 18 clear]y better that thp prohibition
= SRR | i E Bhould e repealed outright, than that it should stand with th%excep—
S 3iz E lon in it present form. By reference to thig report it \véll be seen
Tiir | SEEifs “1at several of the banks have declared and paid dividends 11121 cases
£ 35eess Fhen the spirit of the law, looking to the pullic securlgy, » ouf ‘tseetxin
£ i & STESi L require that they should have been w:thheld._ The desire o blal_l -
: EEEE s 823 g well with the stockholders and the public, and dap Gmutatlon
E 2 oz 3 | EEstyl Mong tlie banks themselves to seem to be making good interest, are
’ 2825 3| 2=8:EF P
£22x F g g :
HH I




