
doctor tsays r.rhave "heart" trouble *nd !
any, shock or disappointment Is likely!
to prove fatal. IfIdon't get gold for

'

thi3 check Ishall be both shooked and
disappointed, and it wouldn't surprise
me a bit if I:fell dead before your
eyes.*:.. V ;".. \u25a0 .

•But-. the paying teller declined to go
into' the.lifesaving business.

"These incidents w^re typical of many
:that:, game to the notice of the bank
people. ./

' '-' ,
Before November was many days old

gold from Europe began arriving in
;large quantities In New York, and the «

stringency In .part removed.
Within two months the total importa-

"

tions, of the standard metal had
[reached . the enormous sum 0f,5110,000.-•
000. >>-Slost of:thi3 smoney -came .from
iLondon,-; though in the face of the Bank
fof-England's, rising discount rate. The
rate'of exchange, which ordinarily gov-
|ems the movements of gold,"wa3 of no
:effect^ In \view";o*-the premium -on*money jas .'compared iwith*bank - checks, j
K«Vt \one Hlme: the; premium' rose fas" high *

>as '4*
per icent • arid

*
there was ,an factive ;

Hraffio-intmoney.' The: secretary, of,the
itreasury.'souglit'to^relieve'the-'sltuatlon,

Institutions there was" Inherent "weak-
ness which the panic 4did not create
but merely revealed. The largest fail-
ure, that of the California safa deposit
and trust .company, appears .to have
been due to wratalMd mismanagement
and dishonesty tot m*ny years. It
carried down i»Kh It four smaller
banks which had coin* under Its bane-
ful -Influence. The ca* catlosal basis
which closed wai ;subaeauently re-
opened, and some of the atit« banks
may be allowed to do so. Reealvers
have been appointed or recommended
for five of them, and the precise Josafli
to depositors will not be determined
for some time.

The other banks in the state which,
did not fail-—some 600 or 700 of them—
are giving theselves air 3in conse-
quence, and even" venture, to call atten-
tion in a modest and dignified wfcy, of
course, to the wisdom acd calmness
and strength with which they handled
the situation. But .when all the faeta
:are, reviewed it,.will be seen that In'
reality the!r tchief concern <tad thefr
most-notable achievement wZJ to emu-
late, the worthy Abbe £leye»>

They'llved.

Russell Lowry

RFTER
th« French revolution

some on* asked the Abbe Sicyea

what part he played in that
justlycelebrated disturbance.

"Ilived," was the good abbe's sen-
tentious reply.

The San Francisco banker, as, he
emerged from his storm cellar after
the financial cyclone of ]90T. tightly
clutching In his hand the bag of gold
which was his stay and comfort !n the
period of trouble, might have madp
Firailar repJy if questioned as to his
actions.

And when you consider the violence
of the tempest and the suddenness and
merciless quality of it. there is really
some fixound for pride in having merely

Jived through it. A good many people

are wondering yet what brought on the
panic, and what chared It way. and
•whether it is really over. Tlie banlc-
<-rs are cheerfully proclaiming that nor-
mal times have been restored and pre-
dicting an early return of the high
tide and heyday of prosperity.

Tho real causes assigned for the
financial uproar aro as numerous as
the writers •who discuss theni, and
there is much grave discourse about
nssct currency,; and a central bank and
The need 6f morr circulation anil less
speculation^ Wall strfer Bays Prpsi-
ijent llout-evcU is tlie kcttio wliich
bubbled over and started all the fuss.
The president retort* thKt B|reet!
;<: nothing: but an old black pot. any-
jio-.v. And tlif jveoplei watchinir with
interest the great krttir T'"t tontro-
yerley. yell r'Sic >m, Teddy!^

So fzv us the trouble In Ban Fran-
cisco is eoncerncdj it ro^s i.»ack to the
ercnt frotn wbich all subsequent ove?its

ure dated
—

th*1 rarthejuake and firo. Be.-
foie that timo the bis Beaport by; the
Golden q:at<» w»s just an ordinary
.Amc-H'-an city. rtjjoylnß a little more
Hiaj; ordinary p'roapcrlt >•;'\u25a0• maklnp :i
pood. <leal of uioney and spending ;>
3itt)<^ 2rs.<. taking lifp vory much a?
it <aine and having 1i111*"- to wore
jibont. The disaster of April IS.I30?;
rbrow 11 plans a'«d calculations awryj
property worth a third of a Milton <ioi-
lars was ulottod out Of existence in n
feu- lmui's an«l thousands <">f \u25a0peoplft
were Thrown upon tin* world's, charity
for food and <

-
lothi?:p: nr.d.^lieltcr. Some

who had lost ovfrythinp *nd the means
of replacing pave up tbr Btrugglc and
\u25a0<vojit away. Others of n more ooura-
Kcous mold set bravely to work to mend
ih^ir broken fortunes'. A large ntnn-
ber; jtcok neither fnarsr, but wandere^
cad "eyed among the "damndest finest
iv;ins."' askins: dolefully if it would
ever L><i possible t<» restore the c'ty.

Golden Insurance Stream
The beginning of the insurance sot--

tlemests changred aycrytblng. In a few
montlis ther^ was bonrctl into the city
upward of $175,000,000 in Kood, hard
'.ash. ilonoy wa.s as plentiful as fieasj
and much easier to prt hold o£ The
reraporary stores in Van Ness avenue
and Fijlmorestreet treris thronged with
.\u25a0ustomers. who bought lavishly of silk
fpbrici and lace parnsols and grand
pianos and bronze statuary. The ave-
nue blazed nightly with incandescente.
«nd the theaters and cafes were
crowded. Ix>sses of the fire were for-
gotten. Men who found themselves
possessed of morp money than they
had ever owned before in their lives re-
Karfied tlie funds as they would an In-
heritance, heedless of th* fact that it
represented the liquidation of their
business enterprises at a heavy dis-
count. -VC'"'

Bankers shared In the general en-
thusiasm. Their vaults were flooded
with gold, deposits swelled to unex-
pected measures, and their crude,
hastily erected offices were filled daily
with mtn who detailed gigrantic
tchemes for the rehabilitation of the
city. Credit was liberally extended,

new enterprises were started every
minute, and each new high water mark
«f deposits or bank clearings was
greeted with a howl of enthusiasm.

Prices moved steadily upward; rents,
labor, building materials, provisions, all
took a hop, eklp and Jump. But who
cared? The city must be rebuilt, there
\u25a0was the money to do it, and what did
a few hundred dollars more or less
matter, anyway? 80. gradually the
broken bricks and ashes were hauled
sway, the pile drivers came and the
donkey engines snorted, and the clat-
ter of the steel riveters voiced the. glad
chorus of reconstruction. Thus, Klowly,
the liquid assets of the community
hardened Into solid forms of steel and
rtone and plate grlass. Into rolltop

desks and typewriters and printing
presses and a thousand other things
that were sorely needed. But the change
"was so gradual that those who moved
In the fools" paradise were scarcely
aware of it.

The realization came In the spring of
ISO7. The depression in Wall street

—
the "rich men's panic" It was called

—
set tha bankers and businessmen to
thinking a little. Not that they feared
any trouble for themselves. Oh, no.
They just wondered, thafa all. And
because they thought and wondered
they became a little more chary of
credit and began to make insinuating
remarks to borrowers concerning loans
that were about due. Then came the
strike of streetcar employes. It was
the first real ugly labor controversy
•ince the fire. The other disputes be-
tween labor and employers had been
conducted on lines similar to the argu-
ments between Black Bart and the
*tage drivers up Calaveras way before
Bart was retired without a pension.
But the streetcar strike •was a struggle
in earnest and both sides adopted the
plan of making itso unpleasant for the
public that the public would arise in
ite might and force a settlement.

The public did not arise with any
ctartling degree of might. Instead, it
\u25a0walked or stayed at home, and the
consequence was that the patronage of
the stores was vastly diminshed.
Clerks were discharged, orders for new
sroods were canceled and merchants be-
jran to prepare for trouble. Consumers
were tempted daily with "startling
cuts'* and "slaughter sales" In all lines
of merchandise, but the public did not
respond. One reason was that the
publio. having paused In Its spending
long enough to count Its change, found
itself very nearly broke, and suddenly

fltroke from its long spree to feel the
pangs of a first class katzenjammer.

The deposits In the banks began to
fhow a decided falling off.- By the end
fit August they had diminished no less

-than J14.000.000 from the top notch of
the previous winter. Tet so gradually
had this been accomplished that none
was xsade to feel the pinch very seri-
<niily and no commercial failures were
reported. Credit was granted more cau-
tiously, however, and borrowers were
required to explain with much circum-
stance their grounds for seeking loans.

Unpleasant as the recession was. It
was wholesome, and San Francisco for
the first time faced the magnitude \u25a0of
Its task and set about ItIs sober earn-
est. The first step necessary was the
political house cleaning. &nd.that was
achieved with neatness and dispatch.
The assurance of two years, at least, of
decent government removed one large

obstacle to rehabilitation. The polit-

ical revolution .was the corollary to a
moral regeneration, which had been go-

In* on for months, being.materially

manifest In the to called "graft prose-
<cutton»." riafiMß

icrimn to go. slow, whether -they^ liked
St or not. On the other hand, crops
wove abundant in California.

-
prices

. sood and sales plentiful, and the, re-
turns vf^rc confidently cxpeced to pro-
vide pleirty of money," though -not' a
I>l*»thora. There was . a comfortable
fooling that any avenues or alley?
through which trouble might come had
)ie»n discovered and, fenced up.

Then came the fireworks in Wall
street. The failure of the Heinzc broth-

ers to support their pool in. United.
Copper, and the consequent embarass- \
ment of the Mercantile national bank,
was the fuse that started the rockets.
There was a spluttering of torpedoes

and nigger chasers, and then' the roar
of a big cannon cracker when \the
ICnickerbocker trust company suspend-
ed after paying out $8,000,000 cashin
a> fpw hours. \u25a0" This touched oft /the :
whole magazine and New York was one .
grand panorama of pyrotechnics." Bank-
ers on the Pacific coast watched" the
turmoil with a kind of detached- in-
terest, but at first gave little concern
to a. reflection of It here. Their..seren-
ity was somewhat disturbed when, a
few banks in Nevada closed \u25a0 their
doors, while others sought and obtained
assistance in San Francisco against
possible panic. .
Our First Certificates

When the New York banks went on j
a clearing house basis, for the first time
since IS3S. and .the action w.is quickly
followed in Chicago. St. Louis and a
score of other large cities, the Sa^
Francisco cleaVing house association
confronted a difficult problem. Xever
had the banks of this city resorted to
such- a measure, which, though innocu-
ous, enough in itself, invariably spells

.pajaic in the mind of the public. Most
powerful in its influence was the inti-
mation of the New York banks that
they would pay out no more currency

until conditions became more settled:
This meant that all the banks of the
west, unable to obtain coin or cur-
rency from their eastern correspond-
ents," would draw on their San Fran-
cisco balances for supplies of money

and thus quickly absorb the gold re-
serves, which could not be replenished
by importations from the east. Fur-
thermore, the sale and shipment of Cal-
ifornia products had created large

credit balances in the east and in for-
eign centers; and it was practically cer-
tain that difficulty or delay would*be
experienced in realizing on these bal- .
ances. With \u25a0 these facts in \u25a0 mind -it r
was deemed best to make usco*?loan j

certificates in clearing house settle-
meats between the banks andUo^dis-.j
courage the use of coin by customers t
as. much as possible. ',

'
>
'

j

The announcement in tl/e newspapers . j
on the morning' of .October 29 *that the j

banks would, go on a clearing.-liouse

basis and would "make no payments -in .
coin except for the treasonable and

'
clearly legitimate demands of business" ;
sent a cold <tthlH down San Francisco's
spine. Up to that time the average

'
citizen had looked upon the financial \u25a0

trouble as something remote and 'unre- •

lated to his own Interests and affairs
—

something'concernlng, Wall street
-
only

and of no special interest elsewhere.;
For the first time the fear; nf panic be-
came a sinister reality.' The sense of •

vague but impending calamity was .'
changed to acute alarm the next after- i

noon, the 30th. when \u25a0' the California
safe deposit and trust company refused
to pay checlcs and closed its doors, i

Most opportunely, Governor QHletf that <
night announced a legaj 'holiday;, for ]

the following day, yielding to the re-/c
quest of bankers in San;FranclsQO and -1

\u25a0 elsewhere. The holidays ;were .contin-'
ued from day to day until'December- 21. «
Although the governor was \u25a0reluctant :i
to declare holidays, andtdid so onlyat

'
i

the inßistance of leading bankers ,who ]

have since poohpoohed the .idea .that' s
holidays ever were necessary, -.."except". <

to protect the countrj' banks, : you )

know"
—

which had the least
1

;need of -.^
protection— there is little*doubt"? that'll
the effect ,wae beneficial." The;holldays;<
enabled the banks to refuse .withiim- .<'
punity any unreasonable demands. upon; i

their resources; and such' demands were j

by•no means few. Depositors \became I<

accustomed to"the idea' that :they.could ;
not get every thing they; asked for,jand-i
long before the holidays ended /.the; 1

> urgent imaginary necessities had ceased: j

to exist. Thus the banks; were: safe- \u25a0'

guarded against ;the ;frenzied ,raids \of ;\u25a0 «
: their, own:depositors, whose iinterests , <
•

would have suffered most: from? such./ <
! raids. The wisdom of-GovernoriGil-h

letts action can hardly 3be :questioned,/: i
> and neither he nor the bankers lwhb (pe--i
i titioned him have

'any^ cause
'
for apol- 1

• ogy.:> \u25a0 \u25a0»,•' -'-':;-;": •;
'

'\u25a0\u25a0\u25a0'\u25a0'
- '-;:.;- V.'l

: The , first day \u25a0' of the*-holiday r. series :
i was to banters 'the\ most of;the; i

\u25a0 entire panic period., By>common '.iun'Ai
tj derstanding • all ;the banks'; were*;open V
• for, business as lusual, but; urged:thelr;i

customers whenever »possible *to^use |.
certified checks, ;=;=payable / through ..the |:
"clearing house, instead; of-coln'or' cur-,V

....... \u25a0,-,•.
Attempts to get financial aid' from

the east were almost wholly' without .
result. The east was having its', own
troubles. The whole country, ,it ap-
peared, had been golngr through, an
experience similar to that of San Fran-
cSsco—much prosperity, money making,
and money spending run mad, then' the
inevitable slowing down, and the dan-
ger of. stopping with a bump. No in-
terest rates 1could be offered tempting
enough to attract 'capital to the Pacific
co^st, and the fact was gradually im-
proFsed upon the people that San Fran-
oisco must depend, as it had always
depended, upon its own resources for.
restorlrig its facilities nnd conveniences.

Such was the "situation in the mid-,

die of October. The brakes had bften
successfully applied, conservatism had
taken the place of rampant optimism

and the banks were calmly sitting-on
the lid of credit apd compelling busl'

The first clearing 'house certificates
looked :like',checks, •:being ;

'engraved in
simple- script upon '.blue bond

-
paper.

Consequently it occurred to many peo-
ple that indorsements .'were necessary.:

The' indorsements fgrew and multiplied

as the paper passed from;hand to liand.
until it came to, the receiving' -window:
looking:;like a" pa Re ;from -an ant i-
Snioot petition. In some instances cer-

.tilicates -were used- inlk-u of-memoran-.
dum books. "Ton yards ,birdseye,
hygeia bottle, safety :pins1'

iva? < the;in-
'

Ascription Von one certificate,' which, evi-
dently;had; gone a-shoppins'.;

.The exact status of t ho- certificates;
as a.-3'.ibstituto for/money lias 'puzzled
a pood many people. As a' matter of
fact,, they. Iiad- no legral.;status, at all.l

•but the question received, little consid- ,
rration; from lav.' offices. because of the.

•obviousliy '.temporary character. ;.pf
"

the,
certificates and the patent fact that
'tliey.' were not designed to compete
;with',national bank notes. :

s. Ab to their security/" thsy were as.. sound as . the? city
*
oflSan vFrancisoo; it-

self;^ being based *upon Vthe* combined
assets Tof all the clearing house; banks.

\u25a0Thesa
-

assets, whiclivwere 5 deposited
-with the clearing house by.the different
:bahks in:proportion :to the. certificates
j'tliey took -.out,:;consisted >.inj'part^of the
stocks? and ;bondsjof -/prosperous cor-
porations; Ibut,mainly",ofVthe:promis-
-sory; notes ;held >by^ the ';baaiks- in
change foivmoney.loaned inthe ordinary;

>course * of,> business." IThese ;notes ;:bore ;
the Jajgnatures rof;tne '- niost powerful;
I(financially)Icorporations, 1:firms and inf
\dlviduals "iin> the city;s so ithat in-reality^
the certlficateB were '.backed' by >the :
combined wealth ? of'the ;bu8ine8scom^• munity-;of::San

"Franciioo. [£ '\u25a0 Only yth«
'

;-wholesale' failuria of all -the \u25a0banks fand \u25a0

business ';thouses
'
inftown could ';have

rendered \u25a0 them '.worthless. w ,-~,,\u25a0 * '

I:\u25a0\u25a0_ Thei'.certificates' rnet ,an ;emergency, ;
•\u25a0filed :a .~f gap VIn cirbulating A;medium
:which urgently) needed {to]be jnlledr'and

:as'thelrfpurpoBe^waa i:sensed
Uhey /automatically :iretired. .<•By,
;the lmiddle 'of January,^ 1908; fully;two- 1

.thirds :ofIthe (total;$7,000,000 jissue \ had
)been

"'
taken fromicirculation >and*;can-:

}celed,¥and'th6 banks Unstead (ofipaying;
,;them 'vout }werepurging:" customers 'to
bring*in;tho 8crlp]for;redemption, i.
l^s^bning^hiB^raxcs >
,:/;feef oreIthe •strinsencyi had reached" its
\fulli' tide,%when "^banksfiwere "

still
Ipaying} gold-rryery:reluctantlyiand
imucbf arcurnerit,""but*yct-payiriff-^;th9, ,:\u25a0.' i \u25a0.•.,\u25a0\u25a0\u25a0... f \u25a0,-',.\u25a0\u25a0. '

;'. -' •'\u25a0\u25a0'..

most persistent Iand Ingenious efforts
were made" to get money. The payroll

/.was the favorito pretext. Itwas really

"marvelous how the -^payrolls: of San
Francisco grew and;expanded in.those
early days^of November. The asset
currency solved this problem -aAd. re-
duced the payrolls to normal

* Then «amo.h universal and well nigh

uncontrollable desire to pay taxes. It-
:s Dpe'ared that many,- cltiaens could not
Isl*p v,-ell of nights until they, had *et-

\u25a0 tied with:the tax :;collector and ptjt
Jaway. v theirrreceipts.;; The -California
Ilaw\requires taxpayments to /be'made
,/ in -aotna 1 money, and exacts 'ls per cent
.•additional for settlements deferred un-
:':till--after^November 25. The banker*
icould not get around this obstacle :by
'any "'devious .'"clearing;-house ;waya,' so
'•^-ihey hurdled itJ The governor was per-
\u25a0'suadedtto'. call, the legislature together

.in special session, and the time for pay-
ing the taxes .was extended* 60 days.

Thus another raid on:
"
tlie gold was

;averted." ::.:.'/>./ .\*?\'** :'
.':':Those who showed evidence of want-

ing";money "for hoarding* ,were tura%d
away empty handed in most' casae. One

;pf? the -timid crew; came to;bank and
insistently ,demanded ;his." entire oal-

a couple of-thousand of so-^-in
goldicoin: Tho '.;cashier> tried to

'
talk

him out of the notion, but the man ,was
obdurate/' -He <said he wanted to put

/Ithe "money a safe deposit box where
i;he J coul 'jLbe :sure of it.
.v:;;v,VNdwT.\u25a0;sea ":_:here,"; said the .cashier,
-"you-know'that a certified check is just

\u0084/aa good as, money,: don't :you?" . . ' • \u25a0\u25a0'.
'V- /''.Why/.yes,: of course," .answered the
"/customer,/ a "

little;doubtfully.
»»i•\u25a0\u25a0'.<'.i 'Well.";eald :the cashier, lowering:his.\voice '< to;a*|confidential whisper. "Til•>Hell*you what do. You've always
>: been a

'
good • friend of1 ours, -and of

,> course -we^want jto/;favor .; all we
i

*
can. /You 'write 'a: check for $2,000,

iIpayable; to';yoursel f.f We will certify
l;the check ;and ;you';can ;puti.it;away.: in
%:a Tsafe 'deposit box;\where you 'can >al-
;-"ways ;be"perfectly,, sure fof.'it.",
I/;.'"Fine,"..,' texclaimed' ;!the '/oustomer;
•".:.'that's mighty ltind'of you.f .
r |.»-^And /the

"
certified }check • was Carefully

»Vlaid* awayMn" the jbox/f:^{-V V
~

A-
\;VAt •one&ofitthe T Oakland *•£banks a.womanfeamettojthe paytng;w^indow.and
'presented a^check;:requesting :coln.< The

i*paying $ explained S that v^no rcoin
liwas 'being.tpaid.^-Said|the^woman:
i >like ito,*aee^me *

drop
»| dead 'right "here, '.wouuld- you?iWell,"my

renoj'. withdrawals were imusu.auy

heavy and fear . and suspicion -were.
written upon the faces'of /scores of"de-

'

positors. Still, theref was nothing: that:
could by any .stretch of fancy be termed
a run and the :banks came through tho,
long'day, on the whole,

'
better; than

they had; expected, '\u25a0hv&.i N \u25a0

During the remainder of/the week.;
however, there was so strong ,h. current
of withdrawals and so many evidences^
of the lioardinjr of sold that-the banks
.resolved to Issued asset currency, based;
upon their loan certificates; 'which in;
turn were based upon the 'assets of the
clearing. house banks. ,, The .savings
banks becan to", enforce the -rule .re-
quiring ntftU-e of withdrawals and the
safe deposit companies agreed mnong;

themselves to rent no .more safe .de-

People Accepted Readily
On iMonday. November 4, the first'

lssue;of asset currency was made. In
denominations of $5; $10 and. $20. The:
people were persuaded without much/
difficulty to. accept them and the jbanks;

.were able to!keep |their; sold supply.In-";
tact, paying: out coin only .'when actu-|
ally required for customs duties or,
similar purposes whore only legalj
money would serve.' In a few days,
however, it was found that^many per- ;

sons were systematically -usinpr the.

certificates to gather, silver for hoard- •

ingr. and' the supply 'of .small change
was In. a fair s way ofidepletion. : To
meet this evil the clearing; house, asso-.
elation \u25a0 began- tr> issue .'certificates in,
denominatfonsVof

"'
?1. and 52'and these'

were soon 1 widely distributed. -Specie
payments were practically discontinued
everywhere. : . '\u25a0\u25a0<\u25a0'•'.: - —-

!^ow, ;the people of San" Francisco 'do;
notlllce currency of any sort.- no mat- ;

ter .how well secured, v or;'.ifVail 'the*
governments ;in>the \u25a0...world 'back --it\u25a0-, up'.;
They;argue that goia ?is- much* cleaner,;
easier; to handle .'and* less} likely;;to 'be.
counterfeited. -Papery money.' has 'never'
circulated ;in

*
this- city; longerIthan.: tho

time inecessary ~for \tha 'Irecsiver ;of '\,It\u25a0

:to; get? toSthehbttnk.^iPaying, tellers
keep.Iew. greenbacknTorlbank inotes 'In

r

thelr^ cages because there '\u25a0- is
'
no'demand

'
;for,them. -','""''\u25a0• »*' -'-^ ''-'/''-:'';"•:.-'\u25a0.^\u25a0\u25a0'\u25a0't. :'.

'

This antipathy,* being.understood, ;the'
sltuation v was %notiwithout\its \ humor- ]

[oua .aspect? when! San ;S Francisco >iwas,-without;warning?andlwithout(choice tin
;the"; matter,* placed *upon? aipaper ibasis. 1

\u25a0 Ahd^witblno; (aml^far/ greeh'government ;

Jmoneyj att that,ibuttvrHh; a,flood'of "ex^*tr«ltgalicurr*ncy,
•Btrange rJinrappear-

Although^ taken unawares, and with

little time for special preparation, tha
banks of the state came through the
crisis with surprising strength. Mine
state banks and one national bank In
California closed their doors at soma
period of the trouble, but it was no-
ticeable th.aJ in most if not all of these

of this -was shipped to the Interior
banks having balances in the reserve
city, some -went to pay tases and cus-
toms duties and the rest swellad the
reserves of the basks. On December 8.
\u25a0when the comptroller of the currency
called for a statement from tha na-
tional banks, the nine national banks
InSan Francisco held reserves in legal
money' equal to 34 per cent of their
deposits

—
the legal requirement bein.?

but 23 per cent. The state banks, a
few weeks later, made an equally
strong: showing. In tlie Atlantic coaat
\u25a0tates. almost without exception. the
backs had less than the legal measure
of reserve rvjoney. These banks accuse
the western institutions of hoarding

and thereby 'contributing to the very

condition whicli they ought to have

been tryirtf to relieve: maintaining

that the purpose of having reserves at
all Is for use la emergency and not
to hide behind. The western bank*.
on the other hand, pat themselves on
the back for their ability to hanff ca
to what they had during tha fwhirl-

»wind. and attribute it to superior
strength and endurance. The publio cars. take its choice of the two arjrumeats.

"No Money Loaned"
At the first intimation oi trouble tae

Can Franoisco banks stopped loaning
mono;* and endeavored to offset their
losses in deposits by reducing existing?
loans. It was noticeable. ,howev«r. In.
the reports to the comptroller, that
the reduction, of loans was far from
keeping pace, with the. reductioa in de-
posits. The fact was recognized tlaaS

to force borrowers Into liquidation at
luch a time would cause widespread
distress and Insome eases lead to bank-
ruptcy. Furthermore, the legal holi-
day* were two edged In their effsct.
A3 the banks were temporarily re-
leased from the necessity of paying
depositors, in like manner debtors wera
released from paying loans to tha
banks, and the operations of tha courts
were suspended. This may account la
part for the leniency of the banks In
pressing collections.

There was one feature of the bank-
ing situation, however, whlc& made it
peculiarly difficult to realize quicJtly
on bills receivable. This was the per-
manent character— not ostensible, but
actually-—«f many commercial loans.
Itis one o* the evils whicli has alwaya

existed to an extent, but which was
emphasized and increased In the boom
days following the fire. A large num-
ber of "demand" leans are demand
loans in name only.
. "Ican call spirits from the vasty

deep," says Glendower, In"Henry IV."
"Ay," retorts Hotspur, "so can I,and

so can any man, but will they come?"
Just »o with the call loan* of the

banks. The banker' can go out and
call till he is hoarse, but nothing hap-
pexfJ. Here is an example of the way

In which tie evil began. A manufac-
turer lost In the fire a building and

, plant .valued at $100,000. He received
$50,000 insurance, which was Jast about
money enough to replace the building.

The bank then loaned him $25,000, pay-
able on demand, so that he could buy
machinery and resume operation*. Ob-
viously the money has gone Into per-
manent capital, and there Is little
chance of its being repaid until the
earnings of the plant have created a
surplus fund, or new capital has been
provided. Such loans are contrary to
the policy of all commercial banks, of
course, but not a few of them were
made in order to hasten the restora-
tion of San Francisco's industrial facili-
ties.

banks and by the Issue or Panaao*
bonds, which could be used by the »•-
tional banks as .the basis of addition*!
circulation. But the premium persisted
until after the January dlsbursementi
of bond Interest and industrial divi-
dends, when It disappeared. completely.

The existence of thla premium m%4«
ItImpossible for the banks to gat c*«h
except at a considerable loss. Many of
them faced thla loss as cheerfully am
possible, and It is a matter of record
that about- J18.000.000 of gold was re-
ceived InSan Francisco during the two
months of the financial trouble. Most
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