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! DEFECTS IN THE ACT OF 1865
- In our last article we ontlined the baaking system inaugurated by the
n ' National Banking Act of 1865 and pointad out a fow of the benasits)
which it brougnt to the country. These wore many. But the system was
far from perfect. And its defects came to light every now and then —
firct in 1873, then in 1893 and again in 1907—the thres great crisis years.
About once in twenty years there seems to come a time when the strength
I “of the American financial and commercial fabric is tasted, when men lose
] confidence in each other’s solvency, when the wealtest of the baniks are
weeded out and the less wisely planned busine:ss enterprises go to the wall.
1 And these crises, as they are called show up the flaws in a conntry's bank-
s Mg system,
' Ihc National Banking Act of 1865 gave the United States a sound and
: uniform cuirency. But it failed to provide for varciation in the amonut
« of this currency to correspond to the variations in the demand for -t.
H Sanks issued more or less of their noies according as the pricz of U. 8.
‘ bonds made it more or less profitable,
'. Nt_‘nw tl_!ere are cerfain times of the year, notably in the fall, in erop
p moving time when the country needs more money, more of the medium by
) ’ : - \ﬁ‘ml:h products of the soil can be exchanged for manufactured goods amd
- ' . vice versa. At these times banks need ability to make loans and need
1 ability to meet the increased demands made by depositors. And in
“:'”.I : crisis yea'._‘; tlhey need this twice as much. Their resources may be double
dit - . o their habilities, but they need some way to turn those resources into a
e ————— — Scene from The Million Dollar Doll. Anuditorium Saturday, Nov. 4, matinee and night. . medium of exchange which will cirenlate as money while the extraordinary
S —— —— demand lasts. When normal times return they don’t nced the money. It
| - , i i : s — | i1 a white elephant on their hands and a positive injury to the country.
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