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-~ WAKES.CHANGES N

CURREN SYSTEN

New Money Law Displaces 122-
Year-0ld Code.

IS FAR-REACHING IN SCOPE

Most Important Law Relating to Fi-
nance Passed in Many Years—Es-
sentlal Features of the Meas-
ure Explained In Nontech-
nical Language.
Washington, Dec, 23.—The new bill
aftecting the cutrrency, banking and
finances of the country is one of the
most far-reaching measures relating to
finance that have been enacted In

many years

The mognitude of the subject, the
diversity of Interesta affected and the
lergth of the debates in both branches
of congress hias to follow the changes
and grasp the essontials of this highly
technien! measure o ta Imporiant
bearings on money, finance, banking
and the entire range of flac al subjects,
public and private, which it affects,

S8ummary of the BIIL

With a view, therefore, of
fng succinctly and in non-technical
langunge an epitome of the sulient fea-
turas of the measure as fnally framed,
tha following gummary ls given of the
bill as a whole and of lts principal de
talls;

Genesilly speaking, the frst steps
to pe taken to bring into operation the

progs nt

pallon's new financlal system will be
through on organization commitiee
couslsting of the secretary of the

treasury, secretary of agriculture and
controller of the currency.

Hanks have 60 dave within which to
fle thelr applications for membership
In the new system, and one year's
time ls allowed before the government
will compel the dissolution of any na-
tional bank that refuses Lo join.

Will “Take Up the Slack.”

The new law will make little direct
ghunge in the operntion of the prea-
ent national banks, except to allow
them to loan a certaln amount of thelr
funds upon farm morigages.

its elilef purpose Is to add a new
plzce of machinery to the buanking
gystem that will “take up the slack”
during the changing business condl-
tipns of each year; that will give the
bunks a place to qulekly convert their
useota Into cash in time of need, and
that will bring out new federal cur
rency when it {8 neaded, and retire it
when money befomes "cheap.”

Banks are now required to keep a
cerinin percentage of thelr deposits as
“rogerves,” part in cash In thelr own
eaults and part of which may be re-
deposited In the banks of New York,
Chicage, St Louls and other designat-
ed cities,

In timea of sudden financial de-
msands, when banks have loaned up to
the full limit of their resources, thesa
reservea furnish little rellef, because
if they ate pald out to meet demands
tha banks are left Iln a precarious con-
ditlon, .

Basic Principle of Law.

The basic principle of the new law
fa to mget these reserve funds out into
elreulation when necessary without
lemsening the safety of any bank, and
to provide a place to which loeal
banks mny rush in & crlsls and get
cash for the "prime commercial pa-
pec” they hold in their vaults.

This {6 to be accomplished through
& chain of reglonal reserve banks, or
“reservoirs of reserves,"” in which all
banks shall deposit a stated part of
the money they are required to hold
RS reserves,

Under the new #ystem, when a
financial Mlurry comes the hanke can
take commercial paper, such as notes,
drafts and bills of exchange, to these
“pegervolrs,” and sccure the use of
thalr own reserves, or, If necpasary,
even the reserve of other banks, by
depositing this security.

The new regional banks will re
ealve about one-hall of the bank re
serves of the country. They in turn
will ba permitted to loan back to the
banks all but 35 per cent, of these
reserves, #o that in case of emergency
mililons of cash can be brought out
fato clreulation qulckly.

The banks will have to pay for these
foans, however, as individuals have to
pay for 2 loan from any local bank,
and thia charge Is expected to prevent
the too free use of the reserves held
by the reglonal banks.

New Paper Currency.

A rew form of paper currency 18
eglan, provided for, Lo come out in case
of amergency, and which 18 expected
to g back into the hande of the govy-
ernment when are normal
These "rreasury notes” will be printed
by the govarpment and {ssued through

times

each reglonul reserve bank, and will
bear the guarantes hoth of the re-
glonul bank and of the government

If the demund for currency in any
gection of the country exceeds the

Muppty of circulnting money & reglonal
bank can thig new
from the government put it

Becure money

and into

ciroulation: but a gold reserve of 40 |

per cent. and commercial paper equil
to tho full value ¢ note must b
held as & rederve iind each note
fesued

This provision is expected to be the
influenca that will drive the new
money back into retirement when It
ia no longer needed

Clearly Explained,

The following analvsia presents the

detatls of the new law without ad

hering closely to the technical division
or language of Lhe measure!
At the head of the system will stand

L federal resierva board wt Washing
ton, appointed by the president, and
to consist of socretary S the
reasuary, the controller of the cirren
¢y and five other membera. Two of
these shall be expert bankers, bul
nona shall have banking aMlintions or
own bank stfck during thelr service
This board will exerclse general con
trol over the entire system,

The temporary “organization eom-
mitten,” or the fedéral reserve board
will select from elght to twelve clties
where reglonal reserve banks shinll be
located and will divide the entire
country geographloally with these
cliles a8 the centors of digtrieta. All
national bauks in a district will be
requlired to subzeribe for Lthe stock of
the regional reserve bank in that dis.
triet nnd to keep a pertlon of thelr
reserves there

the

Known as “Member Banks."

Local banks will be known as “‘mem
ber banks” because they will own the
gtoeck of the regional bank
of Ahelr dstriet. Fach member bank
will be required to take capital stoek
of the reglonal reserve bank, equal to
fi per cent, of the member bank's capl-
tal and surplua. The capital of the re-
glonal bank will lnerease or decronse
0 that 1t always represents 6 per
cent, of the combined capital and sur
plus of all the banks of the district
that have jolned the system.

National banks are compelled to
join and state banks are permitted to
if they bring their reserve require
ments up to the standard sel for na-
tlonal banks aud submit to national
examinationa

Public Can Buy Stock.

Publie ownerehip of the stock of the
reglonnl regerve banka (8 permitted
only In caze enoveh banks do not join
in any distrlet to provide a eapital
stock of 4 000,000, In such event the
pubiic purchase the stoek In
gupntities Hmited to $206,000 for each
individual, but the voting of this stock
will he placed In the hands of govern-
ment representatives on the board of
directors of the reglonal reserve bank.

The regional reserve banks may do
business only with thelr member
banks, not with the public, except that
certaln “open market operations” such
as the purchage and sale of gold, gov
ernment, or manicipal bonds, and cer
taln forms of bills of exchange, are
permitted, These banks will make
thelr earnings from the loans made to
member banks, and from the purchase
and sale of bonds and forolgn bills of
exchange.

Must Put Up Cash.

Member banks will be compelled to
put up in cash only one-half of their
subscription to the capital of the new
banks, the rest can be called for If
necded by the reglomal bank., Divi
dends of 6 per cent. will be pald on
this stock to the member banks, and
the stock will be non-taxable,

After these dividends are pald one-
half of the surplus net earnings goes
to create a regional surplus fund, and
when this has reached 40 per cent. of
the reglonal bank's paid In capital
thesa earnings are to go Into the
United States treasury. The balances
of the net earnings are to be paid to
the United States as a franchise tax.

With the machinery thus ereated
for a new banking system that is sup-
plementary to the commerclal banks
of the country, the law provides for a
gradual transfer of part of the bank
reserves to these new “‘reservoir”
banka,

In order not to disturb business con-
ditions, or to withdraw too suddenly
the heavy deposits of country banks in
the large citles, the law provides that
three vears may be consumed in shift-
Ing thess balances and that, If neces-
pary, part of the reserves transferred
to the regional banks may consist of
commercial paper.

rogerve

mauy

The amount of rednrva
bank undey
and the place where It must be kept,
e s followe:

Country banks

requlred

from every the pnew law,

l'otal reserve requlr

ed, 12 per cent. of demnnd

and 5 per cent. of time dopogits. Five
twelfthse must be held (n the bank's
own vaults for two years and four
twelfths after that. For the first year
two-twelfths must be Kept In the re
glonal bank, Increasing onetwellth
ench elx months thereafter until It
reaches Nvetwelfths of the tolal re

gerve. For threo years the unallotted
part of the reserve may bo kept In
tha bLanks of reserve clties Aftoer
that .lme 1t must ba kept elther in
the country banks and vaults or in the
reglonal reserve bank

Reaerve city banks
reguired, 15 per cent
5 per cent. of time deposits. Six-fif
tegnths must be kept In the bank's
vaults for the first two vears and five
Nfteenths after that time. Threefif
teanths must be kept in the reglonal
reserve bunk for the first year, In-
creasing one-filteanth overy Elx
months thereafter untll it reaches six
ffteenths, For "three years the un
allotted portlon of the reserve may be
kept In other banks, In Its own
vaults, or In the reglondl bank; after
that time in one of the latier two
places,

Central reserve clty
York, Chleago and St Louis)—Tolal
regarve required, 18 per cont. of de-
mand and & per eent, of tlina depos
Its. Seven-elghteenths In the reglonai
reserve banks and the remalning five-
eighteanths In either place the bank
may choose.

Taotnl reserve
of demand and

banks (New

Regional Reserve Banks.

These Immenge funds of reserves
from “member banks,” together with
government moneys, will make up the
deposits of the regional reserve banks
Kach of these banks will be adminis-
tered by a board of nine directors, six
of whowm will be elected by the banks,
and threa appointed by the federal re
serve board.

The reglonal reserve banks may re-
district—that Is, buy at a discount
from Its member banks—"prime com-
mercial paper” when the member
banks desire to convert those assets
Into money.

Character of Paper.

The exact terms of this Important
provision as to the character of paper
upon which the regional reserve banks
may furnigh ensh are as follows:

“Upon the Indorsement of any of its
memhber banks, with a waiver of de-
mand notlee and protest by such
banks, and federal (regional) reserve
bank may discount notes, drafts, and
bills of exchange arlsing out of act-
ual commercial transactions; that is,
notes, drafts, and bi'ls of exchange 18-
sued or deawn for agricultural, indus-
trial or commerelal purposes, or the
proceeds of which have heen used, or
ara to be used, for such purposes, the
federal reserve board to have the
right to determine or define the char
acter of the paper thus eligible for
discount, within the meaning of this
uet,

Ellgible for Discount.

Nothing in this act contalned ghall
be construed to prohibit such notes,
drafts and bills of exchange, secured
by ataple agricultural products, or oth.
or goods, wares, or merchandise, from
belng eliglible for such dlscount; but
such definitlon shall not Include notes,
drafts, or bills covering merely Invest-
ments or Igsued or drawn for the
purpose of carryving or trading 1in
stocks, bonds or other Investment se-
curitles, except bonds and notes of the
government of the United Bintes.

"Notes, drafts and bills admitted to
discount under the terms of the parn-
graph must have a maturity at the
time of discount of not more than 90

HOW DISPUTED POINTS WERE ADJUSTED

At ten yoars,

perve banhka,

power whatever.

"

than twelve,

bunk

A and one for Class B directors.
gubserlibing bank
Inated

strieken out

loenl bank:

in the vaults of

Retirement of 2 per cont

ated tax against any depletion

Salary of members of

212 000

yeurs Instead of one to five years

fallowing gesalon

determined

The following changes affecting points al difference between the
senate and house were made In conference:

Comptroller of currency and secretary of agriculture retained os
members of organization committes,

Comptroller of currency made ex-officlo member of federal reserve
hoard and total membership retained at seven and the term of office fixed

Alaska excluded from provisions of act
After federal reserve districts are established, national banking asso-
clations shall have 30 daye in which to subscribe for capital stock of re-

Individuals may purchase up to $26.000 stock In federal resgerve bank
instead of $10,000, as provided in house bill.
Stock not held by member banks shall not ba entitled to any voting

Number of regional reserve banks to be “not less than elght nor more
a8 provided by the senate

The minimum capital of reglonal reserve banks filxed at $4,000,000.
No senator or representative can be an officer of a federal

No director of Class C directors of federal reserve hoard shall be an
officer, director, employe or stockholder of any bank.
Each member bank 18 permitted to nominate one candldate for

Subscription of member banks 6 per cont
sSenate provislon for the guarantes of nationnl
lge of federal reserve notes as part of reserves of
At least one-third of the reserves of the country banks must be held

Houge provislon for collections at par praotically restorod,
be permitted to collect anly nctual expenses,
bonds nggregating £300,000,000 within 20
veard provided for ns agulnat retirement of $125.000,000 In senate bill
Gold reserve behind the notes remalns ut 40 per

the federal
Members of reserve board shall perva two, four, slx, elzht

Reserva board can lquldate or reorganize reserve banks

Compensations for directors, officers and employes of fedoral rescrye
banks shall be subjeet to the approval of the foderal reserve board

Hevess appointments to reserve board shall expire 30 days arer the
Of CONEress opens

Net balance of ymounts due to nnd from other bank:
us the busls for ascertaining the deposits agulnst which reserves shall bo

reserve

Claas
of capital and surplus of
bank deposits elim-
mwember banks
bunks to
cent.,, with n gradu

board Increased from $10,000 to

and ten

iy ahall be taken

1
|
|

doeposits h

FIVE FUNDAMENTALS
OF THE CURRENCY BILL

Issue of currency, guaranteed by
the goverament, based upon notes
and bills ropresenting commercial
transactions and backed by a gold
reserve. The new currency s ax-
pected to contract and expand to
meet the varied demands of trade.

Concentration of the bank re-
serves of the country in reglonal
institutions capitallzed by the
banks of the country and con-
trolled by directors elected by the
banks,

Creation of a market for the ne-
gotiable commercial paper which
forms the bulk of the assets of the
banks, where, In time of stress,
those assets may be easlly and
without loes transformed Into cash,

Establishment of from eight to
twelve great regional banks
throughout the country, which will
issue currency, rediscount paper
and centralize and maoblilize the re.
serves of the lecal banks.

Creation of a federal reserve
board of seven members appointed
by the president, with final powers
of control and supervinion over the
entire system.

Jn time of need

days: provided, that notes, drafts and

bills drawn or Issued for agricultural

purposes or based on live stock and
having a maturity not exceeding six
monthe may be discounted In an

amount o be limited to n percentogo
of the capital of the federal (reglonal)
reserve bank, to be ascertained and
flxed by the federal reserve board.”

The “Elastic” Element.

The new Lreasury notes, which are
to furnish the “elastic” element in the
currency system, and to add to the

country’s clreulating money in time of
need, will come Into use In the follow-
ing way:

The notes will be printed by the gov.
ernment, with a distinctive style for
each regionnl reserve bank. One of
tho three directors named by the fed-
eral reserve board for ench reglonal
baok will be known as the “federal re-
sorve agent” for that bank, and a sup-
ply of the notes will be placed o his
custody.

Should doesire lo

A& regional bank

pay out more money than Its cash re-|

sources will pgrmit, the iaw provides
that It may pulgome of its rediscount-
ed commercial paper into the bhands
of the "federal roserve agent,” and res

EQUAL OF HUSBAND”

l

ceived In return  the wnew
notes, i
FFor ench note that it puta out into

circulation, the reglonal reserve bank

must set aslde in gold 40 per cent, of |

the value of the note as a4 guarantes
for its redemption. This gold, with

the commerclal paper held by the
“foederal reserve agent,” s the pro-
tection behind the new money: bot

these notes will also be guaranteed by
the government and may be redeem-
ed In gold In the United States treas-
ury.

Reserve Required.

Each reglonal bank, under the act,
must keep a reserve of 46 per cent. of
the deposits it has recelved, besldes
the 40 per cent, gold reserve behind
the treasury notes It lssucs If the
gold reserve behind the noteg falls be.
low 40 per cent. a heavy tax 18 lm-
posed on the bank, which in turn adds
the tax to the rate it charges member
banks for rediscounts. This was de-
slgned to stop an over-expanslon of
currency. In times of sudden stress
the federal reserve board can suspend
thege regerve provisions, In order to
furnish qulek rellef to any commus
nity.

One regional bank cannot agaln pay
out the notes of another, except under
i heavy tax. These notes are expect-
ed to return to the regional banks and
be withdrawn from c¢lreslation whea
the need of tHelr use passes,

Take Up Bonds.

None of the exlsting forms of curs
rency except the national bank notea
will be disturbed by the new law, The
Unlted States bonds, now used to se-
cure the Issue of autional bank notes,
nre to be taken up at the rate 2f $25,-
0HLO00) a year by the reglonnl
bunks and new treasury
or ghort term three per cent, bonds
will take thelr place. Natlonal bank
currency ls expected gradunlly to re-
tire.

The lederul reserve board will exer-
clse final control over the entire op-
eration of the system. It can compel
one reglonal bank to loan to another
can suspend all re-
strictions surrounding the reoserves
which reglonal banks must hold, and
cenn remove directors of regional ree
gerve banks whepever W 18 belleved
NecCes ary

Bankas

While the
Lhe boards of
banks, their
eral reserve
an wdvisory

rise

serve notes

In Control.
banks resaln control of
the reglonnl reserve
connection with the fed:
board lsg only “through
councll, made uwp of oue
répresentative from cach fedoral
serve digtrict.  This council will meet
in Washington to confer with the fed-
eral reserve bourd genernl busk
ness conditions”’ and recom
moendutiond and suggestions concorns
Ing discount rates, note lgsues, and re-

re-

0 make

Eerve conditions.

An change in national
bunking methods embraced In the new
low will permit all national banks ex-
thoso In York, Chicago und
St, Louls to make direct loans on live
vear [arm mortgages

lmportant

cept Now
up to 25 per cent
of thelr caplial and surplus, or up to
one-third of thelr time depogitls,
Anaother provislon in the law per-
mits national banks having a capltal
of $1,000.000 or more to open forelgn
branches, Slmllar suthority 1s glven
to thi
GLLE fncliitate the
American

belng to davaelop

ment of trade abroad.

|
reglonnl regerve banks, the pur

et

—— e

The 1914 adition of the Almanach de
Gotha, which has just appeared in
Herlin, categorieally announces that
the marringe of Misa Nanoy Lelstiman
and the duke of Croy “ls nol a mard
riage of equal birth."”

1t 18 understood In royal circlea that
this phraseology, which Is unusunl in
the Almanach, Is printed at the instlk
gation of the Prussian royal herald's
ofes, and Is Intended ss notice to the
duke that his wife is not entitled to
the privileges of the kailser's court or
the other roval courts of Germany

When the duke of Croy and Miss
Nancy Lelshman were married at
Geneva on October 28 there was a
sirong presumption that the bride
would not boe scknowledged as thel
duchosa of Croy in Germany. The
marringe took place without the con-
sont of the kalser and with the disap-
proval of the family of the duke

Upon the announcement of the en
gapgement last April the matech was

dieapproved at a family counell, called by the downger duchoss of Croy, the
uke's mother, or members of all the branches of the Croys In Belglum, Prus.

gla, France and Hungary

Lator the Assoclation of High German Nobility,

at a meeting at Frankfort-on-Main, algo opposcd £he marriange.

BACK TO THE FARM

He swung hig swivel chalr around
from the fiat desk on which documents
of all kinds were arranged In orderly
fashion and arose to greet the visitor
who entered this comfortable but
severely plain office. Slightly below
medium height he was, halr whitened
somewhat by a lifetime of hard serv-
foo, oheeks rmddy with health, blue
eyes sparkling with fire—a man of
alxty, clean cut, full of energy-—the
‘heart and mainspring directing force
of the New York Central system,
which menns boss of 10,000 miles of
irallways. Forly years and four has
Willlam €, Hrown been in rallrond
{work; five has he spent as president
of the New York Central. And now
he has handed in his resignation to

Lreasury | (15 tnke offect January 1.

“Yes," he sald, In answer to n quoes-
tion, "I remember very well when 1
commenced work as a rallroader, It
was in the Iatter part of June, 1869,
and a mighty hot June day at that, 1

waa sixteen years old then, plowlng corn on a farm out In northern lowa. It
wae a big fleld to plow the sun beat down with broiling rays, and the horses
sweated thelr way between the long rows as I guided them and bore down on

the plow.

“At one end the blg field ran up close against the rallrond and when I

got there | stopped to let the horses
myself,
gang at work.

glance he snid:

rest and to cateh a breath of alr for

Outslde, on the rafls, was s seotion fereman, A. J. Leach, and his|
He looked up and saw me wiping my forehead, After a single

““Young man, how would you like te go to rallroading?'
“'I'd llke It mighty wall,' I replied,

Al
start In.'

right,’ snld Leach, ‘Report

for work next Monday morning and

“1 did report the following Monday morning, and went to work,”™ Mr.,'

Brown continued with a smile. “I've

been right at it ever since.”

PANCHO VILLA, SOLDIER OF LUCK

No man In any of Mexico's countless,
rebelllons and revolts has gone
through a more complete change o
clreumstance than has Pancho Vil
in the Ilnst five months, and to few
men has there ever been given a m
kaleldoscople career In a life tim
than this desperado diplomatist
Jammed into the last five years of hial
existence.

Escaping from United States border
patrols and Mexicean federal Infantry
and cavalry last March, Villa took Lh
fleld with a singla horse, which had
been “borrowed,” two sacks of flour
and nine men. Last month he rel
turned with upward of 10,000 follow-
arg, mostly well armed, qulck moving!
cavalrymen, 28 large fleld pleces, 60,
rapid fire machine guns, a trainlond of
ammunition, other trainloads of sup-
plies for his troops and more than
$6,000,000 In Mexlean money.

Villa's record of triumphs in the
last year Is all the more wonderfull

when It 1s considered that it was done nlmost entirely with ammunition and|

artillery taken from the enomy’'s far

stronger force,

MR. BORLAND'S

LATEST PET

Representative Willlam P, Horland,
who not long amgo galned fame by
bringing & baby home under each arm
with which to surprise his wife nod
pugment his hooschold, was pelzed
by another whim on his recent trip to
Panema and brought home u monkey.

She wae i besuty, s monkeys go,
and while Mr. Borland does not know
the technical name of the species, he
aMrins that she had a white face and
wis Jumt about the cunningesat and rar
hing In the monkey he ever
BOAW In fact, she was mor beautiful
than good and scemed wholly lacking
in nppraciation,

Instenad of grovilling at his feet in

egl line

grititude for belng transported from
the jungles of Panoma right into the
very arms of a member of congress,
ghe grow morose ovar the mattor, got
to be a regular man hater, and found
her only golaes whon boedded on the
nlee goft muff of Mrs, Horland Mr
lorland tried to win her heart, but
three Lites now mar his lwulll_\‘ The

monkey? Well, she I8 out at the Na-

tional zoo at Washington, where sport the wild animals corralled by Theodors,

Roosevell

in the wilds of Afrlea and Yellowstone park: the collection of

poseums sent to President Taft and President Wilson, and the parrots and
things brought back by other members of congress on their various trips

Pansmai.



