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PRACTICES OF WORLD’S BANKS

Redemption of Notes—As to Reserves—Value of the
Branch System

By M. P. Langstaff.
11.—REDEMPTION OF NOTES.

(a) Bank of England.

In accordance with Peel’s Act an arbitrary amount of
notes was issued against Government securities in the cus-
tody of the bank. The remainder of the circulation is just
what it would be if it were composed of gold exclusively, and
there is, therefore, no need for a special provision for
redemption.

(b) The Banks of Scotland.

There is a frequent redemption of notes through the
Edinburgh clearing-house, and settlements are made be-
tween banks by drafts on London. No deposited security
for bank notes has ever been required in Scotland, -but note
holders have a prior lien on the assets. Moreover, in some
cases the liability of shareholders for note issues is un-
limited.

The branches pay out only the circulating notes of the
bank, which are redeemable at the Head Office.

(c) - The Bank of France.
There is no special provision for redemption of notes.

(d) The Reichsbank of Germany.

The Reichsbank rédeems its notes at Head Office or at
any of its branches, there being no special provision for re-
demption.

(e) The National Banks of United States.

Each bank must maintain in the United States Treasury
a redemption fund of ‘“lawful money” equal to 5 per cent. of
its note issue. Thus the Treasury is the sole redeeming
agency outside of the bank itself. :

(f) GCanadian Banks.

_ Al banks are required by law to make arrangements to
insure the par value of their circulation in any and every
part of Canada, and for this purpose to establish redemption
agencies at the chief city of each of the seven provinces and
gt 51(11ch other places as may be determined by the treasury
oard.

In practice the notes of the different banks are exchanged
daily at the clearing houses in the larger cities. At other
places they are exchanged between the nearest branches, and
balances are paid either in Dominion notes or by drafts on
the commercial centres. The notes remain in circulation on
the average 30 days after each issue, the whole circulation
being redeemed twelve times each year,

IV.—RESERVES.
(a) Bank of England.

The Bank of England is not required by law to keep any
fixed percentage of reserve, but keeps such proportion as ex-
perience shows to be needful. It has found that its line of
safety ranges between 33 and 47 per cent.

(b) Banks of Scotland.

The Scotch banks, as is the case with those of England,
are not required by law to keep any fixed percentage of re-
serve. As the branches pay out only the notes of the parent
bank, it is necessary to have real money only in one place.
Thus the maximum of business is done with the minimum of
gold, and usually the gold held by the banks is not more than
5 per cent. of their deposits. :

(c) The Bank of France.

The cash reserve to be held is fixed by the bank itself.
Conant says: ‘““By the force of circumstances, rather than by
positive legislation, the Bank of France has been made the
storehouse for a vast mass of specie, conveniently represented

. in circulation by bank notes, and thus holds in its charge a
large part of the currency of the country. As a specie thus held
becomes in fact a reserve protecting all the cash liabilities of
the bank, it is clear that it is an effective safeguard against
ordinary chances of an insufficient banking reserve, and that
the Bank of France thus secures great steadiness of move-
ment in its ordinary operations in compensation for the heavy
responsibility thrown upon it. Demands which would other-
wise be a serious drain upon its banking resources make no
sensible impression upon a reserve so greatly disproportion-
ate, and the bank can often offord to wait for the tide to turn

its favor under circumstances which would compel its
neighbors in England or Germany to use every effort for im-
mediate self-protection.”’
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(d) The Reichsbank of Germany.

t

As I said above, there is a limit fixed to the amf:ﬂiﬁ
notes which can be issued and not covered by qas.t s 89
excess. of this limit being taxed 5 per cent. ut 10 et
required that the cash held (exclusive of the notes,rd of the
banks) shall in any cases be equal to at least one-thire
total circulation, and that the remainder shall be Pf‘l’lsr 10 1%
discounted, paper, havihg not more than three montn 5 S0l
The notes issued under this system thus rest VROV o
basis of specie; but in addition, the presence of r‘risxf'r
specie circulation in the country is secured by 2 fion'h”
prohibiting the issue of any notes of lower denomitd
100 marks,

(e) The National Banks of United States: Cﬁi"gi

Banks in ‘“‘Central Reserve’’ cities (New York, rese!
St. Louis) are required to maintain a ‘“lawful money urcsﬂe
equal to 25 per cent. of deposits. Banks in of ejeposiﬁ”f
cities” must also maintain 25 per cent., but their b co“n‘
the national banks of the central reserve cities maythe
ed as one-half this amount. In all other places e,ﬁftng‘
are required to hold a 15 per cent. reserves tprecentral,’:is
which may consist of deposit accounts in banks 12 ©p, funthe
serve cities or other reserve cities. In all Casesrer for
kept by the banks with the United States treasf theif 1e§
redemption of their notes are counted as part © '
reserves, '

‘“Whenever the reserve falls below the P
the bank shall neither increase its liabilities 2¥ purchﬂse i
new loans or discounts otherwise than by ! ed'videndun
sight bills of exchange, nor shall it make any .:)n_"
the reserve has been restored to its due proport

(f) Canadian Banks. : o0 pet Cﬁ;

Canadian banks are required by law to keep_: JaW wthe
of their cash reserves in Dominion notes, but **7 giacé %y
obligatory, is now practically of no consequer 16 tha?
banks, as a matter of convenience, hold muc
per cent. in this form.
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V.—BRANCH SYSTEM OR OTHERW!S
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(a) The Bank of England. says' ”g:;.

Dunbar, referring to the English systerts i ”un:;gﬂl'
private banking houses have steadily decllned lill’lited.both
g On the other hand, the joint stock ap erati"ns’ the
panies have grown rapidly in the last twO geﬂhave ]osiﬂg
in relative and absolute importance. v Gl
strong tendency to concentration whic
years of the century, and by consolidations "= ¥
ished their niumber, but with a vast increas® same e
dividual, but of aggregate importance. At thew e
the establishment of branches they have evef&’ral COmEnglish
themselves into close contact with the 8renlf:i g of
life of the country, so that most of the banir agene' g
trade and commerce is now carried on by thed pav’ : ~

“The Bank of England, on the other haglo’ has goc i)
lished eleven branches before the year Il%tl’e Co?npoﬁeﬁd
further in that direction. It enters into ! : '
with its younger neighbors for the business nauoﬂa of 'h,
by the growing industry and wealth © . s the heaan
satisfied with the scope which its position 'as r:apim'l ;
banking hierarchy affords for employing 1 i
energies of its managers.”

(b) The Banks of Scotland. i : L of by

White, in his “Money and Banking, developmeﬂrynoo
of the Scotch banking is its remarkab'e = g om
branch system by which deposits are .Secur:pital is
and corner of the country and by which tc e pe
easily and quickly to the places where tland, 28
greatest. There are twelve banks in S¢0 developen
1,065 branches., The system has been ry tows ato in!
tended that banking facilities reach eV¢'7 “give ter®5 off
in the land. Whatever assistance banks on equalbapkf
is available to the poor and to the 1€ ality 2
no other country has the principle of €4%% oy
been carried further. In no other hasoar v

gl
,bed
rescr! g s!g;

taken to bring them to the poor mans , 't‘léﬁ‘
PORRE 2y

(c) The Bank of France. i tahe Pl‘;‘f}

The law requires the Bank of f?:ance- ogpleﬂ;’)‘ &,

Gt
one branch in each department O sual €95y w’
too small to support a branch with .tht:iu ﬂbs’d‘?lfl?ﬂdﬁ P’of
officers and employers, the bank main ce are yefie‘ B et
The branches of the Bank °f,Frgnanch of “in :
to local wants. Dunbar says: A rthe bank’r £he at!
France has a capital allotted to it by ! de '
required to carry on its business 57 i,z i
vision of the latter, and without eng
with other branches, except by Spec’ai
ness, even to the rate of discounts %
settled at Paris and not with referen® "=
a board of directors selected by tbes
from a list of candidates in somie CaSC8 |
in some by local stockholders, where
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