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NEW CURRENGY LEGISLATION.

United States Wfli Endeavor to Get More Elastîc Cur-

rency System.

A ýlutermiicd effort is te bu mtade te impreve the banking

systin of~ the Unitedl States. Representative Glass, ehairruat

of the leuse Banking and ijorrency corumittet', has issued the

foliowing stateruelt of the' provisions sud objets of the pro-
posud currency bill. i'resïdent Wilson, ini a message te Con-

grass, said that it was "1absolutely îipertiVe that we shouid

give th1e business men of titis country a baalting and currency

system by means of which thuy oaa ruake use of lte fraudoru

of enterprise, sud of individoal initiative which we are about

te bestow upon ther."

RespoiBive te Sound Credit

" 1We must have a eurrency,"1 added Prusident Wilson, 'net

rigid as niow, but readily, elasticaiiy rusponsivu te seund cradit,

the cxpainding aud eonlraetiilg credits ef evuryday transac-

tiens, the normal ebb sud flow ef parsoual and corperatu deal-

ings. Out- baukiug laws must mobilize resut-vus; ruust net per-

mit lte concentration aaywhein- l a fow bande of the' moeu

tary rusources of lte country or ltoit- use for speculatix'u pur-

poses in sucit volume as 10 hiader or irupede or stand in the

way ef othur more legittruste, more fruiti ci uses. And lte

contrat of the systeru ef bankiug and ef issue witieh eut- nuw

laws are te set up must bu publie, net prix ste, must bu vestud

lu lte goveruifent itsait, se that ltae bauks mnay bu the in-

struments, not lte masters, of business aud of individuel un-

tarprise and înitialive."1
ttepresentaliVe Matin, represonting, theu opposition, curtly

says titat "lthe Presideut's message is a fiue example et classie

construction, but ltera is nolhing mure te il, unluss il bu con-

sidered s tht-est thal patronage will bu withituld unlil s liank-

ing and curreflcy blli is passed."l
The following is the statement ot Representative Glass:-

The bill prapared by Represent5.tivo Glass o! Virginia, andi te

bu Intreducai ta lte Roes as a basis of lagisîstive sct n, will ba

Sorte over lu dotait for sobt alterations as a ruajerity e!1ý t ak

ing aud Currency *committue ruay cars te maka. Tite put-poe o!

tite bill Je tae has comprahansiVe revîsien o! thte correutty system

o! the country se as te obtain titese principal object:-
1. Provision e! a means fer re-discoutinS commercial paper

o! secifled typas.
.Provision of a basis for elastlO note Issues propet-iy sate-

guardeti.
3. Provision ef machiiiury for doing foreiga banking business.

Iu ortier te accomplîsit thuse put-poses fully, il la necessary te

repeal certain portions o! exkisting law, te racti!y various couti-

tiens lu the vrasent national banklug systaru, whicb are in soe

cases enly inâiractly connected wlth tite objecta sooght; te furniali

s uew Clune o! Institutions for te performance of some funetiotis

whloh Cannet wull lie entrustad te exîstinil batiks, or at ail avants

eau buetter ha pet-fut-mati y cilers, andi te aller the prasent reset-va
systuru to a verY rustarial degrue.

Tite scolie of lte bill can beat lie undet-stooti by an analytical
revlew e! ils contents.

1'resent Situattion
Tite pt-usent itanklng situation In lte United States rests upea

the Naional Batik Act prupar, as sligittly modiflati fromt timu te

lime, sud upon the so-calleti Aldrich-Vreeland Act of may 30,
1908. Of titusa Acte, the latter ie corupletely supersedeti on thte

grounti that It bas navet- becoe uperatîve, perobabiy wlli net

.bacoma operative axcept under extrema stress, anaf was navet- satin-

factorY. The National Batik Act Isait la moduflaS lu numat-ous
essential1 parliculars. Inas sepat-atu meâsulra, s ganeral revision
o! ite administrative provisions o! the National Bankt Act will lie

pt-avideS.

New Claos cf Banks
Fondamental te ltae Idea ef the bll le lte creation e! a uaw

clsa o!- banits, te lie known as fuSeraI reset-va batiks, thte chie!

points about whicit are as follows:
1. The numbur late a twelva, wIth Possible Iet-casa latar as

provitiad.
2. The ownet-5hip Is te b lu lte' bauds o! the stockholding

batiks of the lwaive districts lu whlcb lte reset-vu batiks are situ-

ateti. The nationial batiks; ara compelledti 1 bu members and state

batiks anti trust compaies at-e permittadti e lie mambers.

3. 'Tite oapitalitton la t e 20 pur cent, e! the capital o! tite
stocitholding batks, eue-hait paiS lu anti oe-hal! sulijacl le eaIl.

4. The business o! Ihusu fuSeraI reset-vu batiks Is te bu as
felbows:-

(a)-Re.tlisceuntlng o! paper pt-usanteS by stockhioiding batik-

untiat speoifiefi conditions, pt-evidud sncb paput- gows out o! aotuah
agricultural, commercial et- lnutiaia transactOns, aud dees nel

t-un met-e titan as aptoifleti numbet- o! days.
(b)ý-BuyiuS and sellng goeraent securilies, galti anti silvel

buliion,^ anti foraign coiu, e t-aigu uxohatiga anti openi marit puib
o! given ruaîurity.

(c)--Goverumetit fiscal operatlons.

Issue Of Noetes
EvarY national lik le allewed te continua ils nota Issue ex

aclly as aI pt-usent. and, lu addfition, fuSeraI reset-va trasry note

ara altorizeti te bue Issueti te an amout net excaeding $500,000,
000. Thasu notes wîîî, upon application, bu issueSi te thea fadera

ruserve bikis open prima short-lime cOxnnit-e2ili Pper anti otite

liquiti collatut-si. Whie ltae notes wllon thuit- taes uprt

bu obligations o! lte Unitedi States, lbey st-e reqit-ad teescura,

by a galai reset-vae! of3 1-3 par cent. providedt by ltae faderai t-e

serve bank,4 and at-e a fit-st anti paramnouuit lieu on aIl the assaI

o! titese batiksansd st-e retieemi5blu lu golti ou demanti at ltae Trea

sut-y D)epat-tmnant In lte cly o! Watshlitou or at any federe

raserva liani. Sîringent provisions aire matie agalsi5t coutiitg ant

e!hase notes as a part o! batik rese-vus an 2tt systemn 1

guat-tefi a ainsl inflation îy îodgIiug powur 'WitarthIi. Adral RE

serve Berite exact an Intat-eSI charge ittoti trea sut-Y notes i

et-dur te masure thait prompt redemptietI. The tefs are rot ma

1egal tender, but are 1-clal iy the goverimen anti et-yv ban

e! te systern at par wilitO exebiange. Noe chauge Imatie i

the ulemetis o! pro tectieti affot-SaS exlsltig banlt tnotes.

Overseeing the whoie Systemt is created a Federal Re0serve
Board ' consisting of seven meruhers, lnciudlng the Secrettry ot

the Treasury, the Secretary of Agriculture, and the Cerupt r ' lir
of thec Currency as memnbers ex-otfieto. Four other members are
chosen hy the president of the United States, hy and with ile ad-

vice and consent of the senate, for a terrm of six years each). One
uf the mnembers thus appointed by the president is to be gov-,ernor
of the Federai Reserve Bloard, une vice-governer and one secretary.

Their terni of office is for eight years except thst of titose
tirst appuinted, une is to serve twu Years, one four, one six anld oe

eigbt y'ears. At ieast une uf the ruembers appointed by the nresi-
dent Is te hie a persun uf banking experience. Thus it 111l be
neted that the goveriiinent will have absolute centrol of the sStem,
The salary of eaca member of the' board except the two cabinet

effilcers, whe are ex-ufficlo members, is fixed at $10,OOO, the. Cornp-
troller of the Currency te receive $5,000 in addition te the sainry
whicii be receives entier the existing law.

The puwers ut the Federal Reserve Board are as foliews:

ta) Tu examine at îls discretion the accounts and books or
each federal reserve banlt, afld te require such statements and
reports as it deerus neces$ary.

(b> Tu require, or on application te permit, a federal reserve

banik tu re-discounit the paper of any uther federai resetvs b&tik.
(c) To establish eachi week, or as much ettener as required. a

rate of discount which shall be inandatory upon eaci, tedexal
reserve batik and for each clase of paper, provided that Said rate
of discount need net bu uniform for ail federal reserve banks, but
shahl be ruade witb a view te accurumodating the commerce of
the country and prometiflg a stable price level,

(d) To suspend for a period net exceeding tbirty days (ad te

renew such suspension for periuds net te exceed l'if teen days>

any and every restrvet requireruent spucifled in this act.
(e> To supervise and regulate the issue of treasury notes ta

federai reserve hanks.
(f) To add te the number of citles classitied as reserve jind

central reserve cities under exIstîng iaw la whIch national banking

associations' are subject te the reserve requiruruents set fortin ln

the act; or te re-classif y existing reserve and central reset-vs
cilles and tu designate the hanks therein situated as country banks
at its discretien.

(g> To require the removai o! officiais of federai reset-vs banks

for iucempetency, dereliction of duty, fraud or deceit.
(h) To require the writing off e! doulilful i or wrthlw assets

uon the books and balance sheets of federaI rese-VO ba-nka.

(1> To suspend the further operations of alny feciersi reset-vs
hank and appoint a recuiver theref or.

(J) Te perforra the duties, funtions or services sPectipde or
iruplied Iu the sot.

Federai Beserve Banks
The bill Is based on the bellef that ne ene should participate

in tbe centraol of the systuru unless hae is finauciallY interested bina-

self, or cht>sen by those who are, except in se far as the ovr.
ment steps in sud aserts the autbority of the wheie community.

Wlth titis in mira, the system has been deised se as te pt-avide

for the continuation of existing national banks, witb theIr or-.
ganization. powers andi function unchangefi. In addition there la
established a systera o! federal reserve baniks, which are lacer-.
porated Institutions holding federai charters and In all respects
mnanageS litre national hanks, except as te the ulectien o! diretm

As statuti, there are tweive of these f ederai ruserve bns

each managed by a board of nine, tirectors three of whom ilb

expe rt liaukers, selecteti by the baniks; ihÏee WIli b. ebr

selucted tru the sanie way, out requireti te represent the commer-
cial, 1Industrial or agriculturtil interests o! the8 district, and subject

te remevai by the Federal Reserve Board lu case they do net

f airly represetit these Interests. The remaining three dirStüra
are te bu chanei by the Federal rteset-va Board, and ene Of tiiern
is te lie designatati by sald board as chairman of theboardo

directors of the federal reserve batik ef the district te whicti lie 1-9

appeiuted and la te be the a gent of the Federal ResOi've IR-rd.

The national batiks are compellati te bu stockholding membef-re-

of the federai ruserve bauk ef tbeir respective districts. aud sta

banks andi trust companies are permaittei te b e mnembhets itnder

certain weii-defluud regtilatlons. Ail the domestie trafleac-tieus
of the fedeal rest-vu biaik muet bie with inenber batiks sud th
goverrameiit, except that ît may Durchase bankers' bills aud bil,
ef exchauge ln tbe open' mar-ket f ron ru ndividusis, as well as to

domestlc or forelgu batiks.

Division of Buinesslê
Tbe ebject of the bill Is te effeot a mnoderats division un

classification of banking business aloug indicatOfi Ines, tie e
resuit, presuruably, being sumaf Up as follows:-

1. National reserve batiks will lie strictiy lirniitéd te re-din-
counting actual commercial and Industrial transactions5 evidenced
by very short terra papier Andi on rare occasions, under careruTl

prascribed conditions to financial operatiens protected by e~J
They wilI aise bea lei to engage Ia foreign axchatge üDeratioin
sales e! governiment secut-ities; etc., as alreadyv explalned.

2 . National batiks wiii b. subJecteti te precisely the sane te_

strictions as at preseut, wlth a relaxation lu fayot- of a meOderýte
ameount of ruai estate tanse by country bauikg under cat«1l
guarfied conditions.

3. By a revisien of the administrative featuires of the Natioal
Banking Act, rovIsion wili bie madie for close overuight of uau.eual
InstitutIons w th a view te holding theru strietly up te the r-e
qoireinents o! a legitimate banking business. e

4. In erder te possass titurusalves o! the kind Of rarer nntflsin~
theru te re-discotiats, national batiks will fiati thamselves ai
te kaep a reasonable 'reput-tien o! tlit assals In the ora

pailer eligible for re-disceunting, anud titis will meati very con
siderable empitasis upon the slriclly commercial aspects 0 h
business done ity national Institutiuns. ýo h

Itlei balieved taI the pt-usent sub-treasury esystem le unsEat,,
5factery, clumsoy, Injurions te business, sud difficuit te rnanazi 1

times of stress. The blli, titerefora. providas for: I

1. Tite placIug of aIl cntrtent funtis of te treasury In fedeM
reset-vu ba-Lis and tbe payant o! goearuiment creditors l»Y ceci
thereon.

2. Tite equalization of te public funtis betwee the diffre
reserve banks by direction of the Secretary ef the Tes.."

ssubjeet te a rate o! intereat to lie txat by the Faderai Rsr
Board.

3. Tii. trust funds o! tite traasut'y are to be heîd as at rsn
rtril tbe vaults o! the traasury.
o Di)vision2 of EsrnmingO

dUnder te turms o! the bill, the fedet-al reserve batiks,
tite payaet of ail ex anses andi taxes, are eniit te t

5 annuel cumulative diviâend of 5 pet cent. on DRY.it c

titeir stockholding remet s One-itaîf h. n e
b iak muet b.e paiti Into the upu funti until eai 0 f ni t.

Y amounit te 20 pur cent, o! tite paiti-in capital et tna bau

5s remainIng onu-bal! o! thte bank's earnings sasl b. paid to
IUilteti States, nti whenuver andi Sn long as the. surp>lus ue

nL e2ci faderai rasurve banlt amotitts te Pu ver cent. Of thePa
Le capital the sitareioldest- hiaving recaiveti tbeir Perixitsibla
k< tianf o! 5 ver cent. ail exceas earin-gs hl e5j eteTnt
n States3. Every federal rese-Va banikti enxeampb naiti ted i st.,

and local taxation. uxcupl In respect te taxýes uPen real esý,


