GENERAL INFORMATION ON BANKING AND BUSINESS METHODS.

—

Another form of is to enable the
payee (when it ls made payable tohils mno transfer his title to the
without for ita payment, and making the
party to whom it is transferred assume all responsibility concerning pay-
ment, To do this theendorser writes the words “Without Recourse™ over
his signature, which has the effect of relinguishing his title without mak-
Ing him liable to the holder in case the payor fails to take It up.
method of limiting the end is to make it "
good 1lfnstration of which Is the following: “Pay to John Sims or order
upon his delivering to the First Natlonal Bank a warranty deed to lot B,
block 4, ete.,” below which the endorser places his signature. He can also
make it payable to “A. B. only,” or in equivalent words, in which case “A,
B." eannot endorse it over,

Infact,the endorser has the powerto llmit his endorsement as he sees
it, and elther to lessen or Increase his lHability, such as either “walving no-
tlea of 4 " making his end a “general and Apecinl gunranty
of payment" toall future holders, etc., but he ennnot, by his ¢ndorsement,
ejtlier Increase or lessen the liabllity of any other endorser on the
instrument,

An endorser, as a rule, 1a entitled to lmmediate notiee in ease the payor
fails to pay it. Thisis the case in nearly all of the Unlted States, as it has
been arale of the “law merchant” for many years. A few modifieatlons,
however, of the general “law merchant’ have been made by statute In sev.
eral of the States, to paper, ln the s
labllity by dering his instead of conditional, making
notlee unnecessary unless he suffers damage through want of it, or requis

payee named In the check or that the slgnature of the payee or party Is cor-
rect. This Is done by writing the words “Slgnature O, K." under the party's
name and signing it. This has the effect of gupranteeing that the party's
name Ia as written and that it s his proper signature. Itdoes not g

1780, by the cltizens of Philadelphia, and first action by Bnngnll I'u taken
June 22, of the shme year in toth P Two
years afterward, a ** perpetunl charter was mntﬂl to the Bank of North

tee that the cheek or draft is good or will be pald, but merely as expressed,
that the-signature I8 correct, and the only liability assumed is that he will
pay the amount In case the signature proves o forgery, Many banks, how-
ever, will not accept paper endorsed this way nnd justly so, for it throws
upon them the burden of the risk.

[RECEIPTS ANU RELEASES.

WY ancknowledgement that a sum of money has been paid Is areceipt, A
receipt which reads “in full™ though admitted to be strong evidence la

by no means legally conclusive, If the pariy signing it ean show an error
or mistake, it will be admitted In s favor. Receipts for money will be
held open to examination, and the party holding it must abide the resanlts
of such examination—the great alm of the inw being to administer strict
Justice, A receipt may be of different degrees of explicitness, as the word
“Pald" or"Recelved Payment” written ona blll, A “ release ™ s gimply a
form of recelpt, but |8 more bindlng upon the partles, iInasmueh as, If prop-
erly draown, under seal, for a consideration, it is n complete defense to any
actlon based on the debts or'elalms so released, Hereln, relenses differ from
recelpts, A release Is In the rature of a written contract and therefore
cannot be controlled or contradicted by evidence, unless on the ground of
frand, Butif its words are ambiguous, ¢ may have elther of two or more

Iuwajndgmem. 10 be first recovered before he canbe held, In the ab
Isl of thiskind, amd they only exist in afew of

the States, it may be sald that to bold endorsers they must have prompt
notiee of non-payment, and (t may be sald to be a general rule of the “law
merchant™ that all parties to paper as d who are en-
titled to notice are discharged by want of notice  The demand, notlee and
protest must be made necording t @ laws of the place where payable.

The term Profest ls applled to the official act by an authorized person
{(usually a Notary Public), whereby he affirms Ina formal or preseribed
manner in writing that a certain bill, drafl, check orother negotiable paper
has been presented for acceptance or payment, a8 the case may be, and
been refused. This, and the notlee of the “Protest," which must be sent Lo
all endorsers and parties to the paper is to notify them officlally of its
Inllure,

GUARAKTY.

HGUARANTOR" i3 one who is bound to another for the fulfillment of n
promise, or of nn eagagement, made by o third party, This kind of con-
tractis very common. According to the “statute of frauds it must be In writ-
ing, and unless it Is a sealed lnstrument there must be aconsideration to
mapportit, As arule it s not negotiable, 80 as to be enforeed by the trans-
feree as If [t had been given to him by the . but this npen
the wording, as, If it contains all the characteristics of a note, payable to
order or bearer, it will be held negotiable, A contract of guaranty lg con-
strued strictly, and, if the lability of the prinelpal be materially varied by
the actof the mrly Izllnrnntced without the consent of the guarantor, the
s Al The 18 also disch d If the labllity
or is ‘, or by Iaw or otherwise, unless he in
writing renews the contract, Inthe ense of o bank incorporated for twenty
years, which was renewed for ten years more without change of officers,
the courts held that the original sureties could not be held atier the first term,
The ¥ can be deven though th iginal debteannot, ns ls
the case in becoming surcty for the debt of o minor, A guarantor who pays
the debt of the principal is entltled to demand from the ereditor all the
securities he holds, or of the note or bond which declares the debt: and, in
some States, the ereditor cannot fall back upon the guarantor until he has
collected ns much as possible from these securities and exhansted legal
remedies against the principal. If the debt or obligation be first ineurred
and d before the g ty Is given, there must be a new consider-
atlon or the guaranty ls vold.
A guaranty s not binding unless the gnarantor has notlee of its nceept-
ance, but the law presumes this acceptance when the offer of gnaranty and
acts of the party to whom it s glven, such as dellvery of good

nee I8 reccivable to determine the meaning,

JNFANTS AND MINORS.

HE Incapacity of a person o make a valld contract may arise from several
eauses, and the fact of being an infant, or minor, is one of them, The
general rule of law may be stated as being that the contract of an Infant or
minor s not always vold, but is voldable, anid In many cnses special exceps
tlon Is made, giving valldity to their contracts for necessaries. By being
idabl not vold In th 1 means that the Infant has the rlght to
disavow and annul the contract, either bofora or within & reasonable time
after he reaches his majority. IHe may do thls by word ~='3, but a mere
acknowledgment that the debt exists Is not enough, and It must be sub-
staptially o new promise,

Aeever

GBERE are n few well-settled and important rules of law governing the
matter of agents and ngency, which every business man should under-
stand thoroughly. The relation of prineipal and agent implies that the
princlpal acts by and through the agent. A principal Is responsible for the
nets of the agent only when he has actually given full authorily to the
agent, or when he has by his words, or his acts, or both, caused or permitted
the person with whom the agent deals to belleve him elothed with this
authority. This 18 a point which is not always thoroughly eratood, but
It is o well-settled principle of lanw. There are two kinds of ngents—general
and special, A general agent is one to represent his
inall his business, or in all his business of a particular kind, and his
power Is limited by the wswal scope and character of the business he is
empowersd Lo transact. 1fhe (s given out as the general agent, the prin.
olpal s bound, even if the agent his nctual but does
Bot go beyomd the natural and usual scope of the buslness,

On the other hamd, o special agent Is one nutliorized to do only a specl-
fie thing, or n few speclfied things,or n specified line of work. If this speclal
agent excesds his authority, it may be stated as an almost Invariable rule
that the principal Is not bound, because the party deallng with the agent
must inguire for himself and at his own peril, into the extent and limits of
the authority given fothe agent. Especially s thls the case where the
party knew that the agent had been or was engaged in attending to a par-
tienlar and specified line of work connected with the businesaof the prinel-
pal, The party, however, is not bound by any special reservations or lmit-
ations madesceretly by the principal of which he bad no reasonable or easy
means of baving notiee. The authority of an agent may be given by the

eredit are simultaneous. But an offer to guarantee a future operation does
not bind the offerer unless he bas such notice of the acceptance as will af-
ford him reasonable opportunity to make himself safe. A creditor may give
hla debtor some Indul or 1; without dischargi the
guarantor, unless it shonld have the effect of |mzjudlcing the Interests of
the gnarantor, in which case he would be rel 11;

may, at any time, pay & debt and so, at once, have the right to proceed
agalnat the debtor, Where there has been failure on the part of the prioci-
pol and the guarantor s looked to, he must have reasonable nollee—lnll.
notice Is deemed reasonable if it p the g from

from the delay.

It is, in many cases, difffenlt to say—nand npon it rests the question of
legal labllity —whether the promise of one to pay forgoods dellvered to
another is an orginal promise, as to pay for one's own goods, in which case
it need not be in writing; or & promise to pay the debt or guaranty the
promise of him to whom the goods are delivered, in which case it must be
in writing. The question genernlly resolves (tself into this: To whom did
the seller give and was authorized to give eredit? This is a question of
fact and not of law. If the books of seller show that he charged them to
the party to whom.he delivered them, it is almost Impossible for him to hold
the other party for it, But if on the other hand it is shown that he regarded
the goods as belng sold to the party whom Itls desired to hold, but deliv-
ered them to another party and it is so shown on his book s, 1t s not regarded
as a guaranty, but an original or collatera] promise, and would make the
party liable. In genernl, n guarantor of o bill ornoteis not entitled to
such strict and exact notice as an endorser is entitled to, but only such
notlee as shall save him from actual loss, as he can not make the want of
notice his defense uoless he can show that it woas unreasonably withheid
and that he suffered thereby, Therels a marked difference Inthe effect of
o guaranty of the “payment,” or of the Yeollection’ of a debt. In the first
case, thecreditor can look to the guarantor at any time ; in the latter, the

must exh his legal for it

4 CCOMMODATION PAPER.

PN nccommodation bill or note is one for which the acceptor or maker has

recelved no consideration, but has lent his name and eredit to accom-
modate the drawer, payee or holder, He ls bound to all other parties just
as completely as if there were a good consideration, for, if this was not the
case, it would be of no value to the party accommodated. He ls not allowed
to set up want of consideration as a defense as against any holder for
walue. But he s not bouwd *othe party whom he thus accommodates, oo
‘matier bow the instrume *mway be drawn,

JoENTIFICATION.

mera act of idew.. *~ing & party ormaking him known to a banker car-
ries with It no Nabldty on the part of the party who thus preforms it,
unless it can be shown there was frand or collusion, Customers of banks are
frequently asked to ldentify and make kuown to their own bankers, strang-
ers who desire chec4s or drafis cashed or other accommeodations, In some
cases n mere introduction is all that 18 necessary, but only because the
‘banker relies upon the honor and integrity of his eustomer, koowing that
au improper person would not be introduced, for in a case of this kind the
bank assumes all the risk, Generally speaking, however, it Is an almost
lovariable rule with bankers, as It should be, to require thelr customer to
endorse all draftsor checks which are honored for the stranger, Inthis
case the endorser becomes personally linble tothe bank If any or all of the
drafts orulm:u m" wort.hluu.

h is madeby partiea who are asked to
lmo&mlnwwlmmmtm know the party to be the

by writing or orally, or may be implled from certaln acts. Thus
itn person puts his goods leto the custody of another whose business it s
to sell such goods, he authorlzes the whole world to belleve that this person
has them for sale; and any person buylogthem honestly, in this belief,
would hold them. If one, knowing that another had acted as his agent, does
not disavow the authorily as seon as he conveniently can, but liea by and
permlis a person to go on and deal with the supposed agent, or lose an op-
portunity of indemnifying himself, this Is an ndoption and conflrmation of
the acts of the agent.

A principal 1s bound by the acts of an agent even after the revoecation
of hils agency, I such revoeation has not been made public or Is unknown
to the party deallng with the agent, An agent can generally be held per-
sonally linble §f he tronscends his authority; but this Is not the case if the
party with whom he dealt knew that the authority was transeended.

OE-'GJ'# AND HISTORY OF BANKING.

IN general, banks may be gaid to be credit institutions or dealers In credit.

John Juy Knox onee sald that “the exchanges of the modern world are bar-
ter, effected by the Indirect agency of the credit system, and banks and
‘bankers are the machinery by which this is done,” Metallle money and its
representative, the clrenlating note, are only the small change of “Trade™
amployed in the settlement of balances and small and p

A fcn at P In 1784 the State of Massachusetts incorporated
the Massachusetts Bank. The Bank of New York was chartered In March,
1791, although it had been doing businesa since 1784, under articles of asso-
clatlon drawn by Alexander Hamllton. Most of these Instltutions are still
running and have been converted into national banks, The Bank of the
United States was organized In 170, The most of the stock was owned by
the United States Government, but later the Government Interest was dis-
posed of, and in 1843 the bank failed.

State banks were organized rapldly, nml private banking firms sprang
Into and the of proportions,

Tm 1863, the NaTiovan HANK SvaTes was adopled and in 15854 the National
Bank Burcan of the Treasury Department was organized, the chief officer
of which ja the comptrollerof the eurréncy. In March, 1845, nn net was
passed providing for a ten per cent. tax on notes of any person or State
bank lssued for circulation, and making an exception of Natlonal banks,
This had the effect of taxing the State bank eireulation ont of existence,
As the National banking system has proven one of the most efficient and sat-
Isfactory methods the world has ever known, It will be of interest to review
here some of Its principal features, Under this aet National banks may be
organized by any number of persons not less than five.  Not less than one-
thied of the capital must be invested in United States boauls, upon which,
elrculating notes may be [ssued equisl to 30 per cent of the par value of the
onda. ese elrenlating notes are recelvable at par in the Tnited States
Inall payments except for dutles on Imports, interest on the public debt
and in redemption of the national curr The Xatlenal banks are res
quired to keep o certain reserve; the el to loan money at the
rate of interest allowed by the varion inorate is fixed by the
laws of the State, the banks may charge 7 per cent.  Shareholders are held
Individuaily linlle, cquably and ratably, for all debts of the association to
the extent of the amonnt of their stock, in addition 1o the amount invested
therein. The banks arve required, before the declnration of o dividend, to
earry one=tenth part of their net profits of the preceding half yeaston
surplus fund until the same shall amount 10 £0 per cent, of the capital; and
losses and bl debta must be deducted from net profits before any dividend
Isdeclared, Arccelver may be appointed by the comptrolier toelise up
under his supervision the affairs of any national bank which shall fail 1o
keep good (s lawful money reserve or which may become insolvent. While
there have been natlonal bank failures, there has never been any loss to
the people whatever on the cireulation, A suit may Le brought for forfeit.
ureof the charter of a bank If the directors shall knowlngly violate the
law; anid In snch cases they may be held liable in thejr individual enpacity.
There are other vestrietjons in the lnw—such ns for instance, the prohibi-
tion against loaning to any one borrower of more than ten per coent, of the
capital; or the holding of nny real estate except such as I8 required for
banking purposes, or the granting of loans upon the securty of the bank
stock.

The national bank circulation has been gradually growing less during
the past ten years, ns the United States bonds available are quoted sohigh
above parand the rate of interest so low that there ls but little profit to the
banks init. Alloft bhave lnws State Banks and provid.
Ingeertain restrictions, but as the laws of the varions States nre not nlike it
s impossible to give o general description of the matter that would apply to
allthe States.  The laws, however, provide for and require State banks to
hold a certain reserve, sod at regular intervals they make full statements
n& to their condition and their affairs are examined Into by certain State
officials at frequent intervals, The laws of all the States have reached a
high degree of perfection in the method of regulating and oversecing State
banks, and the almost universal soundness and reliability of these insti-
tutlons reflect credit upon the laws under which they exist.

CLEARING HOUSE.

HE Clearing-House [s the place where the exchanges of the banks are
made in all the principal cities of the world, The clearing-honse sys-
tem was first established in London about the beginning of the present
century. It was first introduced into this country by the banks of the city
of New York organizing an association, under the name of the New York
Clearing House, which commenced operations Oct. 11, 1853 At that time it
consisted of fifty-two banks, but five of them were soon closed because of
thelr Inability tomact its requirements, Clearing Houses have sinee been
established In nearly nll of the principal cities of the continent,

Inall cities a bank recel large of Lillsof and checks on other
banks, sothat at the close of each day’s bosiness every bank has, Inits
drawers, various sums thus due itby other banks. It 18, In like manner,
itself the debtor of other banks, which have during the day recelved its bills
and checks deawn upon it. Prior to the establishment of the clearing-
house it was necessary for each bank, every morning, to make up its
account with every other bank, and to send its porter or agent to present the
bills and ehecks so received to the deblor banks for payment. The balances
were adjusted by payments in gold, which became so laborious, dangerous,
and d, that the were aettled only weekly jnstead of
daily—a plan that resulted in great risk aod evil. This was obviated by
the clearing-house system, through whioh the settlements are so simultnne
ously and qulckly effected that in New York the transactions in one single
day have amounted to over 300,000,000, ln adjusting which the exchanges were
settled in the space of an hour. Besides saving a vast amount of work,

This fact Is illustrated by the operations of the New York g]mnng house.
The exchanges have been about 803,000 millions of dollars during the past
thirty years while the balanees paid in money have only been about 38,000
millions, or about fonr per eent. of the amount of the settlements.

It has always been claimed that the business of banking originated
with the Vi money ch who display their wares and moneys
on the streets nnd thus supplied those in need of change.  According to the
moRt emi L h the earfiest in Europe was the
Bank of Venloe, which was founded In 1172, and was based upon o forced
loan of the govermment. Funds deposited in It could be transferred to
others on the books of the bank at the pleasure of the owner, but they conld
not be withdrawn. The perpetual annuities of the British<debt are handled
in o very similar manner at the present day. The Baok of Venlee was con-
tnued until 1597, In 101, the Bank of Barcelona was formed. Ata period
muchearljer than this, the Jewish money-dealers hnd invented what are
known as “forelgn bills of exchange," but It 1s sald that this bank was the
first Instlitution that made a 1 ol n iating and handling them,
The Bunk of Genon commenced operation in 1407 and for centuries wos one

book-keeplng and itenabled the banks by united ald to sirengthen
each other in times of excitement and financial panic

The following Is the manner in which the settlements are made in about
all the clearing-houses of this country: The clearing-room s provided
with a contlnuous line of deaks, one for each bank that 1s a member of the
assoclation, each desk bearing the name and number of the bank. Each
bank is represented every morning, at the hour fixed for settlement, by
two clerks, one o messenger who brings with him the checks, drafts, ete,,
that his bank has received during the day previous upon the other banks
—ealled the “exchanges,” and these cre assorted for cnch bank and placed
in envelopes, Onthe outslde of each envelope & aalip on which arvellsted
the amountsof the various items which it contains. The messengers take
their places In o line outside the row of deskis, each opposite the desk as-
signed to his bank, while at each desk s o clerk with a sheet containing
the names of all the banks in the same order as b sks, with the aggre.
gnte amounts which his bank's messenger has againgt each bank., Just
previous to the hour fixed for making the exchanges the manager takes his
position and calls the house to order, At o signal the bell rings and cach
messenger moves forward to the desk next hisown and dellvers the envel-

of the prineipal banks of Europe, It was the first to issne ci
notes—which were passed only by endorsement, not being payable lo
bearer,

The Bank of Hamburg, established in 1819, was a bank of both deposit
nd cireulation based on fine silver bars. This bank, like nearly all of
that early time, had, as a principal object, the protection of the people
from worn, sweated, clipped and plugged coins, or coing of certain om-
plres that were reduced instandard value, The remedy generally adopted
was to lock up the debased and depreciated coins and rulate the credit
granted for them.  Variouos other banks sprang into exl

ope ining the chocks, ete,, for the bank represented at that desk to
the clerk at thatdesk, together with a printed list of the banks in thesame
order, with the amount opposite each bank. The clerk receiving it signs
and returns it to the messenger, who Immediately passes on (o the next
desk; then to the vext, and so on untll he has made a complete clreuit
and has again reached the desk of his own bank —the starting polnt.  All
the other messengers moving (u the same manner; each messenger has, by
this means, visited every bank and delivered to each everything his bank
held for It, taking a receipt for thesame; and ot the same time each bank

Europe, many of them being powerful government agencies, and in mlny
ecascs exerted a wide infl: inshaping the of empires,

In 1891 the Bank of England was established, and there is no banking
Institution In the world equal to itin the management of national finances,
The Bank of France was authorized In 1800, It is not a Hscal agent of the
government as is that of England. It does not collect or disburse the
revenues of the exchequer but It lends to it Jargely, while its credits, In the
form of cireulating notes and other acceptances, have borne the govern-
ment safely through extraordinary needa,

It s claimed that the first organized bank in the United States Lad ita
origin in the f of n without charter Juns 18,

has ree allthe e anges that every other bank bad against it. This
operation even In the greatest clearing houses only consumes from ten to
fifteen minutes,

This enables the banks to know at once the exact balanee foror againg:
it, s the clerks immediately enter from the slips on their own sheets the
aggregate amount from each bank, and the difference between the total
amount brought by them, which at once shows the balance due to or from
the elearing house to each bank,

This Is reported to thelr banks, and the balance (s pald to or drawn
from the clesring house, thus at once settliog the accounts between all the
banks, The lists are ¥ proved " carefully, and certain fines are laid for ali
errors, tardiness, ete,
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