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AMERICAN BANKING SYSTEM.

.. With regard to the glearing-house certificate, Mr. Walker
said t?at lso long als 1ts use was between banks alone it was
; ertectly natural ang most effectj 1 f llayi a

- Bryon E. Walker Discusses Its Abnormal Features | 2 P ' o ¢ pan for allaying
Mr. Bry ‘ s Panic that has ‘once been created. It could alsg be made an
and Suggests a Remedy. instrument in connection with
largely ;vertdpa.r(lilcs, }if only some wise autocrat could be

) ; entrusted to decide w € ing- i
The weakness of the United States banking system and | pe issued. But as to It‘hglff;'ﬁﬂgn}tmuse ocaes shotrld
the measures that have been Proposed to remedy it were ably | hever likely to be unanimj ini

' 4 mity of opi =
discussed by Mr. Byron E. Walker, president of the Bank of | ;ision depended on the judgmen't po? lcs)gv::alloélg I?S e ‘d}fe

Commerce, in an address entitled ‘“ Abnormal Features of | - : e
American Banking,” delivered before the meeting of the house certificates mu 2 ; o
American Banker’s Association, at Denver, Col., on Wednes. st themfore,?lwaYS come too late to pre

System, Bank Note Issues, and the proposed Central Bank.

In the opening part of his address, Mr. Walker referred denomination t : s :
to the efforts' made by Alexander Hamilton at the close of the e ol etk e e

great industria] agency of banking. At that time, in the 1a..

of many difficulties and prejudices, the first Bank of the | Banks Accentuate Panics,
United States was founded, But in a few years, and while it One result of

was doing its allotted work very well indeed, it was strangled | banks instead of
by those who favored thé smali banks.  Almost immediately | branches was the extraordi
the second Bank of the. United States followed, only to meet | every panic in the United S
a similar fate at the hands of Jackson. ““Thus for the second | thousands of hanks trying to stang alone, except to the ex-
time a system of banking which might have made the country | tent that the clearing-house certificates had ’made them cohere.
strong, to meet financia] emergencies, which tended already Mr. Walker defined 5 panic as widesperad fear without
to make the various scattereq parts of the country cohere in | cause, and stateq that in the United Stateg whoever might
commercial matters, which was rapidly creating credit ip start the panic, those who accentuateq it most were the
Europe, and which with all the inevitable faults of youth was thousands of individya] banks by theijr distrust of each other.
performing the functions claimed for it remarkably well, was | They spoke indignantly about' the Private individual who
destroyed in favor of ap Incoherent system of individual withdrew his deposit in currency

and hoarded it but in time
state banks.”’ of PZ:-;_“C the most active agency in drawing oyt éurrency and
Should Learn From Experience. hoarding it was the ko 0¥ bank, € Angy s not the fear

; of the failure of banks
Mr. Walker €xpressed the opinion that Hamilton planned currency, which ag e fekr 3 e (i Prarence of

a4 System which contained much of which was good in the 414 terrible reductigc;;a‘;itevsaﬁlaezlcs’ and brings aboyt disaster
successful systems of the world. But the United States "
people would not have his system. They preferred to repeat | Safeguards in Other Countries,

in each new district, from east to south and west, wherever . “Tostum up,.-i¢ would appear ¢},

debt and jgnorance combined to create banking and currency, | which in the United States cayse panics of the mq t ruinous
the same errors which made such startling history in the character ‘woulq not b i sl i
early part of the nineteenth century. Is it not time for us,
he asked, to put aside that silly vanity to which democracies
are inclined—that it is better to try our own eéxperiments and
to ignore history ?

Mr. Walker pointed out that the profound line of
cleavage which made it so difficult to create the first bank of
the United States, and which destroyed it and its successor
still existed, ¢ It lies between those who favor a system of
banking good for the nation as a whole, as opposed {0 ) b
system of banking which may be right or wrong for the great
number of units engaged in the business of banking, but
which is clearly not right for the nation as a whole.’’

Defect of Law Relating to Reserves,

Coming to the subject of the so-called fixed reserves, Mr,
Walker explained that the defect in the present United States
law regarding them was that by arbitrarily fixine the mini-
mum reserves which must be always in hand it bractically
forbade the use of feéserves for the very purpose for which
they had been created. ““ The law undertakes to supply that
wisdom which it presumes the thousaqu of bankers do not
all possess, and to lay by for them against the rainy day the
provision which it presumes they would not be prudent !
enouch to make. But who is to supply the wisdom de.-

regulated countries, In such .other countr

_suc ries, firstly, the
reserved cash would pe Instantly availaple . s’econdlz’ the
banks would not be likely to f t 4

A C ear on
cohere in meeting any Panicky b oot Dt ol

public ; thirdly, the DOWer of redisco s JOL
i : unt
Clearlng-housg Certificateg would "1 or of issuing

ave existed otherwise ? Under th
Do one bank apg no series of banks tq
States people, as they are represented by the F
zxr-;l;xlzrétx,ngstns ex;trlfsta_their 1E)alj:ilnces without Very complicated
» Including the de osit i 3
may be the remedy, in the meanIt)ime Vg(fi If;::l;}cll.d t\}YBa’It‘i:g
Sury system to that list of abnorma] features hich this
country has tq bear because of . i :

unaided by the wisdom of the law, the cash thus prov; i
4 provided s its thousandg of individual

may be used to avert disaster. A
Breaking of Law the Best Remedy,

.- “Everybody admits the mischief created in t i

States from the inability to yge legally th‘e'(ieservgse ftc{:uttﬁg
Very purpose for which they are held, and T do not remember
that anyone has suggested a bhetter remedy than that which
takes place In every panic, viz., the breaking of the 1a
51mp1y"n_ot ma'ntaining the reserves. But through the press

state-bank issyes they carried
t point in the

with them the great defect of rigidity which’accompa'nied

whole machinery
1 w ‘¢ Currency Associati

] Cu C on Law?’ S SO
difficult that the Act might quite fai] in its purpoge waThe
Stod ) recgntly-pﬁ‘s'qed‘Canadian idi or' R
gether hy » wise use of the cash in hand, insteaq of bein

ned while that pary of the ited
allowed tq reaCh 2 stage where it can only be stq ped b el ijt.lgtln‘g- # ol ¥ on e dUn
almost Superhuman efforts after it has rup art of 'tp | frors s and Rt g Nikce o e ence S o
prividin. e cforts er part of itg course | faitly represented the diffe s rith ra 1D Ay
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