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ANNUAL REPORT

BANK COMMISSIONERS

To Hon. Ephraim M. Wright, Secretary of the Common-

wealth :—
The Bank Commissioners, in compliance with the require-

ments of the law under which they hold their commissions,

respectfully present their Third Annual Report :

—

The whole number of banking institutions in the State, on

the 31st of December, 1S52, was one hundred and thirty-seven,

thirty-two of which were in Boston. The total of bank capital

at that date, was $43,270,500.

The whole number of savings institutions, at the same time,

was fifty-four.

The Manufacturers' Bank, at Georgetown, was, at the time

indicated, and is now, in the course of closing its concerns. In

regard to this bank, it may be proper to say, that the par

value ($100 per share) of the capital stock was paid to the

holders, April 26th, 1852 ; and, provision having been made
for the redemption of outstanding bills, (amounting, on the 1st

of September last, to $749,) a dividend of 10 ^^^^ per share,

was then made. The bills are redeemed at the Suifolk Bank,

at Georgetown, and at the S picket Falls Bank, Methuen.

The following tables show the banks incorporated at the last

session of the Legislature, and those whose capital was in-

creased.
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In the last list is included the Merchants' Bank, Boston,

which was authorized to increase its capital stock, by an addi-

tion thereto, not exceeding ^2,000,000—such increase to be

subject to the provisions contained in " an Act to authorize the

business of Banking," passed May 24th, 1851, and in the " Act

additional thereto."

It is provided in the Act granting the increase, that " no part

of the additional capital aforesaid shall be exempted from tax-

ation, until the whole circulation of said bank shall exceed the

amount already allowed by law."

It will be seen by Table No. 2, that the sum of $1,000,000,

a moiety of the increase, has already been paid in; and the

business of the bank proceeds in the same manner as though

it had been added in the usual way. This process of engraft-

ing the provisions of the free banking law, upon an old institu-

tion, may be worthy of notice. We therefore furnish, (see

Appendix, No. 1,) the opinion of eminent counsel, defining the

duties of the corporation, in the process of increasing the

capital, and of amalgamating the new capital with the old.

The foregoing lists present the actual amount of increased

capital recently paid in, as well as the number of new banks

which have commenced operations, and the paid capital of each,

and consequently, the total of bank capital brought into opera-

tion within the year. The aggregate of new capital derived

from both sources, is $7,665,150.

The addition made by Boston banks is . . $5,188,900

The addition made by country banks is . . 2,476,250

This sum, added to the pre-existing bank capital of the

State, shows the amount of capital now existing, and dis-

tributed as follows :

—

Thirty-seven banks in Boston, .... $29,848,900
One hundred and fourteen out of Boston, . . 21,086,750

$50,935,650

By the law establishing this Board, the Commissioners are

required to visit every bank and institution for savings, at least
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" once in every two years "
; and also to examine all banks

" within the first year after they shall go into operation," as

well as all banks whose capital shall be increased " within

the first year after the additional stock shall be paid in.*'

In com})liance with this provision of law, the institutions

referred to have all been visited and examined within the term

of " two years," from the date of our commission in May,

1851. Twenty-seven banks of circulation, and the same

number of savings banks, were reported on in our first annual

communication ; eighty-five other banks, and twenty-one

savings institutions, were embraced in our second Report, made

in December, 1852 ; there being left at that time twenty-five

banks and six savings institutions, which have been visited

subsequently.

The Commissioners have presented, in their two preceding

Reports, the condition of the banks visited by them, compared

with their condition when visited by the former Board ; and it

is thought proper to pursue a similar course of comparison now,

in regard to the remaining banks, which were not examined

until after the 1st of January, and before the 13th of May last.

We are thus enabled to furnish an aggregate comparison, at the

two periods referred to, of all the banks examined by the Board

during the first two years succeeding its organization, and

comprising all that were in operation on the 13th of May, 1853.



COMPARATIVE EXHIBIT.
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Table No. 5 exhibits a comparison between the twenty-six

banks examined since January 1st and before May 13th, 1853,

and the same banks, when examined in 1850—by which it

will be seen that the increase of the capital of those banks is

but $100,000, not one per cent., while the circulation has ad-

vanced nineteen per cent. The increase of deposits and specie

is about forty per cent. The rate of increase of immediate

liabilities, though it falls below that of specie or deposits, exceeds

the rate of immediate resources. In sixteen of these banks

the specie has been increased, and in ten of them it has been

diminished. The aggregate of specie shows an increase of

twenty per cent. A very considerable decrease of the liabili-

ties of directors will be noticed.

On referring to Table No. 6, and comparing the result of the

first examination, or that of 1850, with that of the second

examination, it will appear that the capital and circulation

have increased in almost the same ratio, as is the case with

deposits and specie—the two latter increasing in a greater de-

gree than the two former—and that the increase of the loan is

in somewhat less proportion than that of specie or deposits
;

while the liability of directors has been somewhat diminished.

The immediate liabilities have increased to a greater per-

centage than the immediate resources, and about in proportion

to the specie, deposits, and loan. The condition of the banks

visited since the 13th of May, (the commencement of the

second biennial term of this Board,) will be seen in the follow-

ing Abstracts, arranged according to the date of the respective

examinations.
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ABSTRACTS,
Shoiving" the condition of the Banks visited by the Commis-

sioners since May 13, 1853. The date of the examination is

placed under the name of the Bank.

BUNKER-HILL BANK—CHARLESTOWN.
[June 24, 1853.]

Capital,

Circulation,

Deposits, .

Profits on Hand, .

Immediate Liabilities, .

Immediate Resources, .

$200,000 00

163,089 00

222,005 23

30,539 48

$615,633 71

385,094 23

199,055 20

Loan,

Real Estate,

Checks and Bills of
other Banks, .

Bank Balances,

.

Specie,

Liabilities ofDirectors,

Loan on pledge of
Stock of the Bank,

$398,578 51

18,000 00

24,569 78

144,584 91

29,900 51

$615,633 71

$19,992 27

11,300 00

NAUMKEAG BANK—SALEM.
[June 30, 1853.]

Capital,

Circulation,

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities,

.

Immediate Resources,

.

$500,000 00
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LEE BANK.—LEE.

[July 14, 1853.]

Capita],

Circulation, •

Deposits,

Bank Balances, .

Profits on Hand, .
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WESTERN BANK.—SPRINGFIELD.

[July 27, 1853.]

Capital,

Circulation,

.

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities,

Immediate Resources,

$250,000 00
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HAMPDEN BANK.—WESTFIELD.

[August 9, 1853.]

Capital,

Circulation,

.

Deposits,

Bank Balances, .

Profits on Hand, .
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TRADESMAN'S BANK.—CHELSEA.

[ August 18, 1853.]

Capital,

Circulation, .

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities, .

Immediate Resources, .

$150,000 00
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OXFORD BANK.—OXFORD.

[Aug. 25, 1853.]

Capital,

Circulation, .

Deposits,

Bank Balances, .

Profits on Hand, .
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MECHANICS' BANK.—BOSTON.

[Sept. 2, 1853.]

Capital,

Circulation,

Deposits,

Bank Balances, .

Profits on Hand, .
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MERRIMACK BANK.—HAVERHILL.

[Sept. 14, 1853.]

Capital,
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LAIGHTON BANK.—LYNN.

[Sept. 21, 1853.]

Capital,

Circulation, .

Deposits,

Bank Balances, .

Profits on Hand, .
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MERCHANTS BANK.—NEW BEDFORD.

[ October 5, 1853.

]

Capital,

Circulation, .

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities, .

Immediate Resources, .

$600,000 00
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MARINE BANK.—NEW BEDFORD.

[October 12, 1853.]

Capital,

Circulation,

Deposits,

Bank Balances, .

Profits on Hand, .
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MAIIAIWE BANK.—GREAT BARRINGTON.

[October 19, 1853.]

Capital,

Circulation, .

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities,

Immediate Resources,

$150,000 00 Loan,

160,336 00

27,625 27

205 34

18,542 52

$356,709 13

Real Estate,

Checks and Bills of
other Banks, .

Bank Balances, .

Specie,

$188,166 61

54,013 92

Liabilities of Directors,

Loan on Stock of the

Bank,

$299,961 29

2,733 92

3,743 67

45,478 15

4,792 10

$356,709 13

3,791 30

WESTFIELD BANK.—WESTFIELD.

[October 21, 1853.].

Capital,

Circulation, .

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities, .

Immediate Resources, .

$150,000 00
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QUINSIGAMOND BANK.—WORCESTER.

[October 24, 1853.]

Capital,

Circulation,

.

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities, .

Immediate Resources, .

$150,000 00

113,902 00

54,649 98

577 29

10,956 65

$330,085 92

$169,129 27

38,737 40

Loan,

Real Estate,

Checks and Bills of

other Banks, .

Bank Balances, .

Specie,

Liabilities of Directors,

Loan on Stock of the

Bank,

$291,348 52

1,842 78

28,667 34

8,227 28

$330,085 92

$19,326 30

MECHANICS' BANK.—WORCESTER.

[October 26, 1853.]

Capital,

Circulation, .

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities, .

Immediate Resources, .

$350,000 00
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NEWTON BANK.—NEWTON.

[ Oct. 28, 1853.]

Capital,

Circulation, .

Deposits,

Bank Balances,

Profits on Hand,

Immediate Liabilities, .

Immediate Resources, .

$150,000 00
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MERCHANTS' BANK.—SALEM.

[Nov. 10, 1853.]

Capital,
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PEOPLE'S BANK.—ROXBURY.

[Nov. 29, 1853.]

Capital,

Circulation, .

Deposits,

Bank Balances,

Prolits on Hand,

.$150,000 00 Loan,

87,059 00 Real Estate,

80,797 77
I
Ciiecks and Bills of

other Banks, .

9,775 89

$327,632 06

Immediate Liabilities, .

Immediate Resources, .

$107,856 77

29,243 33

Bunk Balances, .

Specie,

Liabilities of Director?,

Loan on Stock of the

Bank,

$298,389 33

1,250 11

18,434 55

9,558 07

$327,632 66

$35,158 93

5,410 85

BANK OF COMMERCE.—BOSTON.

[Nov. 30, 1853.
]

Capital,

Circulation, .

Deposits,

Bank Balances,

Profits on Hand,

2,000,000 00

469,509 00

1,085,595 80

883,917 73

133,144 38

|4,572,166 91

Immediate Liabilities, . 2,439,022 53

Immediate Resources, . , 1,191,253 42

Loan,

Real Estate,

Checks and Bills of
other Banks, .

Bank Balances, •

Specie,

Liabilities of Directors,

Loan on Stock of the

Bank, .

$3,366,276 33

14,637 16

583,604 65

386,655 57

220,993 20

$4,572,106 91

$353,329 00

40,740 38
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AGGREGATE
OF THE FOREGOING STATEMENTS.

Capital, ....
Circulation, ....
Deposits, ....
Bank Balances,

Profits on Hand, .

Loan,

Real Estate, ....
Stock,

Checks and Bills of other Banks,

Bank Balances,

Specie,

Immediate Liabilities, .

Immediate Resources, .

Liabilities of Directors,

.

Loan on Stock of the Banks, .

$8,640,000 00

5,459,866 00

3,515,874 00

1,075,173 00

740,184 00

$19,431,097 00

$16,073,237 00

177,972 00

3,500 00

772,538 00

1,866,450 00

537,400 00

$19,431,097 00

$10,050,913 00

3,176,388 00

1,949,853 00

139,073 00
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SUMMARY,

Exhibiting rates ofExchange charged by each of the thirty-two

Banks tiamed iu^ tlie preceding tables.

1,

BoNKER Hill Bank, Chariestowiu

—

On New York and Philadelphia, one-

fourth of one per cent.

2.

Na0Meeag Bank, Salem.—On Philadelphia and Baltimore, one-fourth of one

per cent. Boston and New York, nothing. On other places, generally,

enough to cover expense of collecting.

3.

Lee Bane, at Lee.—On Boston and New York, nothing. Philadelphia and

Baltimore, J to 1 per cent. Charleston and Chicago, Ih, per cent. Provi-

dence, Hartford, &c., | per cent.

4.

HousATONic Bank, Stockbridge.—No charge for exchange beyond what it

costs to collect,

5,

Western Bank, Springfield.—Charge for exchange varies with the time the

paper has to run. On Boston, New York, Philadelphia, Albany, Providence,

Hartford and Portland, i per cent. Buffalo, h. per cent. Baltimore, Charles-

ton, New OrLeans, &c., " uncertain."

6.

Ocean Bank, Newburyport.—Charge for exchange "varies, according to

amount, time and other circumstances." On Boston, nothing. New York,

par to 1 per cent. Baltimore, i to 1 per cent. Philadelphia, J to 1 percent.

Charleston, 1^ to 2 per cent. New England generally, h p«r cent.

7.

Hampden Bane, Westfield.—Charge no more exchange than what it costs to

collect.

8.

Malden Bank, Maiden.—On Boston and New York, | to i per cent. Baiti

more, | per cent. Charleston and Buffalo, \k per cent. Mobile, New
Orleans, and Louisville, 2 per cent. Hartford, Providence, Lowell, Spring-

field, &,c., h per cent.

5
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9.

Tradesman's Bank, Chelsea.—Sometimes varies with the time the paper has

to run. Seldom charge any thing on Boston. On New York, Philadelphia,

Providence, and Lowell, h per cent. Cincinnati and St. Louis, 1^ to 1^ per

cent. Salem, 4 to i per cent.

10.

Worcester Bank, at Worcester.—Charge on all paper payable out of Wor-

cester ; charge varies with time the paper has to run. On New York,

Philadelphia, Baltimore, Albany, and Providence, il to 1 per cent. On Cin-

cinnati and St. Louis, 14 to 2 per cent.

11.

Oxford Bank, at Oxford.—Charge varies with the time the paper has to run.

On Boston, J to :i per cent. New York, ^ per cent. Philadelphia, ^ to |

per cent. Charleston, 1^ per cent. Cincinnati, Id to 2 per cent. Albany,

Providence, and Hartford, ^ per cent.

12.

RocKPORT Bank, at Rockport.—On Boston, Providence, Hartford, Portland,

and Springfield, ^ per cent. ; charge varies with the time the paper has to

run.

13.

MECHAmcs' Bank, Boston.—On New York, par to ^ per cent. Philadelphia,

I to I per cent. Charleston, J to 1^ per cent. Lowell and New Bedford,

i to -h per cent. St. Louis, 2 per cent.

14.

Mattapan Bank, Dorchester.—On Boston, par to ^ per cent. New York,

Philadelphia, Providence and Portland, ^ per cent. Nantucket, ^ to 1 per

cent.

15.

Merrimack Bank, Haverhill.—Charge varies with the time the paper has to

run. On Boston and New York, i to |- per cent. Baltimore and Philadel-

phia, i to 1 per cent. Charleston, 1 to 2 per cent. Cincinnati, Id to 2d per

cent. Portland, ^ to 1 per cent.

16.

Cambridge Market Bank, at Cambridge.—Charges vary with the time the

paper has to run. On Boston, i to j^ per cent. New York, ^ to 1 per cent.

17.

Laighton Bank, Lynn.—Charges vary with the time paper has to run. On

Boston, i per cent. New York and Salem, | to d per cent. Philadelphia,

d to 1 per cent. Cincinnati, St. Louis, Pittsburg, and Chicago, 2 per cent.

Mobile, New Orleans, and Louisville, Id to 2 per cent. Providence, Hart-

ford, New Bedford, &ic., h per cent.
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18.

Village Bank, Danvers.—Charges vary with the time paper has to run. On
Boston, usually nothing. New York, 5 to i per cent. Philadelphia and

Baltimore, h per cent. Charleston, Louisville, Cincinnati, and Pittsburg, 1

to 1^ per cent. Providence, Hartford, Portland, &.C., i per cent. Sometimes

charge higher than here named, but these are the usual rates.

19.

Merchants' Bank, New Bedford.—Very rarely charge exchange on Boston

or New York ; have charged, in some few instances, i to ^ per cent. Provi-

dence, i per cent. Philadelphia, i. Baltimore, |. Hartford, Portland,

Salem, &.c., " generally charge about what we have to pay."

20.

Pacific Bank, Nantucket—Charges vary with the time the paper has to run.

On Boston, usually nothing. New York, Philadelphia, and Albany, ^ per

cent. Baltimore, | per cent. Providence and Hartford, i per cent

21.

Marine Bank, New Bedford.—On Boston and New York, nothing. Phil-

adelphia, Baltimore, Providence, and Nantucket, i to 1 per cent. On other

places charge whatever Boston and New York charge them.

22.

Wareham Bank, at Wareham.—On Boston, i per cent. New York, J to ^

per cent. Philadelphia and Baltimore, h per cent. Charleston, 1^ per cent.

Albany, Providence, and Hartford, ^ per cent.

23.

Mahaiwe Bank, Great Barrington.—On Boston, ^ per cent. New York,

usually i per cent.

24.

Westfield Bank, at Westfield.—No charge on paper discounted, payable in

Boston or New York.

25.

QuiNsiGAMOND Bank, Worccstcr.—Charges vary with the time the paper has

to run. On Boston, i per cent. New York, Philadelphia, and Albany, h to

1 per cent. Baltimore, | to 1 per cent. Charleston, Mobile, New Orleans,

&c., 1^ per cent. Providence, Hartford, Springfield, &c., h per cent

26.

Mechanics' Bank, Worcester.—Charges vary with the time the paper has to

run. On Boston, i to | per cent. New York, Philadelphia, Baltimore,

Providence, and Hartford, i to 1 per cent. New Orleans, Louisville, Cincin-

nati, St. Louis, Pittsburg, and Buffalo, li to 2 per cent Providence and

Hartford, i to 1 per cent Springfield, Portland, &c., i to | per cent
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27.

Newton Bank, at Newton.—Charges vary with the time the paper has to run.

On Boston, nothing to i per cent. New York, Albany, Salem, and New-

buryport, :J to i per cent. Philadelphia and Baltimore, ^ to 1 per cent.

New Orleans and Mobile, 1 to 2i per cent. Providence, Hartford, Spring-

field, &c., :i to 1 per cent.

28.

Freemak's Bank, Boston.—On New York, | to 1 per cent. Philadelphia and

Baltimore, i to 1 percent. Charleston and Cincinnati, 1 to 1^ per cent. New
Orleans and Buffalo, 1 per cent. Albany, Hartford, Portland, New Bedford,

and Springfield, ^ to 1 per cent.

29.

Merchants' Bank, Salem.—On Boston, nothing. New York, nothing to J

per cent. Philadelphia, 4 to | per cent. Baltimore, ^ to % per cent.

30.

Fall River Bank, at Fall River.—On Boston and New York, | per cent.

Philadelphia, Baltimore, Albany, and Hartford, i per cent. New Bedford

and Providence, i per cent.

31.

People's Bank, Roxbury.—On Boston, nothing. New York, Philadelphia,

Baltimore, and Hartford, i to i per cent. New Bedford and Providence, |

per cent.

32.

Bank of Commerce, Boston.—On New York, Philadelphia, Baltimore, Hart-

ford, and Springfield, ^ per cent. Charleston, Mobile, New Orleans, Cincin-

nati, &c., li per cent. Providence, Lowell, New Bedford, and Salem, i per

cent

The following is a list of the banks of discount and circula-

tion visited by the Commissioners during this year.
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Banks visited by the Commissioners—1853.
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Banks, Etc.—Continued.

Counties. Cities or Towns. Ifames of Banks.
First day of

Examinat'n

Berkshire, .

Norfolk,

Bristol,

Pltmocth, .

Nantucket,

Lee,
Stockbridge, .

Gt. Barrington,

Canton, ,

Dorchester,

Newton,
Roxbury,

Taunton,
Taunton,
New Bedford, .

New Bedford,

.

Fall River,

Plymouth,
Warehain,

Nantucket,

Lee,
Housatonic,

Mahaiwe,

Neponset,
Mattapan,
Newton, ,

Peoples', .

Bristol County,
Machinists',

Merchants',

Marine, .

Fall River,

Plymouth,
Wareham,

Pacific,

July 14.

15.

Oct. 19.

March 17.

Sept. 9.

Oct. 28.

Nov. 29.

March 29.
« 30.

Oct. 5.

« 12.

Nov. 17.

April 12.

Oct. 13.

« 10.

These banks, fifty-eight in number, in various parts of the

Commonwealth, have been visited without notice, and the inves-

tigation, in every instance, has been of a character enabling us

to ascertain their general "condition and conduct," upon which,

under the law, it is a primary duty of the Commissioners to

report annually, making such suggestions as shall be deemed

expedient.

Various and frequently very important *' suggestions," origi-

nating with committees of the legislature, or former Bank Com-

missioners, have heretofore been made, arising out of practices

of the banks which still prevail to some extent. We take occa-

sion to notice the Reports of the Board of Bank Commissioners,

(established just prior to the expiration of most of the bank

charters of the State,) whose duty it was, in part, to propose

amendments of the banking system. This duty was ably and

faithfully discharged by that Board. Their Reports are replete

with practical suggestions upon our banking laws in general,

and judicious and timely references to defects of the system,

or practices under it, most deserving of public attention and the

interposition of the legislature. (Appendix, No. 2.)
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We shall refrain from repeating the recommendations now
referred to, except in cases where forbearance would be at

variance with duty.

The dividends of profits by the banks, the past year, have

been large, and aft'ord presumptive evidence of their good con-

dition. The institutions referred to by us last December, as

omitting to make dividends in the preceding October, have

since been enabled, in most instances, to divide as usual.

In general, we have to state in reference to the "condition " of

the banks, that it is satisfactory
;
inasmuch as their assets, other

than and in addition to specie items, constitute an apparently

ample resource to meet their liabilities ; the loan, though much
extended, being based on the diversified transactions of the

community about them, arising out of the rapidly extending

business of the country. Some modifications of this opinion

will be made as we proceed.

The "general conduct" of the banks, almost necessarily, it

would seem, to be inferred from their condition, we are glad to

state, is worthy of commendation in very many particulars.

In most cases, the success of the institutions, rather than their

own accommodation, seems to be the aim of those connected

with their management. In illustration of this, we may point

to the comparative diminution of the liabilities of Directors, as

exhibited in Tables Nos. 5 and 6.

Perhaps, however, too often, success, or the advancement of

the stock, becomes paramount to the great end, as contemplated

by the legislature in the establishment of banks—the accom-

modation of the public, and, more particularly, of the vicinity;

for we have, in some instances, noticed a prevailing disposition

to make loans to applicants from distant States, without due

regard to the wants of the neighborhood
; a practice we have

not failed to scrutinize, and the propriety of which we have

felt called on to question ; especially when such loans are (what,

however, we have not found common,) unaccompanied by abun-

dant collateral security, or a sound party, within the Common-
wealth. We do not undertake to say, that at present, loans of

this description exist to an extent or of a character to put in

jeopardy the interests of the institutions in which they are

found ; but, we hold it to be an important rule, to supply first,
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and chiefly the home demand, always presumed to exist, for the

grant of the charter presupposes it. And, though the prospect

of increased circulation and the temptation of exchange may
hold out inducements to depart from such a general rule, and

tend for a time to increase the dividends, still, the bank that

confines itself to a supply of the necessities of its own vicin-

ity, alone realizes the object for which it was created.

In the present vastly extended business of the Common-
wealth, the banks are strongly tempted, through a desire to

make large dividends, to overrun the legal limit of their loan.

Great caution is requisite on the part of bank officers in this

particular ; and they should never forget that the provision

of the law on the subject is as clear as it is obligatory.

Some opinion maybe formed of the "condition" of the

banks, from the condensed statements accompanying this Re-

port. The amount of specie and specie funds will speak for

themselves. The loan, so important a feature of these state-

ments, has been carefully examined by the Commissioners
;

and in these, as well as kindred investigations, we have been

aided in all cases by some portion of the Directors, and occa-

sionally by other stockholders. We feel much confidence in

the soundness of the loans of the banks generally
; they have

not been injuriously aff"ec^ed to any visible extent, the past

year, by the fluctuations of trade or any great commercial em-

barrassments or individual failures.

The amount of suspended and over-due paper in the banks,

has been essentially reduced—an important fact in connection

with their condition.

The subject of specie, as an element in the estimate of the

"condition " of the banks, should not be passed over lightly.

Undeniably, the amounts held by many of the banks are quite

too small to satisfy the reasonable expectations of the public, or

to evince a becoming regard for the theory which contemplates

the instant conversion of every bank note issued into coin at

the will of the holder. In some institutions of the highest

repute and most undoubted ability, the amount of the precious

metals on hand has been so small, as hardly to merit a name

or place in comparison with the circulation. Suggestions from

the Commissioners for immediate increase, are listened to
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respectfully, and, we believe, are acted on promptly and in good

faith ; but it is obvious that a strong desire to increase the

earnings of a bank is too apt to silence the voice of experience,

and to weaken that nice regard for the sound action of the sys-

tem, which ought uniformly to prevail. The confidence of the

people in their moneyed institutions is great, and so long as no

untoward event occurs, to undermine this confidence, bank

credit will stand firm. But whatever tends to awaken popular

disfavor should be carefully guarded against.

It is impolitic for any friends of the system to disregard the

principle of keeping in vault a liberal supply of specie ; weak

banks cannot do it without danger ; strong ones do injustice

to themselves, by omitting the precaution. It is true the law

prescribes no special amount of specie to be held by the banks
;

they pay a heavy tax to the State, and forego the use of a con-

siderable sum to provide for the redemption of their notes in

Boston. Yet they should remember that public attention has

of late been called to this subject, and it is certainly entitled

to the highest consideration. The action of the general court

respecting it, at the last session, is an admonition, that, unless

a liberal spirit is evinced by the banks in this particular, legis-

lation may be resorted to for a corrective.

By section 8 of the general banking law, it is provided that

"no loan or discount shall be made, nor shall any bill or note

be issued by any bank, or by any person on its account, in any

other place than at its banking house." And by section 34, same

chapter, every bank is required to " be kept in the town in

which it is established, and in such part of such town as is

prescribed by its charter."

Practices have been gradually growing up in several of the

banks, at variance with the provisions of law above recited.

These practices, though they may have originated in a desire

to accommodate bank customers, the Commissioners believe, if

persisted in, might lead to a general, direct and open violation

of the law. If the business of the banks were allowed to be

conducted by agencies, or by officers of the banks themselves,

at a distance from their own counters, and away from their

own vicinities, it would be an evident perversion of the design

6
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of the legislature in the establishment of banks. The Com-
missioners, therefore, after a careful scrutiny, enjoined upon the

banks alluded to an immediate and entire discontinuance of

these practices.

This requirement has been fully, and, as we believe, faith-

fully complied with. And we have quoted above the pro-

visions of the law on the subject, to the end that their direct-

ness and explicitness may be seen and appreciated.

The Conmiissi ners, under the obligations which rest upon

them, must necessarily be watchful in regard to this matter;

and they will not fail to notice any tendency, in the transac-

tions of the ban'.s, to overlook the requirements of the law.

It will appear by Table No. 3, that the total emission of bank

notes is reported distinctly from the usual statement of circula-

tion. The law declares that " the amount of bills issued by any

bank, shall not, at any one time, exceed the amount of stock

actually paid in, more than twenty-five per cent." It will be

seen by reference to the table, that the emission greatly exceeds

the circulation, embracing, as it does, all the bills of the banks,

whether at home or abroad. It is to be regretted that so great

latitude exists in regard to the making of bills at pleasure;

there is great hazard in it, and the consequences may be dis-

astrous.

In the absence of any legislation defining the character of the

plate, or regulating the custody of bills, signed and unsigned,

it seems natural that some uneasiness should prevail upon the

subject, and we cannot forbear to refer to the want of uniform-

ity, on the part of Presidents and Cashiers, but chiefly the

former, in maintaining proper checks upon each other in the

preparation of bank notes for circulation.

The suggestion may be made, that the legislature may
deem it advisable to provide for the registry of all notes or

bills authorized to be issued or put in circulation as money.

But, in the absence of such legislation, we deem it the part of

ordinary prudence to require an exact account to be kept of all

bills, as they come from the hands of the engraver, the Presi-

dent being made the depositary of them, in the first instance,

and being required to keep a precise statement of the disposi-
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tion made of them. The same officer should also keep a

counterpart of the bank note account now exhibited by the

Cashiers in general.

It is not to be understood that this subject is overlooked

entirely by the presiding officers of banks. In some institu-

tions the most scrupulous exactness is practised, so that the

President holds the materials for verifying, at any time, the

statements of the Cashier, and tlius manifests a proper sense of

responsibility. We think that both the President and the

Cashier sliould be able to exhibit, at once, the amount of bills,

not only outstanding in the cash, and issued or circulated as

such, but the actual amount of paper in the vault unsigned;

and, as an antecedent to all this, the aggregate of all the orders

ever filled for the bank by the engraver.

The law provides that all bills of a bank, "signed by either

the President or Cashier thereof, which shall be, in circulation,

through the agency or neglect of any officer of the bank, sliall

be redeemed by the corporation." But the law prescribes no

such duty as the keeping of a register of bills ; the bank is not

bound by law to keep one. Such registers are kept in most

banks, but with very different degrees of exactness. Hence,

if bills wanting the genuine signature of either of the o!licers,

find their way into circulation, it will not be found an easy

task to trace directly to the bank that kind and degree of

agency or neglect, requisite to make it liable for the amount of

the notes.

Every new impression, and every new issue, should be

authorized by express vote of the Directors ; and care should

be taken that bills be ordered, as nearly as possible, only when
they are wanted for use. Very few, or none at all, need be

retained in blank. In several banks it is a rule not to keep any

on hand.

This topic has been much discussed between bank officers

and the Commissioners. Many coincide with us in opinion
;

while sometimes the danger from accident or fraud resulting

from the foregoing considerations, has been regarded as a re-

mote contingency ; but the contingency is one that has hap-

pened, and may happen again ; and consequently, we think,

should not be passed over with indifference.
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The importance of this subject will appear more fully by an

examination of two cases reported in the 17th volume of

Massachusetts Reports : Sal m Bank vs. Gloucester Bank—
Gloucester Bank vs. Salem Bank. These actions arose out

of the loss of a large amount of bills purporting to be the

notes of the Gloucester Bank, which, after the Cashier had

signed them, were stolen, and the signatures, of the President

forged thereon. (See Appendix, No. 3.)

" Bank Returns " are required by law to be made as of the

first Saturday of such preceding month as the governor may
designate. More frequent returns are deemed to be desirable.

The average of all the monthly returns usually prepared to

meet the ccntingency of a call, might easily be rendered at

the time of making the annual return. Monthly returns were

proposed by a former Board of Commissioners, and no serious

objection to such a measure occurs to us. The objection has

been made, that such a requisition would demand considerable

additional clerical force. The reasonableness of this objection

is by no means apparent, it being the practice of almost every

institution, and the manifest duty and interest of all, to prepare,

once or twice a week, and place upon record, statements of

their liabilities and resources. Some requirement, by law, of

additional returns, is due to those institutions that desire to

stand on their own merits, and its utility is conceded by very

many intelligent bank officers. The banking system is so

intimately connected with all business transactions, that a per-

vading interest is felt in every thing pertaining to it ;
and,

therefore, the condition of the banks should be as fully made

known to the public, as the nature of the case will admit.

By a recent law of the State of New York, weekly returns

are required from the banks of the city of New York, and the

avidity with which they are looked for, and the freedom with

which they are discussed, furnish ample testimony of their

importance. Perhaps the propriety of a similar law, with

reference to the city of Boston, may deserve consideration.

Good institutions will court scrutiny ;
doubtful or feeble ones

will be induced to put themselves in proper condition for the

ordeal of public x)pinion.
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We give, in the Appendix, (see Note 4,) the law of the State

of New York, to which we refer.

It will appear, by the general bank abstracts, that considerable

diversity prevails, in the mode of stating the returns annually

made under the executive call, particularly in reference to

" net profits on hand," and " time of declaring last dividend."

It is respectfully submitted, whether greater uniformity, and

more precision might not be obtained, by an amendment of

the law.

In the Report of the Bank Commissioners of 1839, we find

the following statement :—" The amount of circulation is dif-

ferently estimated at different banks. All the banks redeem

their bills in Boston. Some send for their bills, thus redeemed,

every day, others once a week, and others again, when con-

venient ; so that some banks will have none, some but few,

and others very large amounts of redeemed bills lying in Bos-

ton. But, in making out their returns, some banks return as

in circulation, all their bills which are out of the bank, though

a large part, perhaps, may have been redeemed, and may be

then lying in Boston ; others wait to hear how many of their

bills have been redeemed, and then return only the actual cir-

culation. This difference is not of great practical consequence,

inasmuch as the item of ' balances due from other banks,' on

the other side of the account, will be too large by just the

amount of bills lying redeemed in Boston. In one view, it

may be deceitful. A bank may appear to have a generous cir-

culation, with a large balance in other banks to redeem it,

when, in truth, it may be struggling on, with its account over-

drawn in Boston, though its actual circulation may be very

small."

The same practice, in making returns, now exists. Most of

the banks still return the bills actually redeemed and belonging

to them, but lying in Boston, as a part of their circulation.

We think this wrong, and that all bills belonging to the banks,

having been charged to them by the Boston bank, should be

credited to the Boston bank and considered out of circulation.

One bank has come under our observation, that stated its cir-

culation at one-third more than it really was, and, if it had

credited the Boston bank for the bills that were redeemed and
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charged there, it would have reduced its immediate resources

about seventy-five per cent. Another bank stated its circula-

tion at forty-five per cent, more than it really was; and if it

had credited to the Boston bank the bills that were redeemed

and charged there, it would have left the bank largely indebted

to the Boston bank.

The practice of taking exchange by the banks, has been

freely commented on in former Reports. The rates of ex-

change, owing to the pressure on the money market, have

not been diminished during the year. Whenever the banks

look to this as a source of profit, they de])art from their proper

sphere, by making that a primary pursuit, which is only per-

mitted as incidental to their business.

The great inequalities which exist in this respect, may be

seen in the Summary appended to the Abstracts, which will

also present such information on the subject, generally, as we

have been able to obtain.

Cashiers of ban\'s are not required, by law, to be sworn to

the faithful discharge of their duties. It is, perhaps, worthy

of consideration, whether the taking of an oath should not be

made an essential qualification, for an office of such responsi-

bility and importance.

It is the practice with some banks, to hold an election of

Cashier annually, in which cases, care is requisite, in so framing

his official bond, that it may have reference to his conduct

under future elections. Tha rule established by the supreme

court, on this subject, is, that "where it appears, by the recital

of the bond, or the records of the corporation, that his office

is annual, the bond extends only to defaults during the year."

But where it does not so appear, even though the Cashier is

elected annually, the bond continues in force during his whole

continuance in office.

It is understood that the case still pending, in which the

Cochituate Bank is interested, and which was referred to in

our second Annual Report, is about being presented for the con-

sideration of the court, upon an agreed statement of facts.
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An Act, approved May 25th, 1853, requires, that " a majority

of the Directors of every bank shall be residents, or have their

places of business within the county where the bank is estab-

lished, or within ten miles of the bank."

In the absence of any special time fixed by law for that

purpose, the banks newly chartered in the city of Boston, the

present year, held their annual meetings for the choice of offi-

cers subsequently to the time on which the last meeting was

held by any one of the preexisting banks, commencing on the

day next succeeding such last meeting, and holding them in

the order, respectively, which such new banks take in the

publication of the Acts and Resolves for 1853— the date of

their charters being simultaneous.

Allusion was made, in our preceding Report, to the New
England Association for the Detection of Counterfeiters, which

is receiving the aid of the State to the amount of $2,500 per

annum, for five years, from May, 1852, under certain condi-

tions.

The whole subject of the counterfeiting and altering of

bank notes, and their proper remedies, occupies much of the

attention of business men and bank officers, and in reference

to it now, we present in the Appendix, (Nos. 5 and 6,) a com-

munication from the Cashier of the Columbian Bank, (Sec-

retary of the New England Association,) and a letter from the

President of the Tremont Bank, both of which contain valuable

information and suggestions, and evince a commendable inter-

est in the subject.

By an Act of the Commonwealth, May 25th, 1853, "to

facilitate the detection, and prevent the circulation of counter-

feit bank bills," it is provided, that any bank established by

authority of this Commonwealth, which shall receive a coun-

terfeit bank bill from any other bank or person, shall write or

stamp the same as "counterfeit;" adding the name of the

bank, and initials of its officer making such stamp or writing

An "altered" bank bill is to be stamped or written upon, in

a way to give notice of such alteration.

We have reason to believe that this law has had a salutary
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effect, as it prevents counterfeits from again obtaining circula-

tion, (as has frequently been the case, heretofore,) after their

detection and return to depositors, in consequence of fraud or

neglect on the part of holders.

SAVINGS BANKS.

In former Reports, the early history of Savings Banks has

been investigated in connection with the legislation of this

Commonwealth. It is evident that the public are deeply in-

terested in them ; and the extent of that interest may be

learned from the subjoined statement, showing the increase, in

number and amount, of deposits, since 1834.

Year.
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Savings Banks Visited hy the Commissioners—1853.

Counties.
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As before remarked, the whole number of savings banks

in operation December 31, 1852, was, . . . .54
Since reported as having gone into operation, ... 7

61

The institutions that have commenced operations since the

date of our last Annual Report, are the Seaman's Savings Bank,

at Provincetown, and the six following, which were chartered

at the last session of the Legislature :

—

Abington Savings Bank, at Abington,

Dorchester " " Dorchester.

Waltham " " Waltham.

Westfield " " Westfield.

Cambridgeport " Cambridge.

Rockport " " Rockport.

So popular is the principle of such banks, that voluntary

associations of the kind have sprung up in some of our manu-

facturing villages ; and in portions of the State, individuals

having, from their position, important facilities, are doing the

business appropriate to savings banks, thus standing in an atti-

tude of rivalry with these beneficent institutions.

Many of the savings banks have become very largely ex-

panded ; and it may be suggested, as a proper inquiry, whether

this absorbing of capital, without some limitation of amount,

be advisable and expedient. This question has received atten-

tion in the State of New York, where a law has been passed,

restricting savings banks hereafter incorporated in the city of

New York and in the county of Kings, from receiving a larger

amount of deposits than three millions of dollars ; and pro-

viding, also, that the rate of interest on all deposits of ^500

and under, shall be one per cent, greater than on any sum ex-

ceeding $500'; and no such savings bank can hold a larger sum

than $1,(?00 from any single depositor. The latter provision

exists with us. In France it is understood that the maximum
to be received of any one depositor, has been reduced from

about $600 to less than $400.

These institutions in our own State have been very sucess-

ful, and their management, by prudent men of business, has
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been productive of incalculable good to thousands of depositors,

whose means might have otherwise been wasted.

These banks should be conducted strictly in subordination

to the general laws of the State ; and they should be held to the

safe and equitable rule of dividing their profits " in just pro-

portion " among all the depositors. They should be confined,

as closely as possible, to the receiving of deposits from those

who " need to be encouraged to the practice of frugality."

With ordinary care, this class of persons may receive adequate

returns ; and the cases will be but few, in which the sum of

$500 will be reached, especially if a distinction, similar to that

referred to in New York, should be made here, in favor of the

smaller depositors.

We adhere to the opinion, that the profits should be divided

semi-annually, keeping on hand a surplus against casualties

merely, and not with a view to a large extra dividend, at the

end of every term of five years. We are fully convinced that

the tendency of the plan of four per cent, annual dividends

only, is to attract persons of large means, (as has been remarked

in former Reports,) " to make deposits for the very purpose of

availing themselves of a share in the surplus profits every fifth

year." Such persons do not need, and should not seek the

benefit of the gratuitous labors of the benevolent conductors

of these institutions.

The Commissioners suggested, in their last Report, that the

regulation of these surplus funds was a subject worthy the

further attention of the legislature. Another year's experience

satisfies us of the importance of providing by law against the

practice of accumulating the entire profits above four per cent,

to be divided, as we think, not in the "just proportion," con-

templated by law.

The practice of dividing only four per cent, per annum, is

becoming less frequent than heretofore. Many institutions are

dividing five per cent. ; some divide six without incenvenience

or hazard. Even seven per cent, has been divided in rare

cases, thus realizing the true division of profits, " in just pro-

portion," according to law.

If men of competent means, in their own names, and in the

names of others, are to be allowed to make deposits for the
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sake of the large surplus accruing, in great part, from the hard-

earned pittances of the poorer classes, the chief design of the

institution will be perverted. Where money is found in large

masses, it is apt to be loaned in corresponding sums, and so not

to benefit, to much extent, the industrial classes. Within

suitable limits, these institutions may be useful to borrowers as

well as lenders ; while, without some limitation of the charac-

ter indicated, there is danger of absorbing too much of the

money of the country, in localities where it may be wanted by

the young and enterprising, who can furnish legal security,

but of a kind which the larger classes of savings banks are

averse to dealing in.

In another view, it is undesirable that they should be en-

larged by the contributions of the wealthy, who have no title

to the services of benevolent trustees. For, it is very clear,

that the savings banks of the first class will demand more time

for the duties of inspection and investment, than the patrons

of them can conveniently bestow. Thus there is danger that

the "luxury of doing good" may become too expensive a

gratification ; and the business of the institutions may fall into

the hands, exclusively, of salaried officers. The gratuitous

oversight of them is so important, that a departure, in that

respect, from the original principle, is obviously to be depre-

cated.

Most savings banks authorize their trustees to exercise a

discretion in the declining of deposits ; let them exercise this

authority in the cases of those who are not of the class con-

templated as suitable depositors. And if, at any time, it should

be determined to limit, by law, the aggregate sum to be held,

it might be fixed in the case of each particular corporation,

with reference to its locality—the charter defining the amount

in every instance.

There is a tendency to inadmissible investments, growing

out of large surplus accumulations. We have found several

cases of investments in real estate—a mode not recognized by

law. Any embarrassment, in this particular, might be removed,

so far as is needful, by the passage of a law authorizing the

holding of real estate for purposes of business; but there is no

necessity for this, in the case of the smaller institutions.
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If the earnings of the savings banks are divided every six

months, there will be little inducement to resort to the erection

of expensive edifices, as is sometimes done, for the accommo-

dations of business and for rents. The earnings may be so

divided with advantage ; they have been so, in our own State,

to some extent ; and we notice, that in some of the neighbor-

ing States, the dividends thus made, range from five to six per

cent, per annum.

Safety is the first great object, unvaryingly to be regarded

by these institutions. The interests of depositors should be

placed entirely above the hazards of trade, or the risks of ordi-
j

nary banking.

In this connection, we must urge the importance of sepa-

rating the savings banks, as much as possible, from the banks

of discount and circulation. Very many valuable bank officers

are connected with the management of some of the savings

institutions; but we deem it very objectionable that the offices of

cashier of a bank, and treasurer of a savings institution, should

be united in the same person
;

particularly when the directors

of the one, and the investing committee of the other are iden-

tical, or nearly so. A bank, allied in this way to a savings

institution, may be induced to suffer the uninvested funds of

the latter to remain on deposit to an inordinate extent; as it

may be paying a low rate of interest, and so may find it con-

venient to make these deposits the basis of extending its own
operations. The danger to be apprehended from such a state

of things, is, that the interests of the bank may conflict with

those of the depositors in the savings institution, which the

trustees are pledged to guard with a single as well as ever-

watchful eye.

We take pleasure in stating, that in general the funds are

kept beyond the hazards above indicated, and that the loans

are generally made according to the prescribed forms. In the

case of personal loans, however, deviations too frequently

appear, which we regard as unauthorized. It is not unusual

to find a guarantor substituted for a surety ; the former being

an inferior class of security to the latter.

Instances occur where a merely personal loan, or one classi-

fied as such, is fortified by other security. For instance : a



56 BANK COMMISSIONERS' REPORT.

note is taken with a principal and two sureties, with the col-

lateral support of a pledge of real or personal property. Such

mixed loans ai-e of doubtful legality, and subject the officers

to unnecessary responsibility. Every investment and loan

should fall clearly within the requirements of»the law ; and all

officers of these institutions should be constantly aware of

their personal accountability for all illegal loans and invest-

ments.

The practice of loaning on merely business paper, should be

avoided. Especially should the buying of bills of exchange,

and the discounting of mercantile notes, be regarded as dealing

in a class of securities never designed to be resorted to. Loans

of this character may sometimes afford greater profits, but can-

not be so safe for depositors, as the plain course marked out by

the law. Discounting by savings banks, has no legal sanction
;

and the taking of interest in advance, on notes secured by

mortgage, should not be tolerated. The usage referred to is be-

coming less frequent, and this practice, as well as that of taking

interest in advance on notes secured by mortgage, should cease

entirely.

By a law of this Commonwealth, corporations are required

to publish, once in five years, a list of all dividends and bal-

ances that have remained unclaimed for the space of two

years, with names of persons to whose credit such balances

stand. This requirement has been understood, by some few

of the savings banks, to be binding, and by others it has been

wholly disregarded. Many outstanding balances exist, that

have not been claimed for a much longer period than two

years
;
but the presumption is, that a majority of them have

been steadily kept in view by the depositors.

It seems difficult for the proper officers to make such a dis-

tinction, between unclaimed and unrecognized deposits, as to

enable them to comjily, efiectually, with the law in ([uestion

;

though there have been instances in which the treasurer's

advertisement has afforded timely notice to depositors who had

been ignorant or forgetful of their interests. It appears to us,

that the officers of savings banks should be specially required,

by law, to publish periodically, a list of balances, where depos-
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itors have omitted, for a given period, to draw principal or

interest ; and that the Commonwealth should be the trustee of

all finally unclaimed sums, and hold them for the benefit of

whom it may concern.

A " Sixpenny Savings Bank " is a novelty deserving of

notice. One such has been established in the city of New
York. A provision in its charter, declares it to be " the duty

of the trustees to regulate the rate of interest to be allowed to

the depositors, so that they shall receive, as nearly as may be,

a ratable proportion of all the profits, after deducting all neces-

sary expenses." And it is further provided, that all surplus

funds above $25,000, shall be ratably divided among the de-

positors. Should there be a call for such an institution here,

we would suggest the propriety of limiting the maximum of

deposits of each individual to a sum of very moderate amount.

Another recent enactment of the State of New York, pro-

vides, that it shall not be lawful for any trustee of a savings

bank to be a trustee of more than one such institution at the

same time ; and that trustees of savings banks shall not be

directors at the same time, in any bank in which any part of

the money of said savings bank shall be deposited.

So great confidence is reposed in the integrity of the treasurers

of very many of our savings banks, that we frequently find the

bond required of that officer to be very disproportionate to the

amount of funds in his keeping. This subject is regulated by

the trustees, and the law requires the treasurer to give bond
" to their satisfaction." The matter, after being passed upon

by them, when the institution is in its infancy, is too often

overlooked as it advances. It seems proper, that the bond

should have some reference to the total amount of deposits, and

undergo a periodical scrutiny by the trustees, with a view to

being enlarged, if needed.

The " general conduct and condition " of the savings

banks may be regarded as being creditable to those who
have charge of them. We have not undertaken to urge ad-

ditional legislation to any extent ; certainly none that will

8
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conflict with what seems to be the general purpose of the legis-

lature in regard to them. We believe this may be substan-

tially attained under the present laws with such modifications,

from time to time, as the regular growth of the institutions

shall render necessary.

In the earlier examinations of savings banks, a very impor-

tant question arose as to the obligation of some of them, (four

in number,) to make their investments in conformity with the

general laws on that subject. Those institutions were chartered

prior to the passage of the Corporation Act, and the laws regu-

lating investments.

It was the opinion of the Commissioners, and so expressed

in their first Annual Report, that the claims of these institu-

tions to be exempted from the operation of these general laws,

conflicted with the true policy of all savings banks ; and, if

allowed, would in efl"ect deprive the legislature of an important

power for the public good. The institutions referred to, were

merely empowered to invest their funds " to the best advan-

tage," the legislature not then pointing out the means of attain-

ing that end.

By an order of the Honorable Senate, May 14, 1852, the

Supreme Judicial Court was requested to furnish an opinion

upon the question, " Whether 'the Provident Institutions for

Savings in the town of Boston,' chartered in the year 1816, is

subject to the general laws relating to savings banks and insti-

tutions for savings, passed since the granting of the charter

aforesaid." The opinion of the whole court in the afiirmative,

appended to our last Report, was considered by us as conclusive

upon the corporations immediately interested ; and those insti-

tutions, with a single exception, now take the general laws as

their guide in loaning and investing their funds.

The exception is the " Salem Savings Bank," where very

many loans and investments exist, which are entirely and un-

deniably at variance with the general laws above referred to.

The trustees allege that they are bound by no rule but the

exercise of a sound discretion in the investments they make
;

and that the recent opinion of the Supreme Court does not

control them, it having been given merely in answer to a call
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of one branch of the legislature, without argument of counsel,

and without an investigation of facts. Their position is, that

this grave opinion of our highest judicial tribunal, given in a

constitutional mode, "upon an important question of law," and
" upon a solemn occasion," does not make them subjects of

legislative regulation, though they, as well as all similar insti-

tutions, make annual returns of their condition to the State

authorities.

We cheerfully accord to the managers of this institution the

praise of the highest ability, combined with a true and zealous

interest in its concerns—the result of all which has certainly

been beneficial to depositors. But we consider their practice to

be contrary to law, and the example to be one of most danger-

ous tendency.

The considerations offered on this subject in our first Annual

Report, still operate with unabated force ; and its manifest im-

portance commends it to the earliest attention of the legisla-

ture.

SAMUEL PHILLIPS.
EZEKIEL R. COLT.
W. B. CALHOUN.

Boston, December 30, 1853.
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No. I.

Boston, June 11th, 1853.

We have carefully examined the Act of the Legislature of 1851,

entitled " An Act to authorize the business of Banking," and the Act

in addition thereto, passed in 1852, and have compared the provisions

of the same with the general laws regulating Banks and Banking ; we

have also examined, in comparison with the above laws, the special Act

of 1853, entitled " An Act to increase the capital stock of the Mer-

chants' Bank in Boston.'

The last named Act clearly authorizes the increase of the capital of

the Merchants' Bank, by the addition thereto, of two millions of dollars,

or any part of that sum. This increased capital must be divided into

shares of f 100 each, to be paid in in such instalments, and at such

times, as the stockholders shall direct ; the whole increase need not be

made at one time, but may be made in instalments, provided the whole

increased capital be paid in in one year. As each addition is made to

the capital, the President and Directors are required to make a certifi-

cate, under their hands and seals, in which must be substantially stated,

the several particulars required by the law of 1851. The bank may,

if they please, deposit with the Auditor of Accounts of the Common-
wealth, such securities as are required by law, and receive from him

bills for issue and circulation ; they are, however, under no obligation

to do this. The last proviso of the Act authorizing increase, places,

beyond all question, the right of the bank to issue, under its present

charter, bills to the amount of twenty-five per cent, above its present

capital, before taking any bills from the Auditor. In fact, a bank may

be established under the law of 1851, and so long as it issues no bills,

no deposit need be made. It is only when such bills are taken from

the Auditor, that security must be given. There can be no practical

difficulty in increasing the capital as authorized. As soon as it is paid
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in, it becomes amalgamated with the existing capital, and the business

will proceed in the same manner as though it was added in the usual

way. No separate books or accounts are required, and no separation

of the business or separate administration or management, with the ex-

ception of the requisites which we have above stated, in the organiza-

tion ; there is really no difTerence between an institution incorporated

under the laws regulating Banks and Banking, and an association

organized under the law of 1851.

We cannot see that the bank or its stockholders, incur any other or

greater liability by the increase of capital ; the duties, restrictions and

liabilities, are the same. If the law of 1851, and the additional law of

1852, give any privileges, the bank will be entitled to them so far as

the increased capital is concerned ; and among others, the privilege of

paying out the bills of other banks, incorporated or established under

the laws of this Commonwealth, As the legislature, in the law of

1851, have reserved the right of unconditional repeal of that law, and

dissolution of any corporation existing under the same, we recommend

that the certificate of shares of the increased capital should bear some

distinctive mark upon them so that, in the event of such repeal or dis-

solution, there may be no conflicting claims among its stockholders.

We cannot, however, imagine any state of facts which would induce

the exercise of the high prerogative, certainly not without the reserva-

tion of the right of the Merchants' Bank to retain its increased capital,

so long as its affairs are managed carefully, judiciously, and in con-

formity to law. If the legislature should, however, exercise their

reserved power in the matter, the repeal or dissolution would affect

only the increased capital. The present capital would be reserved and

retained, under the provisions of the laws by virtue of which it holds

its present chartered rights.

EUFUS CHOATE.
A. H. FISKE.

To F. Haven, Esq., President of the Merchants' Bank.

No. II.

The Reports referred to, constitute Senate Documents, No. 6, for

1850, and No. 11, for 1851.
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No. in.

Where the bills of a bank, after being prepared by the Cashier for

the President's signature, were stolen, and a forged signature of the

President added, the bank was held not to be liable to pay a hona fide

holder, on the ground that the Cashier declared them to be genuine,

nor by reason of the negligence of the directors, in so keeping the

paper prepared for signature.

—

Salem Bank v. Gloucester Bank. Mass.

Rep. 17. 33.

No. lY.

Chapter 250.

AN ACT relating to Incorporated Banks, Banking Associations and

Individual Bankers, located and doing business in the city of New
York.

Passed April 15, 1853.

The People of the State of Neiv York, represented in Senate and

Assembly, do enact as follows :

§ 1. In addition to the quarterly reports now required by law to be made

to the Superintendent of the banking department, by incorporated

banks, banking associations or individual bankers, in this Stale, every

incorporated bank, banking association or individual banker, located

and doing business in the city of New York, shall publish, or cause to

be published on the morning of every Tuesday, in a newspaper printed

in said city, to be designated by the superintendent, a statement under

the oath of the President, or Cashier, showing the true condition of the

bank, banking association or individual banker making such statement,

on the morning of each day of the week next preceding the date of

such statement, in respect to the following items and particulars, to

wit : average amount of loans and discounts, specie, deposits and cir-

culation.

§2. Such statement shall be published at the expense of the bank,

banking association or individual banker making the same ; and if any

bank, banking association or individual banker, shall refuse or neglect

to make the statement required in the first section of this act, for two

successive Tuesdays, it shall forfeit its charter, (if an incorporated
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bank,) and its privileges as a banking association or individual banker
;

and every such bank, banking association or individual banker may be

proceeded against, and its affairs closed in any manner now required

by law in case of an insolvent bank or banking association. The terms

" banking associations " and " individual banker," as used in this Act,

shall be deemed to apply only to such banking associations and individ-

ual bankers as are or may be organized under the " Act of April 18,

1838, and the several amendments thereto."

§ 3. This Act shall take effect on the first day of August one thousand

eight hundred and fifty-three.

No. Y.

From the Secretary of the New England Association :—

Boston, December, 1853.

The present " Association of Banks for the Suppression of Counter-

feiting," is the reorganization of an association of the same nature,

which has existed in this city for several years. A recent resolve pf

'

the legislature of the Commonwealth, authorizing the payment of one-

half of the expenses of such an association, when the amount should not

exceed ten thousand dollars, together with the concurrent expression of

prominent banking men throughout the State, of the necessity of more

active measures against counterfeiters, led to the present organization.

A Convention ofthe Banks was held in Boston, on February last, and a

plan of association was adopted ; the Board of Managers, consisting

of fifteen, having ten members from banks out of the city, and the

Executive Committee of five, having two members from the same.

The banks of the other States of New England may become members

of the association. Each bank is entitled to one representative at the

annual meeting. The assessment required from each bank the present

year, was five dollars on each one hundred thousand dollars of its

capital stock.

The number of banks belonging to the association is one hundred and

ten, and it is very desirable that every bank in New England should be

a member.

The operations of the Association have been facilitated by the pay-

ment of rewards for the conviction and sentence of offenders. In cases

,of arrest for passing counterfeit money, the reward would pay the
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complainant liberally for any loss of lime attendant upon the prosecu-

tion of the offenders. These operations have extended throughout New
England, and parts of New York, Canada, and the Provinces.

The number of " utterers" arrested has been about thirty-eight ; of

this number fourteen have been convicted and sentenced to different

State Prisons, for terms of from two and a half to eight years, some of

the offenders having been very notorious ; eighteen are now under ar-

rest, and six have escaped for want of proof.

During the present year the business of uttering has been conducted

more than usually by females ; their operations are conducted with less

suspicion, and they more generally elude detection ; a few of this class,

however, have been arrested.

The banks may do much to remedy the evil of counterfeiting :

—

1. By withdrawing their worn and defaced bills from circulation ; and

2. By using no plates but those engraved in the highest style of the

art.

No. YI.

Boston, Dec. 17, 1853.

To the Board of Bank Commissioners :—
Gentlemen :—Presuming you will make your usual Report to the

legislature the coming session, and strongly feeling the necessity of each

bank in the Commonwealth being required to use only a special plate,

designed and prepared for its own separate use, I venture to ask you

once more to call the attention of the legislature to the subject, and to

urge upon them some action relative thereto.

I am aware that you have twice alluded to it in your Reports. Our

Grand Jury last spring also attested to the importance of legislative

action on it ; still it has not yet received the attention which it merits.

Every week, nearly,! see new counterfeits printed from an old plate

—or partially old—with the name altered, and which, from the mode
adopted by nearly all the banks, is a very easy matter. It will require

much time to prepare as many new plates as will be needed should a

law of this kind be passed. I suggest, therefore, the propriety of an act

requiring all banks hereafter chartered, or having their capitals in-

creased, to use a special plate of their own, and that all banks now in

existence be subject to the same requirement after the year 1860

—

thus giving time to procure designs carefully executed by the best talent

9
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the country can produce, together with a general design, if a practica-

ble one can be adopted, of having samt; one general feature, indicating

the denomination when under the sum of SIO, and that, on the closing

up of every bank, all their plates shall be taken possession of by the

Bank Commissioners, and by them destroyed.

An examination of the various counterfeit and altered bills, which

almost daily come under my observation, convinces me that these sug-

gestions, if followed, would be the means of eradicating much of the

evil under which we now suffer, or rather, what the poorer classes of

our fellow-citizens suffer, as they are too often the recipients of bills

they are unable to lose, while the banks themselves lose nothing. The

Tremont Bank never lost but $10. It is, therefore, for the benefit of

the public, rather than for the banks, that I am addressing you.

Trusting that you may agree with me in the importance of these

suggestions,

I am, Gentlemen,

With much respect,

Your obedient servant,

AND. T. HALL.
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CommonturaUli ot JWaissSirtlju^ttts.

In Senate, March 13, 1854.

The Joint Standing Committee on Banks and Banking, to

whom were committed several Petitions for bank charters,

Petitions of existing banks for increase of their capital, and

also several Petitions for savings banks, and "Penny " sav-

ings banks ; have considered the same, and ask leave to

submit a brief

REPORT

Explanatory of their action thereon.

The committee have cheerfully granted the parties to each

petition, (about one hundred in number,) an opportunity to be

heard as fully as they desired. The petitions are so numerous

that it may be well to name them separately, with the prayer

of each annexed, that reference to them may be conveniently

had.

The amount of capital asked for is ^17,515,000, (seventeen

million five hundred and fifteen thousand dollars.)

Of which the city of Boston asks for $10,850,000, (ten mil-

lions eight hundred and fifty thousand dollars.)
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SUFFOLK COUNTY.

Ifame of Petition.



1854.] SENATE—No. 65.

MIDDLESEX COUNT Y— Continced.

Ifamc of Petition.
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NORFOLK COUNTY.

[March,

Kame of Petition.
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WORCESTER C O U N T Y— Contjxued.

Name of Petition.
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BERKSHIRE COUNTY.

[March,

Kame of Petition.
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The committee are not aware that the legislature or the

public contemplate any radical change in our system of bank-

ing, during the present session, and they do not suppose, there-

fore, that a discussion of its merits is called for, or would be

useful. There was a strenuous effort, at the last session, to

supplant the existing system, by the establishment of a dif-

ferent one existing in some of the neighboring States,

The Committee on Banks and Banking of that session, (of

which a part of the present committee were then members,)

gave their reasons at length for holding our present system to

be superior to any proposed to take its place, and, concurring

generally in the views expressed in that Report, (Senate Doc-

ument, No. 85,) we ask leave to refer to the same for our

opinions as to the value and safety of the system. Reasons

are therein given for holding that our banking system may,

with reasonable safety, be expanded to meet the growing

business wants of the community ; and two rules are laid down
for granting capital to meet those wants: first, that the business

of any given locality clearly needs the use of the bank capital

asked for ; and next, that there is capital there, and in the

neighborhood, seeking that form of investment. Guided by the

same rules in our present investigations, we have scrutinized

each case with all the care and particularity that time and cir-

cumstances would admit of, and the action that we recommennd
to the legislature, and which will be found in the several Re-

ports submitted upon each case, was agreed to after the exer-

cise of the best judgment that the committee could command,
and with entire unanimity.

A statement showing the distribution of the existing bank

capital in different parts of the State, and its proportion to

property and population, may be acceptable to the legislature,

and is annexed, as follows :

The population and valuation are of the year 1850, while

the bank capital is of the year 1853.
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It is obvious from the foregoing statement, that the bank
capital is apportioned to the several counties in proportion as

their business is more or less manufacturing and commercial.

The committee desire to make a brief explanation of their

action upon the petitions from Boston.

The sura of capital asked for is nearly ^11,000,000.

A part of the sum is fictitious, as the committee are aware

that a few of the petitioners put their sum at a high figure,

with the idle expectation that the legislature will grant in pro-

portion to the amount asked, and not in proportion, to what

is proved to be wanted. The amount, nevertheless, that is

asked for in good faith, is very large, and is supposed to be

exaggerated above the amount actually required, from the fact,

that a portion of the same wants are made known at the

counters of a large number of different banks, and are, to some
extent, the foundation of different petitions. Could the busi-

ness of Boston express its request in one petition, it is sup-

posed the amount of capital asked for, would be much less.

Some of the Boston petitioners have suggested to the com-

mittee, that Massachusetts did not pursue so liberal a policy

in granting capital to Boston, as the city of New York enjoys,

and that Boston business suffers in consequence.

The bank capital authorized for Boston is, . . $31,260,000

Of the city of New York, .
' . . . . 47,000,000

Or about 50 per cent, more than that of Boston, while it is

obvious to every business man at all familiar with the business

of the two emporiums, that the business of New York is at

least 500 per cent, more than that of the city of Boston. It may
be said that a given amount of capital in New York, would afford

a greater amount of discounts, than in Boston, because there

is no legal limit to discounts in the former city. But the re-

turns of the New York banks for some time back, shov/ that

the practical limit to the discounts of the New York banks is

about the same as the legal limit enjoined upon Boston banks,

viz. : twice the amount of their capital.

The committee recommend that ^3,200,000, (about one-half

the sum they recommend for the wliole State,) should be granted

on the several Boston petitions. They recommend the establish-

ment of a new bank in East Boston, for the local accommoda-

2
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tion of the business there. And, after the maturest delibera-

tion, they have reported in favor of granting the remainder of

the sum to existing banks, and they regret that they areobh'ged

to report, that the petitioners for four new banks in Boston,

havele'ave to withdraw their petitions. In a city like Boston^

where business is constantly and rapidly expanding, the

younger class of business men who are entitled to bank facili-

ties, equally with their older brethren, cannot have their wants

fairly supplied without the occasional establishment of new
banks. The old circle of customers use the existing banks to

the extent of their capacity, and keep their doors shut against

new men. But the legislature, at its last session, gave due

heed to this consideration and established five new banks in

Boston : one in South Boston, and four in State Street, with

an aggregate capital of $2,700,000, and the committee have

not been able to discover that any occasion arising from the

same cause, still exists for new banks.

In the absence of the reason above alluded to for new banks

in Boston, the committee deem it wiser to strengthen some of

the smaller banks in the city, than to establish new ones.

There are now thirty-seven banks in Boston, with an author-

ized capital

—

One of .
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These banks, except three or four of the smallest capital, arc

established in State Street; and it will be seen that half of

the State Street banks have capitals of $500,000 or $1,000,-

000. All the banks in that street, have substantially the same

location, the same business, and the same class of men for

customers, and the committee think it good policy, as capital

is granted for State Street, to give it to the smaller banks.

One half million is small capital for a bank in that locality,

and more capital will enlarge their usefulness, strengthen their

circulalion, diminish the proportion that the expenses of man-
agement bear to the amount of their capital, and tend to put

them on a more equal footing as compared with their neigh-

bors. Of the nine State Street banks that have petitioned for

increase of capital, seven have one-half million and less. The
committee propose to enlarge the capacity of these seven

banks, together with that of the Blackstone Bank, in Hanover

Street, to a common limit, viz. : $750,000. They give leave

to withdraw, to the tv.'^o other State Street banks asking for

increase, for the reason only that they have already reached,

and one i.s beyond, that limit. There is no partiality exercised

toward these banks in granting to some and refusing others,

because in estimating the favors of the Commonwealth, its

action heretofore, as well as at present, should be taken into

the account. The committee also recommend, that other

banks, located in other parts of the city, be authorized to

increase their capital stock.

The present account of bank capital in use, and authorized

to be used, in the State, is fifty-two millions eight hundred and

eighty thousand five hundred dollars, ($52,880,500.)

The whole amount of new capital, that the committee, act-

ing under the rule before mentioned, have felt obliged to

recommend to be granted, is between six and seven millions.

•Respectfully submitted,

E. H. KELLOGG.
JOSEPH MITCHELL.
JOHN G. THURSTON.
JOHN G. DAVIS.
HENRY H. CHAMBERLIN.
CHARLES H. FRENCH.
CHESTER GUILD.
























