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EDITOR'S INTRODUCTION 

While Iowa has more banks than any, other State 
in the Union, there is nothing unusual in the banking 
history of this Commonwealth: the record here is 
closely paralleled in other jurisdictions during the 
same period. Thus the history of banking in Iowa 
from 1838 to 1921 offers to the student a cross-sectional 
view of the history of banking throughout the nation. 

The author's training in economics, his experience 
in teaching the subject of banking, and his first-hand 
knowledge of Iowa economic conditions have made it 
possible for him to handle a difficult undertaking in 
a most satisfactory manner. 

BENJ. F. SHAMBAUGH 
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its researches, has given encouragement and wise counsel 
throughout the entire time that the manuscript has been in 
process. 

Without the cooperation of the writer's wife this study 
would have been impossible. She cheerfully accepted a 
larger share of the family responsibility and assented will­
ingly to the breaking up of our home life for the summer 
vacations during which the major part of this work was 
done. 

U!QVKBSITY CD' W.&8HIl'fG1'Ol'f 
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AUTHOR'S PREFACE 

In the pages that follow the author has undertaken to give 
a history of banking in Iowa from the earliest settlement to 
the present time. Obviously many details had to be omitted 
in order to keep within the bounds of a single volume. More­
over, the information for certain periods and phases of the 
subject was very incomplete. Nevertheless it is believed 
that sufficient data have been presented to give a true record 
of Iowa's banking development. Special attention has been 
given throughout to legislation in regard to banking, since 
the laws enacted represent the popular sentiment toward 
banks and their control. 

The field covered includes more than simply those insti­
tutions which technically speaking can be called banks. In 
the recent Federal Farm Loan Case the Supreme Court of 
the United States announced a broad definition of banking 
in these words: "Speaking generally, a bank is a moneyed 
institution to facilitate the borrowing, lending and caring 
for money." Under such a liberal definition, practically all 
institutions making up the financial organization of the State 
could be comprehended. This study does not claim to be 
all-inclusive, but it does cover a broad field: it includes com­
mercial banks, savings banks, fiduciary institutions, invest­
ment banks of various classes, farm mortgage companies, 
industrial loan institutions, building and loan associations, 
and various other special types of financial institutions. 
The Iowa Bankers Association also receives considerable 

ix 
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x AUTHOR '8 PREFACE 

attention. To some of these institutions the use of the word 
bank, or any of its derivatives, in the formal title is ex­
pressly prohibited. Banks or financial institutions in Iowa 
operating under Federal law are included in the treatment. 
Thus, there is considerable discussion of institutions not 
peculiar to Iowa; this seemed necessary for the benefit of 
readers not familiar with the general banking history of thc 
United States. 

During the formative period of American banking, prior 
to the Civil War, Iowa can not be said to have contributed 
any distinctive type of banking institution or control. Its 
banking history presents rather a cross section of the his­
tory of banking in the nation. Wildcat banking, prohibi­
tion of banking, a free banking law, and a State bank were 
all found in Iowa in this first epoch. 

In the development since the founding of the national 
banking system, the experience of Iowa has paralleled tha t 
of the other Commonwealths. 

Perhaps the most distinctive feature of the banking situa­
tion in Iowa at the present time is the large number of 
banks: indeed, Iowa possesses more banks than any other 
State in the Union. Some reasons for this unusual develop­
ment and the results thereof have been given in Chapter 
XIV. Iowa's banking history is of special interest also 
because the majority of the banks are strictly country banks 
and their business is actually agricultural credit. The 
regular banks do not, for the most part, loan on farm mort­
gage security but confine themselves to short time loans. 
Farm mortgage banking, therefore, b.8s had an unusual 
development within the State. Here owing to the absence 
of a large industrial population special types of industrial 
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AUTHOR'S PREFACE 

loan organizations have not spread widely. Investment 
banking is also somewhat less prominent than in many 
States-unless the special farm mortgage companies are 
included in that class. Iowa has an exceptional number of 
banks called "savings banks", but these are in reality 
chiefly commercial banks. 

The reader who is interested only in special phases of 
the subject will find it possible to cover these topics without 
reading the entire volume. The years prior to the Civil 
War may be considered a distinct epoch in Iowa banking. 
Existing State laws were rendered obsolete by the passage 
of the national banking act. The establishment of the pres­
ent commercial and savings bank system and its develop­
ment to date are sketched in Chapters VII-X. The remain­
ing five chapters deal with special topics and each is prac­
tically a unit in itself, so that the reader may omit any por­
tion without serious loss of continuity. 

For assistance in the preparation of this volume the 
author wishes to acknowledge his indebtedness first of all 
to the late Professor Isaac A. Loos for his inspiration as a 
teacher and for suggesting this topic of investigation. The 
main portion of the study was prepared under the direction 
of Professor N. R. Whitney, now of the University of Cin­
cinnati, and from him the writer received many valuable 
suggestions. Professor H. L. Lutz of Oberlin College, Pro­
fessor E. T. Miller of the University of Texas, and Pro­
fessor George W. Dowrie of the University of Minnesota 
read portions of the manuscript and made helpful sugges­
tions. 

For assistance in securing material and also for reading 
those portions of the manuscript which pertain to their 
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respective fields the author wishes to make special acknowl­
edgment to Mr. Frank Waples, Secretary of the Iowa Farm 
Mortgage Association, to Mr. F. D. Denlinger, former Pre!')­
ident of the Iowa Building and Loan League, and to Mr. 
Frank Warner, Secretary of the Iowa Bankers Association. 
There are many others in the practical field of banking who 
have assisted by correspondence and interviews, but the 
list of such persons is too long to be included here. The 
references will be found to indicate these sources of special 
information. In tracing through the legislation and check­
ing up the author's own researches in that phase of the sub­
ject Pollock's History of EcOftomic Legislation in Iowa was 
relied upon more than the footnote references indicate. 

The major portion of this study was carried on in the 
research rooms of The State ffistorical Society of Iown. 
Here the dominant spirit of mutual helpfulness and the 
comradeship of scholars intent upon similar researches did 
much to sustain the writer's determination when the task 
seemed long and tedious. Intangible but nevertheless very 
real, this spirit of my research associates has made the task 
of writing this volume more pleasant and, I believe, more 
fruitful. In the gathering of material every facility of the 
Society has been placed at my disposal. The painstaking 
assistance given by the editorial staff in editing and veri­
fying the manuscript and in reading proof has relieved the 
writer of much labor. Special assistance was given by Dl'. 
Ruth A. Gallaher in editing, proof-reading, and indexing. 
Miss Helen Otto assisted in the verification of the manu­
~cript. Dr. Benj. F. Shambaugh, whose genius has made 
possible the existing organization of The State Histori­
cal Society and whose spirit is the guiding inftuence in 
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ECONOMIC AND POLITICAL BACKGROUND 

For more than a century and a half after its first explora­
tion by Marquette and Joliet in 1673, the Iowa country re­
mained the hunting ground of Indian tribes: indeed, it was 
not until the early thirties that white settlers crossed the 
Mississippi in any considerable number, and even then the 
land had not been surveyed and offered for sale. The best 
evidence shows that these hardy pioneers who "squatted." 
on the public domain were not lawless intruders, but an 
industrious people coming from all parts of the Union. 
Later when the country was surveyed and the territory 
officially opened for settlement the rich prairie land of Iowa 
was sold at $1.25 per acre. In 1835 there were over ten 
thousand inhabitants in the Iowa country, and when the 
Territory 9f Iowa was established in 1838 it had a popula­
tion of 22,859. The great highway of commerce was the 
Mississippi River and along its banks the early towns ap­
peared. St. Louis, which was then the most important 
trading point of the region, was the market for Iowa 
products.1 

At this time, when Iowa was being first settled and when 
its first economic institutions were being established, Ameri­
can banking was in a very chaotic condition. In 1832 the 
question of the recharter of the Second Bank of the United 
States was the leading issue in the presidential campaign. 
The Whigs under the leadership of Henry Clay esppused the 
cause of the Bank, while the Democrats opposed it under 
the leadership of President Jackson. The decisive victory 
of the anti-bank party resulted in making the bank question 
the leading political issue of the thirties and early forties. 

1 1 
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2 HISTORY OF BANKING IN IOWA 

Moreover, the salutary influence of the Bank of the United 
States being removed, all banking regulation was left to the 
discretion of the several State governments. An era of 
State bank inflation resulted. 

The number of State banks increased from 330 in 1830 to 
788 at the close of the year 1836; and their note issue more 
than trebled in the same period. With the lax regulation 
imposed by many of the States, particularly in the West and 
South, the quality of this circulation greatly deteriorated. 
A wave of speculation in public lands swept over the coun­
by. In 1837 there came a violent financial collapse, fol­
lowed by the suspension of specie payments and heavy 
liquidation. The latter continued until about 1843, with 
some periods of improvement. Meantime, the volume of 
bank notes in circulation dropped from the high level of 
1836-1837 to about the point where it had been in 1830. 
Some gain had been made in the quantity of specie in cir­
culation; but in the six years of contraction the per capita 
money in circulation in the United States fell from $13.87 
to $7.87.1 

It is not surprising that early banking in Iowa was 
strongly colored by the economic and political background 
against which it was projected. From the meager data 
available it seems that the general economic disorders pre­
valent in the country were even more severe in the pioneer 
communities of Iowa. Money was scarce and its quality 
was very poor. The Iowa pioneer brought little money 
with him to the new home. IDs former property had fre­
quently been converted into cash to pay for land. Often, 
therefore, he was "land poor". Heavily in debt as he fre­
quently was, he found the period of falling prices which 
resulted from the heavy liquidation after the panic of 1837 
very detrimental to his interest. 

The effect of this scarcity of a satisfactory currency waB 
shown in the economic conditions of the early forties. A 

Digitized by Coogle 



ECONOMIC AND POLITICAL BACKGROUND 3 

111lSC8tine County correspondent of TAe Iowa Stantlard­
then published simultaneously at Bloomington (now Musca­
tine) and Iowa City-describes agricultural conditions in 
Iowa in the fall of 1840 in a very interesting way. Doubt­
less the condition he pictures was characteristic of all other 
Iowa communities at that time. The communication, signed 
uPoor Richard and his Brother", reads in part as follows: 

We are, many of us in debt. We came here, some two, some 
six years ago, and settled upon land that was not in market, and 
WIll not expected to be for some time after we settled. Some of us 
then had a little money and some of our neighbors had none. We 
loaned to each other to buy the necessaries of our families, which 
then eost us "a right good chance of money." We also sold onr 
little effects in our old settlement partly on credit, expecting the 
money when our land came into market. But the day of sale Came 
when many of us were not ready. We were obliged to borrow 
money, at from 25 to 75 per cent. and pledge our homes for its 
payment. We were also in debt to our neighbors and our mer­
ehants. How are we to pay all these debts t 

We must sell part of our land. We know that Iowa has a rich. 
and productive soil, and that with little labor, compared with other 
wild countries, it is brought into a cultivated field-that our great 
navigable river will alwais enable us to carry off our produce with 
little expense; and therefore our lands will some day become valu­
able. If we wish to retain a footing here, we must sell a part and 
redeem our pledges, satisfy our creditors and keep off the Sheriff. 
We had better have but 80 acres and have it secure and safe, than 
have twice or four times the quantity and make slaves of ourselves 
to keep peace with our creditors. • . • 

We may calculate that next spring there will be a good chance 
of farm hunters, and we who are in debt, had better embrace the 
opportunity and sell a part and save a part, than to do worse. We 
have had the pleasures and hardships of settling this new country, 
and don't want to try it over again. We want to stay here near 
the river and near the market. We want to fix stables and shelters 
for our stock; to fix our gardens and set out orchards; to make our 
houses neat, durable, and comfortable; and to live in peace, com­
fort and happiness the remainder of our days.1 
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4· HISTORY OF BANKING IN IOWA 

In the years immediately following, the situation de­
scribed by "Poor Richard" in 1840 seems to have become 
worse rather than better. An extract from the Iowa Sun 
of Davenport shows how serious the condition had become 
by April, 1841: 

The times are hard, and business of all kinds dull. Money, even 
counterfeit paper, and bogus, have almost totally disappeared (no 
other money having been current here since the last land sales.) 
Emigrants continue to pour into the Promised Land by tena, hun­
dreds, and thoU88n~1UJ.ing up the back country with an indus­
trious and enterprising population.' 

The hard times evidently reached their most acute stage 
in the winter of 1842-1843. In the spring of that year the 
economic conditions are reflected in the difficulties confront­
ing the newspapers. Notice is given that The Burlington 
Hawkeye had been forced to suspend because it was unable 
to collect the money due on subscriptions. The editor of 
The Iowa 8tfJfIdard was very sympathetic, being in danger 
of much the same fate himself. Money being scarce, he 
asked for payment in produce; and this notice appeared in 
the comment on the fate of his col1el}gue: 

We are at this time in pressing need of many articles which our 
country friends could supply us with, would they but wake up and 
make an etlort to pay their dues. Almost every description of 
produce, in reasonable quantities, can be turned to account; and if 
those who are in arrearage would either come and see us, or com­
municate upon the subject by letter or messenger-(not subjecting 
us to postage however )--doubtless arran~ements mutually advan­
tageous could be made in almost every instance.' 

Prices quoted on the St. Louis market at about this time 
show that it would take a considerable quantity of bacon 
and beans to pay a year's subscription to a weekly news­
paper. Representative of the value of produots of the Iowa 
farmer are quotations of bacon and ham at three cents per 
pound; beans at fifty cents per bushel; butter in kegs at ten 
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ECONOMIC AND POLITICAL BACKGROUND 5 

cents per pound, in barrels at six cents; wheat at forty-eight 
to fifty cents per bushel; and shelled corn at twenty cents 
per bushel Since these quotations were for St. Louis in 
May and were spoken of as representing a return of pros­
perity, we may safely assume that, at the worst of the hard 
times, prices in Iowa were much lower.e 

Under the caption "Hard Money Times", The IoWG 
B'cmdara gives some earlier prices at a constable's sale of 
the property of a poor widow in Pike County, Missouri-a 
county on the Mississippi River in the northern part of the 
State. The following named articles were sold at the prices 
annexed: 
3 good horses, each ..••...•.•...•..•.............•... $1.50 
1 large ox •...•..................................... .12% 
5 cows, 2 steers, 1 calf, the lot. • . . . . . . . . . . . . . . . . . . . . . .. 3.25 

20 sheep each.................... . . . . . . . . . . . . . . . . . . . . . .12% 
24 hop, lot .•.•.•...•.......•....................... .75 
1 dining table ...................................... .50 
1 eight day clock.... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 2.50 
1 lot of tobacco, 7 or 8 ewt., lot. .. . .. .. . .. . .. .. .. .. . ... 5.00 
3 ataeka of hay each....... . . . . . . . . . . . . . . . . . . . . . . . . . . .25 
1 stack fodder ......•............................... .25 

The Hannibal J o'Urnal, from which these figures were 
taken, was led to comment as follows: 

Truly we are beginning to feel the benefits which flowed from the 
destruction of the old United States Bank-the consequent influx 
of shinplasters-and the ultimate return to a purely specie cur­
reney. The rieb may well rejoice at a policy that more than 
trebles their wealth-but as for the poor-God help them.' 

Scarcity of money is evidenced by one more instance which 
came a few months later. The Iowa Staftaara states that 
the workmen who built the dam and mill at Iowa City took 
their pay in stock of the corporation. Only $12 in cash was 
spent in erecting a dam which cost $5000.' It must be re­
membered, too, that banks of deposit were not available, so 
that no bank check was used by the builders. 
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6 HISTORY OF BANKING IN IOWA 

The quality of the circulation appears to have been as 
poor as its quantity was limited. There was little specie 
in circulation in Iowa, and such as was used contained few 
coins from the United States mint. By some writers this 
lack of specie was ascribed to the policy of the ·treasury de­
partment as laid down in the specie circular-an order 
issued on July 11, 1836, which required land payments to be 
made in coin.· By others the blame was laid to the illegal 
circulation of small bank notes which drove the better money 
from use. A pioneer who came to Iowa in 1844, and is still 
a resident of Iowa City, told the writer that in those days 
most of the silver ooins were of foreign mintage. Spanish 
silver quarters were used until worn smooth. They were 
then crossed with a knife and reduced to twenty cents. In 
like manner the twelve and one-half and six and one-fourth 
cent pieces were reduced to ten and five cents respectively.tO 
The California gold discoveries increased the quantity of 
American gold coins in circulation during the fifties. After 
the change of the coinage ratio in 1834, silver was under­
valued to such a degree that a serious dearth of minor coins 
was felt throughout the whole country. The situation be­
came so serious that in 1853 an act was passed providing 
for the coinage of subsidiary silver ooins of reduced weight 
and limited legal tender quality. Four years later Con­
gress passed an 'act repealing all statutes giving legal tender 
power to foreign ooins. This legislation did much to estab­
lish a currency made up of domestic coins.ll 

Paper currency included the poorest bank notes in cir­
culation. Michigan bank notes were a large item among 
the assets of the Miners' Bank of Dubuque at the time of 
its first published statements in 1837. These were the worst 
of a very doubtful lot of currency. "Michigan money was 
reported in June, 1838, to consist of three kinds, red dog, 
wild cat, and catamount. 'Of the best quality it is said that 
it takes five pecks to make a bushel.'''11 It appears that 
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ECONOMIC AND POLITICAL BACKGROUND 7 

rather more than five pecks of the notes in circulation in 
Iowa were required for a bushel. 

In view of the severe financial conditions against which 
they were struggling, it is not surprising to find the Iowa 
pioneers absorbingly interested in ~ questions of banking 
and currency. Around these issues the political battles of 
the thirties and early forties were waged. Andrew Jackson 
had led the Democratic party into the fight against the Sec­
ond Bank of the United States. The substitute which was 
provided was a heterogeneous system of State regulated­
or unregulated-banks. The Whigs had undertaken the es­
tablishment of a third Bank of the United States and gen­
erally supported the regulation rather than the prohibition 
of banking within the States. 

The Iowa Standard, a supporter of the Whig doctrines, 
in addition to upholding the Whig positions in national 
and State affairs, printed the more extreme statements of 
the opposition. A considerable amount of the space de­
voted to the Whig position was given over to long articles 
defending the Party doctrines. In one issue the front page 
was almost entirely devoted to the "Report of the Select 
Committee of the States on the Currency". This was 
Henry Clay's plan for the proposed Bank of the United 
States in 1841. The Iowa Standard also carried articles 
supporting the measure. A speech by State Senator Nash, 
in the Ohio Senate, concerning banks and the currency was 
given the entire front page and half of the second in two 
issues. The Whig doctrine from the editor's own view 
point W68 set forth in a series of long editorials which were 
concluded on November 23, 1843. He pointed out that the 
abolition of bank paper was working a hardship to the land­
owners of Iowa, who were largely in the debtor class.13 

Editors seemed to express themselves most feelingly when 
describing conditioDs in neighboring COIIllOOnwealths or 
attacking opposition papers. To show the extreme doctrine 
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8 HISTORY OF BANKING IN IOWA 

of some opponents of banking The Iowa Standard quotes 
the following from the Kalida Venture (Ohio), which it 
calls a Loco-foco 14 paper of the first water: 

There is fIOt a fttagle bank in t"e United Statu that is much bet­
ter than a den of thieves, seeking an opportunity to ,. fail" to tul­
vantage and rob the people I How disgusting, then, is the hypo­
oritieal jargon of the bank lackeys and slaves, about the recharter 
of the II good banks, " " BOUnd banks I" Piah I~humbug I-how can 
GooDNE88 come out of HELL ,11 

The Iowa Capital Reporter, the organ of Democracy at 
the capital, was untiring in its opposition to banks of any 
kind.. Antagonism to banking institutions even transcended 
. civic pride. When it was proposed to establish a bank at 
Iowa City the brief notice in the paper fairly bristled with 
invectives. The institution was called an "incipient little 
monster", a "vampire upon the body politic", and a ma­
chine for" swindling honest industry". The writer charged 
that it was being promoted for the advantage of "a pam­
pered bank aristocracy in Iowa." But his firm faith in 
the attitude of the Democratic majority in the legislature 
led him to "bespeak for this hybrid little monster, a warm 
reception, a summary dispo&al, and a speedy quietus. "18 

With statesmanship that would do credit to twentieth 
century politicians each party BOught to lay all the eco­
nomic ills of the day at the door of the party in power. As 
is usual in such cases, strange inconsistencies may be found 
in their reasoning. .A writer in the Bloomington Herald 
charged the unfortunate pecuniary condition of Indiana to 
the Whigs. The Iowa Standard called attention to TIli­
nois, "where loco-facism rides triumphant, and the gov­
ernor was obliged to inform the legislature that the treasury 
was not able even to pay the postage on his official corre­
spondence. "1 T 

A review of the existing economic and political conditions 
shows clearly that banking in Iowa began under anything 
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ECONOMIC AND POLITICAL BACKGROUND 9 

but favorable circumstances. The Territory was rich in 
natural wealth, bnt sorely in need of working capital. Its 
circulating medium was insufficient in qnantity and poor in 
quality. The entire conntry was snffering from a chaotic 
banking sitoation and passing throngh a severe financial 
depression. Bitter partisanship colored all consideration 
of the banking qnestion. 
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THE MINERS' BANK OF DUBUQUE 

During the Territorial period the only chartered bank 
. established in what is now Iowa was the Miners' Bank of 
Dubuque. The lead mines near Dubuque were responsible 
for the early settlement and commercial importance of the 
city. Lead had been discovered in this region by the 
Indians, and the mines were later developed by Julien Du­
buque during the period of the Spanish possession of the 
trans-Mississippi country. Prior to 1833 the lead district 
was not legally open for settlement, and settlers were sev­
eral times ejected by the military forces of the United 
States. In June of that year the government began leasing 
the mines to its citizens, and by 1840 Dubuque had come to 
be known as one of the chief lead producing sections in 
America.18 

ESTABLISHMENT OF THE BANK 

Late in the year 1835 a branch of the Bank of Dlinois was 
established at Galena, Dlinois.111 Stimulated doubtless by 
this 'action and feeling a real need for banking facilities, the 
citizens of Dubuque made application to the legislature of 
the Territory of Wisconsin (of which the Iowa country was 
then a part) for a bank charter. On November 30,1836, an 
act to incorporate the stockholders of the Miners' Bank of 
Dubuque was approved by the Territoriallegislature.1O The 
approval of Congress was given, with certain limitations, 
on March 3, 1837.11 

The terms of incorporation, as amended by Congress, 
fixed the capital at $200,()()()...-divided into two thousand 
shares of $100 each. Nine commissioners were appointed 
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to receive subscriptions; and these same men were to be­
come the first directors. Subscriptions were to be opened 
in Dubuque County, and in such other places as the com­
missioners might think proper, as soon as convenient after 
the act received the approval of Congress. One-tenth of 
the amount of each share was to be paid at the time of sub­
scribing and the balance in installments at the discretion 
of the directors who were to give ninety days notice in a 
local newspaper. The directors were authorized to call 
for not exceeding forty per cent of the subscrflJtions of each 
stockholder at one installment; and the stockholders were 
not permitted to increase the capital without the consent of 
Congress previously obtained.u 

The management of the affairs of the bank was vested in 
a board of seven directors. These directors were required 
to be residents, citizens of the Territory, and stockholders 
of the bank. Their term of office was for one year, and 
election was to take place at a general meeting of the stock­
holders to be held on the first Monday in October. At these 
elections the shares were not given equal representation, 
but each stockholder was allowed one vote each for his first 
ten shares and above that amount only one vote for every 
ten shares. Stockholders not resident within the United 
States were denied the privilege of voting by proxy. Other 
stockholders were given the right to be represented by 
proxies to other stockholders or to the cashier of the bank. II 

The powers and duties of the directors were such as are 
commonly vested in such a body. They could elect one of 
their own number president, prescribe by-laws, and make 
rules and regulations concerning the conduct of business 
and duties of officers and employees. A majority of the 
board of directors was authorized to declare the half-yearly 
dividends. 

Directors were individually liable for all obligations of 
the corporation in excess of twice the sum of the capital 
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stock subscribed and actually paid into the bank. Ho~ever, 
a director was relieved of this personal liability if absent 
when the excess was contracted or if he dissented from the 
resolution or act whereby the 88Jlle was contracted. It was 
further provided that, "Noone director shall be permitted 
at anyone time to become indebted to the bank by loans, 
endorsement or otherwise, to an amount exceeding five thou­
sand dollars."14 

The bank was prohibited from owning any real estate 
except the necessary banking house and lot or such other 
realty as it might acquire in satisfaction of debts pre­
viously contmcted or purchased at sales upon judgments. 
In like manner it was prohibited from purchasing or selling 
goods, wares, or merchandise, directly or indirectly, except 
when these had been pledged as security or bought at judg­
ment sale for subsequent resale. 

The interest rate of the bank on its loans and discounts 
was limited to seven per cent payable in advance. State­
ments of the condition of the bank were required to be made 
by the president and cashier whenever desired by the Legis­
lative Assembly of the Territory. The bank was not to be 
permitted to owe "either by bond, bill, note, or other con­
tract, over and above its actual deposits, an amount to ex­
ceed twice the amount of its capital stock actually paid in". 
It was required to commence business by January 1, 1838, 
or forfeit its charter, and its corporate life was to continue 
until May 1, 1857. 

The most important function of a bank of that period was 
the issue of notes for circulation. Indeed, a bank without 
the right of issue was scarcely considered feasible. Bank­
ing laws and special charters were framed, therefore, pri­
marily to provide safety for the community against un­
sound note issues. The Miners' Bank was not allowed to 
issue notes for circulation until one-half of the capital had 
been actually paid in. Of this amount of capital, $40,000 
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was required to be paid by the stockholders in legal coin of 
the United States. The limitation of the bank's indebted­
ness, other than for its actual deposits, to twice the amount 
of its capital stock actually paid in, fixed a maximum limit 
to its note issue. No note or bill could be issued of less 
denomination than $5 and the legislature reserved the 
power to raise the minimum denomination of notes to $10 
after four years, and to $20 after ten years.·1 

We find in these limitations no special security against 
notes, such as the familiar bond deposit of the national 
banks. There were no special provisions for redemption 
of notes in specie or penalty for non-redemption. No pref­
erence was given to note holders over other creditors. The 
limitation on the volume of notes was very lax. The bank 
was not required to retain permanently the specie paid in 
at the outset. Objections to small notes were the ease of 
counterfeiting and the tendency for small notes to remain 
longer in circulation and hence the greater possibility of 
inflation. 

In this one respect the charter of the Miners' Bank went 
as far as could be desired.28 But on the whole its note 
issue restrictions were not strict enough to avoid the pitfalls 
of the banking practices of that day. 

OPENING OF THE BANK 

Subscriptions for the capital stock were received on May 
22nd, 23rd, 24th, and 30th, and all of the stock was sub­
scribed for on those days. The directors issued a call for 
the payment of forty per cent on the capital stock to be 
made on the second Monday of October-one-half of this 
installment to be in specie. An election of directors was 
held on October 14th at the counting room of E. Lockwood. 
On October 31,1837, the bank opened its doors for the trans­
action of business. 

The opening of the bank was not accomplished without 
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considerable friction; the selection of officers occasioned 
some ill-feeling; and almost as soon as the bank began 
operations charges of various kinds of corruption were 
made. It was said that the full amount of capital had not 
been paid before issuing notes. Large stockholders were 
charged with attempting to secure control of the stock of 
small holders. The panic of that year and the general sus­
picion of banks made it easy for these rumors to gain cre­
dence among the people. IT 

FIBST LEGISLATIVE INVESTIGATION 

The rumors concerning the bank soon reached the Legis­
lative Assembly of the Territory of Wisconsin which was in 
session at the time in Burlington; and on November 16, 1837, 
just a little over two weeks after the opening of the bank, a 
committee of three from the House of Representatives was 
appointed to make an examination of the affairs of the 
banks incorporated in the Territory.28 

This committee made a personal visit to the Miners' Bank 
of Dubuque to get accurate first-hand information and to 
give the citizens of Dubuque a chance to present any facts 
they might have as to the oondition or management of the 
bank. The investigation by the committee consisted of sub­
mitting to the officers of the bank a list of written questions 
which were answered by the cashier. The committee re­
mained in Dubuque twenty-eight hours, but according to 
their own statement they did not deem it "within the scope 
of their authority to inspect the books of the bank, or to 
count the money, although every facility for that purpose 
was offered to them by the Cashier." No persons appeared 
to report to the committee, either favorably or unfavorably. 
A more lax and inadequate investigation could scarcely have 
been made, but it seemed to satisfy the entire committee that 
the bank was in a sound condition. The report also stated 
that the bank had complied with all the regulations of the 
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charter, but on this point there was a difference of opinion. 
One member of the committee claimed that the issuing of 
post notes was a violation of the charter; but the other two, 
while questioning the wisdom of issuing this type of notes, 
did not regard it as illegal. The report of the committee 
was adopted and the bank was pronounced in a "sound and 
solvent condition' '. The resolutions adopted by the House 
stated, however, that that body did not consider it within 
the scope of the bank's authority to issue post notes for the 
purpose of making ordinary discounts.11I 

Although the result of this first investigation was highly 
satisfactory to friends of the bank, it did not stop oriticism 
of the institution. The Iowa News, a Dubuque newspaper, 
was a strong supporter of the bank and used its editorial 
columns to uphold it. BO Its efforts, however, were not suc­
cessful in quieting the opposition. Opponents of the bank 
continued their fight on the institution through such news­
papers as would print their artioles and also sent statements 
concerning it to the legislature.BI These attacks soon called 
forth a second investigation. 

SECOND LEGISLATIVE INVESTIGATION 

The first investigation had been conduoted by a committee 
of three appointed by the House of Representatives. On 
January 19, 1838, a joint resolution was approved providing 
for the appointment of a committee of two from each house 
to investigate the affairs and condition of the Miners' Bank 
and to report at the extra session of the Legislative As­
sembly in June of that year. This committee was directed 
to "visit the bank in person, to examine its books and pa­
pers, count the money in its vaults and to examine whether 
the said bank has complied with the provisions of its charter 
or not".·· 

On February 3, 1838, the committee of investigation met 
in Dubuque and proceeded to make the examination as di-
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reeted. Their first action was to address to the oftioers of 
the bank nineteen questions on which they asked ,m.tten 
answers under oath or affirmation. It was the object of 
these questions to find out ho~ well the provisions of the 
charter bad been carried out in the organization of the bank 
and what its condition was at the time of the investigation. 

The answers showed that the required $100,000 of capital 
had been paid in, but gave the payments as having been 
made in the following manner: $40,000 in certificates for 
specie deposited in Detroit; $50,000 in notes of the Jackson 
County Bank and the Bank of Manchester in the State of 
Michigan; and $10,000 in specie and various other bank 
notes.aa The value of the notes of the two Michigan banks, 
however, is suggested by the fact tllat, in April, 1838, among 
a long list of banks whose notes had no claim to public con­
fidence, the bank commissioners of Michigan reported the 
Bank of Manchester and the Jackson County Bank." 

As to the Jackson County Bank the following facts had 
been revealed by examination: 

Gold coin was exhibited loose in a drawer, which, being counted, 
amounted to the sum of $1037.78; about $150 in loose silver was 
also counted. Beneath the counter of the bank, nine bozes were 
pointed out by the teller as containing $1000 each. The teller se­
lected one of these bozes and opened it; this was eumined, and 
appeared to be a full boz of American half dollars. One of the 
Commissioners then selected a boz, which he opened, and found the 
same to contain a superficies only of silver, while the remaining 
portion consisted of lead and ten-penny nails. The Commissioner 
then proceeded to open the remaining seven boxes; they presented 
the same contents precisely, with a single exception, in which the 
substratum was window-glaaa broken into small pieces.81 

This report from a neighboring State illustrates the evils 
in contemporary banking practice. Moreover, it shows that 
in accepting notes issued by this institution in payment of 
stock SUbscriptions, the directors of the Miners' Bank were 
launching it upon a v~ry unstable basis. 
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From testimony of the cashier, G. D. Dillon, it appears 
that some stockholders of the Miners' Bank paid forty per 
cent on their stock, put in their notes, and drew out the 
money at once. Only nominally, therefore, had the bank 
complied with the charter requirement that one-half the 
capital be actually paid in before any notes were issued for 
circulation. In reply to a question concerning the denom­
ination of the bank notes, the officers stated that they had 
never issued notes of less denomination than $5.88 By the 
terms of the charter, notes could not be issued until $40,000 
of specie had been paid in by the stockholders. As a matter 
of fact, the specie on hand as shown by a statement of cou­
dition of the bank on February 3, 1838, and verified count 
of the investigating committee was $1318.02. The officers 
explained that arrangements had been made with a Detroit 
bank to hold $40,000 in specie for them and assured the com­
mittee that the $40,000 would be in the hands of the bank"at 
the opening of navigation. This did not satisfy the require­
ments of the committee and, although the officers were con­
fident that they would shortly receive the money from De­
troit, this shortage of specie was responsible for a supple­
mentary examination held in June. 

The investigation showed further that the majority of 
the circulating notes were not payable on demand but at a 
future date. Thus on February 5, 1838, the amount of notes 
in circulation was $14,030--0f which $1350 was payable on 
demand and $12,680 twelve months after date. The officers 
stated that they paid out these post notes in payment of 
discounted notes or drafts, and that they received them iu 
payment of debts due the bank without regard to maturity. 
To the question, "Have you at any time refused the pay­
ment of specie for your bills when demanded at your 
counter!" the answer was, "We have never declined paying 
specie on our bills, when presented at our counter." In 
reply to a further question regarding redemption of post 
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notes the answer was given, that they were redeemed partly 
by notes of other banks and partly with notes of the Du­
buque bank. 

Notes of other banks constituted such an important part 
of the assets of the bank and were used to such an extent 
by them in discounting, that the attitude of the bank toward 
receiving them is of interest. The question was asked 
whether such notes when used in di800unting would be ac­
cepted in payment of debts due the bank. To which the 
officials replied that they were received by the bank to pay 
any debt due the bank "which may have been created by the 
issues of those notes." The use of bank notes of all shade':J 
of value was not uncommon in that period, and in thus 
promoting the circulation of such a large volume of almost 
worthless notes--$20,OOO of the notes of the two Michigan 
banks noted above were still included among the bank's 
assets-the Miners' Bank was following the accepted prac­
tice of the time. 

The bank was able to show that the rate of discount had 
not exceeded seven per cent. No director had ever been 
indebted to the bank to the amount of $5000 which was the 
charter limit. On these and certain other points there is no 
evidence that the bank had violated the provisions of its 
charter. 

As noted above, the committee was not satisfied with the 
amount of specie on hand and postponed its final report on 
the bank until after a supplementary examination was held 
in June. This examination showed a considerable increase 
in bills discounted and individual deposits. The notes of the 
Jackson County Bank and the Manchester Bank had mostly 
been disposed of. Promises had been made that the bank 
would increase its specie holdings &8 soon as the $40,000 for 
which they held certificate of deposit in a Detroit bank could 
be transported. It is noted, however, that on June 4th the 
amount of specie on hand was only $457.30-nearly $1000 
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less than at the time of the February report. An item of 
$20,000 "Specie intransito" is found ·among the assets. 
This failed to satisfy the examining committee; and their 
report to the legislature was to the effect that the bank had 
not met the charter provisions nor kept the promises made 
at the time of the February examination. They regarded 
the bank as in an unsound condition and found very little 
confidence placed in it by the citizens of the community. 
In view of these facts they recommended the immediate 
repeal of the bank's charter.17 

Nothing was done, however, about repealing the bank's 
charter, for on June 12, 1838, the Territory of Iowa was 
established by act of Congress-the act of separation taking 
effect on July 4, 1838.1'. The legislature of Wisconsin Ter­
ritory adjourned its meeting at Burlington; and the first 
Bession of the Legislative Assembly of the Territory of Iowa 
was begun at Burlington on November 12, 1838.1' This 
change in jurisdiction was doubtless responsible for the 
Jack of definite action on the committee's report. 

TlIIBD LEGISLATIVE INVESTIGATION 

Early in the session of the First Legislative Assembly of 
the Territory of Iowa the third of the series of legislative 
investigations of the Miners' Bank was instigated. On 
November 29, 1838, a resolution was approved40 providing 
for a committee of three-one from the Council and two 
from the House of Representatives-to proceed at once to 
Dubuque and examine the bank. 

This committee worked in much the same manner as the 
former joint committee. The questions' asked were almost 
all answered from the bank's statement for December 7, 
1838, submitted by the cashier. In answer to the question 
88 to the amount of capital stock paid in before the bank 
oommenced business, the cashier replied that "fifty per 
cent upon the capital stock, was required to be paid in before 
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the bank could legally commence operations." This reply 
seemed to satisfy the committee, but adds nothing to the in­
formation on the disputed point. The statement shows a 
decrease in the volume of post notes in circulation, an in­
crease in bills discounted, and a relatively large decrease in 
individual deposits since June 4, 1838. The amount of 
specie on hand was still very low-amounting to $3033. 
Notes of other banks were held to the amount of $18,874. 

In the report to the Legislative Assembly the committee 
announced that the cash on hand was nearly double the 
amount of liabilities of the bank, exclusive of the capital 
stock and undivided profits. There is no distinction made 
between notes of other banks and specie, the committee ap­
parently not being concerned with the ability of the bank to 
meet its obligations in specie. Circulation amounted to 
$16,025; so that for redemption of its notes alone, not in­
cluding anything for deposits, the bank had a specie reserve 
of only about one to five. 

The report of the committee was to the effect that the 
Miners' Bank of Dubuque was in a safe and solvent condi­
tion. This report appears to have been satisfactory to both 
houses of the Assembly.41 From December 19, 1838, when 
this report was concurred in, until the meeting of the Fourth 
Legislative Assembly, which convened on December 6, 1841, 
there was no further investigation of the affairs of the bank 
by the Legislative Assembly. 

SUSPENSION OF SPECIE PAYMENTS 

On March 29, 1841, the directors of the Miners' Bank 
adopted a series of resolutions formally suspending specie 
payments. Holding that there was no cause for alarm 
regarding the condition of the bank, the directors attrib­
uted the necessity for suspension to the practice of a large 
St. Louis firm which, for purpose of speculation, discredited 
the notes of the Miners' Bank in order to buy them at a 
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discount and then present them for redemption in specie. 
This unfair practice was a loss to the ordinary bill holders 
and an expensive operation for the bank. Accordingly they 
announced that in the future the bank would payout specie 
only in small amounts at its own discretion. As evidence of 
the solvency of the bank and its desire to act in good faith 
toward the creditors, the directors promised to publish 
quarterly statements of the bank's condition. The report 
accompanying the resolutions showed that the bank was 
apparently in a sound condition. Its liabilities exclusive of 
capital stock and profits were $106,654-0f which $97,005 
was notes in circulation and $9649 was deposits. To 
meet these demands the bank had cash of $58,486.99-0f 
which $40,051.99 was "Gold and Silver on hand. ,'tt 

ATTITUDE OF THE FOURTH LEGISLATIVE ASSEMBLY 

In the Fourth Legislative Assembly the question of the 
Miners' Bank, its condition and suspension, became a live 
issue. Bills and resolutions regarding it were of three 
kinds: first, those calling for another investigation by a 
joint legislative committee; second, those calling for a state­
ment from the bank of its condition as authorized by the 
charter; and third, bills or resolutions requiring the bank to 
resume specie payments. 

A.joint resolution authorizing an investigating committee 
to examine the affairs of the bank was passed by the 
Councila and referred to the House, where action was post­
poned until late in the session. The resolution was never 
passed. In the House opponents of a joint investigating 
committee favored a resolution calling for a sworn state­
ment from the bank officials; but such a resolution failed to 
pass." In the Council a resolution was passed on February 
1, 1842, requesting the cashier of the bank to make out and 
furnish to the Council a statement of its affairs. Onthe 
same date a statement w8spresentedto the Council through 

Digitized by Coogle 



22 HISTORY OF BANKING IN IOWA 

M. Bainbridge giving the bank's condition as of January 
1,1842.4' 

This statement is not entirely clear and does not reveal 
the bank's exact condition as regards notes outstanding and 
specie on hand. Among the liabilities are listed bank notes 
in circulation to the amount of $167,030-an increase of 
$70,025 since the time of suspension of specie payments on 
March 29th preceding. In addition, there is an item of 
notes on special deposit with other banking institutions 
amounting to $46,000. Just what this means is not clear, 
but it seems to be a special note issue. Instead of placing 
the item of gold and silver alone on the balance sheet, the 
report reads "Gold, silver and notes of the State Bank of 
Missouri . • • . $43,277.66. " If there were no more 
Bank of Missouri notes than at the former time, the specie 
was practically unchanged. This, however, is not revealed 
by the balance sheet. At any rate, because of the increased 
liability for notes outstanding, the relative specie reserve 
had been lessened. 

An eBort to compel the bank to resume specie payments 
was also made in both branches of the Legislative Assembly. 
In the Council a bill, Council File 103, was passed by a vote 
of seven to six, which would have required the bank to 
resume specie payments by August 1, 1842.48 On the same 
day on which this bill passed its second reading in the 
Council, the House of Representatives passed a similar bill, 
House File 79, by a vote of fifteen to eleven.4T This measure 
was sent to the Council where it was laid on the table indefi­
nitely." The Council bill met a similar fate in the House a 
few dayslater.4' A joint resolution was then passed by the 
House requiring the bank to "stop its discounts and issues 
while it continues to suspend specie payment."110 This was 
referred to the Council, and at its first reading was laid on 
the table.'1 Thus, although similar bills were passed by 
each house of the Legislative Assembly calling for a re-
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sumption of specie payments by the bank before August 1, 
1842, no bill was enacted into law. 

M. Bainbridge of Dubuque defended the bank against at­
tacks in the legislature. He said there was no complaint on 
the part of the people of the community. He held that it had 
paid in specie long after all other Western banks had sus­
pended, and explained that suspension was an act of self­
defense against St. Louis brokers. The bank, he maintained, 
paid out specie to farmers when they needed it to enter 
on their lands. Gt The facts do not seem to indicate that at 
this time the credit of the bank was as high as Bainbridge 
said it was. In the spring of 1842 the bank's notes fell to 
a low point in the chief commercial cities. In a letter to 
an Iowa friend dated February 28th, a gentleman iu Sl 
Louis stated that notes of the Miners' Bank of Dubuque 
were no longer received in that city, "and the prevalent im­
pression is, they will go entirely down. "III 

CHANGE OF OWNEBBmp 

In June, 1842, the controlling interest in the bank was 
bought by men connected with the Sl Louis Gas Light Com­
pany. The new cashier, Mr. Pearson, had been one of the 
principal clerks in the employ of the Gas Light Company, 
while the new directors were all prominent business men of 
Dubuque.1I4 From testimony given at a later legislative in­
vestigation it is learned that all of the directors were quali­
fied to act as such by having certificates for $50 of bank 
stock handed to them. One of their number, Timothy Davis, 
further testified that he intended to return the stock when 
he ceased to act as director. In July an effort was made to 
resume specie payments, $20,000 in specie having been de­
posited in a Galena bank by the Sl Louis Gas Company. 
For about a week the bank did redeem its notes. GG 

In spite of these efforts at restoration, the bank does not 
appear to have carried on much business at this time. In an 
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Iowa City newspaper in December, 1842, there is a news 
item to the effect that Thomas Rogers of the Dubuque dele­
gation intended to introduce a bill to repeal its charter. 
After stating this fact the paper says: "It is pretty well 
known that that institution is not at present doing any 
business, and has but little paper afloat. From these causes 
very limited interest is felt on the subject of the oontinuance 
of its charter.."" 

ATTEKPT TO REPEAL THE CHARTER 

In the Fifth General Assembly of the Territory of Iowa, 
which convened at Iowa City on December 5, 1842, the 
perennial question of the Miners' Bank came up early in the 
session. A bill to repeal the charter, introduced in the 
House of Representatives early in January, 1843, was re­
ferred to a select committee consisting of one member from 
each electoral distriCt.IIT Two weeks later the committee 
submitted a majority and a minority report. Both reports 
were in favor of repealing the bank's charter, but they dif­
fered upon the plan to be followed in closing up the affairs 
of the bank. 

The majority report set forth three distinct points upon 
which the 'bank had violated its charter: (1) it had com­
menced issuing notes without having the required $40,000 
in specie paid in; (2) it had on its board of directors men 
who were not bona fide stockholders; and (3) it had sus­
pended payment of specie for its notes. 

The minority report did not dissent from any of these 
charges, and the evidence submitted supports the decision 
of the committee. Witnesses examined were J. T. Fales, 
Chief Clerk of the House and a resident of Dubuque, 
Timothy Davis, a bank director, and M. Mobley of Spring­
field, Illinois, who had been employed by Dr. Richard Bar­
rett and Thomas Mather, principal owners of the bank, to 
examine the condition of the institution. 
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Mr. Fales testified that he believed "the stock subscribed 
was never paid in any other way than by the stockholders 
giving their notes to the institution. " Mr. Davis also testi­
fied to the same effect. No evidence could be found by the 
committee to show that any more than a small amount was 
actually paid in in legal coin of the United States. 

Upon the second point there is positive testimony from 
Mr. Davis that he had not invested one cent in the institu­
tion, but had been given a certificate for $50 of stock paid 
in to qualify him to act as a director. Moreover, he testified 
that Messrs. Farley, Waples, Quigley, and Wallard were 
qualified and became directors in the same manner as he did. 

Upon the question of suspension of specie payments there 
was likewise no dou:J>t. With the exception of about a week 
in July, 1842, the bank had not redeemed its notes in specie 
since March, 1841. The testimony of Mr. Fales shows the 
resulting depreciation. He said that in the store of Mr. 
Quigley, one of the directors, he had been paid forty cents 
on the dollar for the notes, in spite of a notice in the store 
"Notes of the Miners' Bank of Dubuque, taken here." 
When he left home they were worth from thirty-seven to 
forty cents on the dollar. 

A bill for the repeal of the bank's charter passed the 
Honse by a unanimous vote,1I8 but failed of passage in the 
Conncil.1Ie 

OJIABGEB OF BRIBERY 

While the bill to repeal the charter of the bank was pend­
ing in the legislature, charges were made in the Iowa Oapi­
tal Reporter, a newspaper published in Iowa City, that cer­
tain members had been influenced in their action by offers 
of "personal reward and private advantage". A committee 
of five was appointed to investigate these bribery charges 
and report on the same.eo 

On the first of February this committee made its report. 
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They had investigated the matter thoroughly and submitted 
a mass of testimony to the House. The first witnesses ex­
amined were the editors of the Iowa Oapital Reporter, 
Thomas Hughes and Jesse Williams. From them the com­
mittee learned that letters had been written by Dr. Richard 
Barrett of Springfield, Dlinois, to certain members of the 
House and Council, designated by name, asking them to 
assist in saving the bank's charter until such time as he 
could consummate arrangements to buyout the interests 
of the bankrupt Gas Light Company of St. Louis. Included 
in the evidence presented were four letters directed to 
James M. Morgan, Shepherd Leftler, Francis Springer, and 
William Patterson-these being the only ones received by 
members of the legislature according to their own sworn 
testimony. In the letter to Mr. Morgan there are offers of 
private and local advantage in case the charter was saved; 
in the other letters there was no suggestion of personal 
advantage, but merely a statement of the purpose of Dr. 
Barrett and his request for the support of these members 
to save the bank's charter in the public interesl 

The resolutions presented by a majority of the committee 
condemned Dr. Barrett and Mr. Mobley, who had delivered 
the letters, for their action in seeking thus to influence legis­
lation. Mr. Morgan was cleared from suspicion and his ac­
tions were shown to be free from influence. The Iowa Oapi­
tal Reporter was denounced for having made a charge 
"utterly untrue and highly reprehensible in its character". 
The majority of the committee, therefore, deemed the 
editors as deserving the censure of the House. Upon this 
point a minority of the committee, George Hefner and 
Henry Felkner, disagreed. They believed that the revela­
tions were of an alarming nature and justified the editors 
in being suspicious that the offers might not have been 
wholly without effecl Furthermore, they did not believe 
such censure to be within the jurisdiction of the House: they 
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held it to be beyond the power of the legislature to punish or 
censure an individual for speaking against its members. 
The reports of both the majority and the minority were laid 
on the table and no fuMher action taken. 81 

Although this closed the official action on the bribery 
charges, so much feeling had been aroused that two of the 
principals of the bribery investigation engaged in personal 
recrimination. The controversy, indeed, became so hot that 
the editor of the Reporter, Jesse Williams, was given n 
beating by George H. Walworth, of the legislature, in the 
Capitol' library. The Iowa City newspapers took opposite 
sides, the Btaftdartl sharply criticizing the action of the 
Reporter and in its columns graphically writing up the 
thrashing of the rival editor. There was no effort to conceal 
the fact that the Btantlartl was pleased at the resulting dis­
grace.la 

OPPOSITION IN THE BIXTH LEGISLATIVE ABBEKBLY 

Opposition to the Miners' Bank was again manifest early 
in the session of the Sixth Legislative Assembly. The first 
bill introduced in the House of Representatives was one to 
repeal the bank's charter. When called up a few days lateT, 
the bill was considered in Committee of the Whole and re­
ported to the House for passage. Action was delayed by 1\ 

motion to lay the bill on the table until January 2nd becausp. 
information had been received that memorials relative to 
the bank were in circulation in Dubuque and Jackson coun­
ties. This motion had precedence and was passed by a 
majority of one vote.81 

As soon as the Legislative Assembly convened after its 
holiday recess, a number of petitions and letters of instruc­
tion to county delegations were received by the House. 
Each of these letters of instruction~ne signed by 1172 
citizens of Des Moines County, one signed by 173 citizens 
of Clinton County, and one signed by 213 Jackson County 
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constituents-urged the respective delegations to vote for a 
law to force the Miners' Bank either to resume specie pay­
ments or close up its business. On the other hand, a peti­
tion from 559 citizens of the counties of Dubuque, Delaware, 
and Clayton asked that more time be given the bank to 
resume specie payments. U 

When the bill came before the House for discuss,ion, sev­
eral attempts were made to amend. These amendments, 
amounting in one or two cases to a new bill, provided for 
the continuation of the bank's charter if it met certain con­
ditions. The first of these amendments would have forced 
the bank to mortgage to the State $400,000 worth of land to 
secure the payment of its notes. This was rejected, but later 
a vigorous fight was made to save the bank's charter by 
amending with a similar land mortgage clause. Finally, 
amendment having proved futile, the bill was brought to a 
vote in substantially its original form. This called for the 
repeal of the bank's charter and the winding up of its 
affairs, and the vote stood eighteen to seven in favor of such 
action.!"! 

An interesting suggestion appears in a petition from 
Iowa City presented by Thomas Rogers on the day fol­
lowing the vote but before the final engrossment of the bill. 
In this petition the legislature was asked to resuscitate the 
bank, "Provided, that the Stockholders cause to be paid into 
the office of the Secretary of the Territory the sum of 
$10,000, as a bonus; the said sum to be appropriated for the 
encouragement of the emigration of marriageable females 
from New England to this Territory. 'reI 

The bill for the repeal was sent at once to the Council 
and was there referred to a select committee. Petitions 
were also submitted to the Council by citizens of various 
counties. The report of the select committee substituted 
a new bill-with the exception of the enacting clause-which 
would have compelled the bank to resume specie payments 
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within thirty days and have made its notes redeemable at 
par in gold or silver in Burlington, St. Louis, and New York. 
as well as at the bank at Dubuque. 

When this bill was later considered by the Council, strin­
gent amendments were added. The President, directors, 
and stockholders were made individually liable to the note 
holders in case of failure of the bank to pay specie for its 
notes. This was an unconditional and unlimited personal 
liability of stockholders. A further amendment prohibited 
the bank from importing and vending in the Territory bills 
of less denomination than $5. In its final form the bill 
passed the Council by a vote of ten to three.67 The House 
bill had provided for immediate repeal of the bank's char­
ter; while the amended bill which passed the Council gave 
the bank thirty days in which to resume specie payments, 
and, if it did 80 and continued in business, provided for a 
Bound form of regulation. The notes th&t this bill would 
have permitted the bank to circulate would have been faT 
superior to many notes then circulating in the Territory. 
But when the amended bill was presented in the House, that 
body refused to concur by a vote of fourteen to eleven.ss 
The bill was returned to the Council where it was laid on the 
table until "the Fourth of July next".se 

Thus closed the legislative record for another session. 
Again it seemed to have been the desire of both branches of 
the Assembly to take action, but they failed to get together 
on a bill. 

BESUMPTION OF SPECIE PAYMENTS 

When the legislature had adjourned its session, the bank 
did on its own initiative what the legislators failed to re­
quire of it: on April 19, 1844, it resumed the payment of its 
liabilities in specie. Thereafter, until the repeal of its. 
charter and final closing, the bank "promptly met all its 
liabilities. " This resumption came after a change in the 
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management and control of the bank-Me Mobley of Spring­
field, DlinoiB, being the new cashier. TO 

The extent to which the public gained by this reBumption 
is not clear. The Iowa. Oapital Reporter, an anti-bank 
paper, charged that the new owners could adopt thiB course 
with perfect Bafety to themselveB, because they had pur­
chased, through their agents, all of the outstanding liabil­
ities of the bank. In so doing, it was claimed, they realized 
a conBiderable profit by purchasing theBe obligationB "at a 
diBcount of 75 or 80 per cenl UTl There iB not Bufficient evi­
dence to prove the truth or falsity of thiB charge. The 
extreme partisanship manifested by the anti-bank faction 
leadB one to discount the Btatement Bomewhat. On the other 
hand, it is unlikely that foreign BtockholderB would put a 
defunct inBtitution on its feet primarily for the benefit of its 
creditorB. Moreover, the probability of a legiBlative repeal 
of the bank 'B charter was BO great that conservative in­
veBtorB would not have riBked much on its future. What­
ever may have been the motive, reBumption at thiB time did 
not reBtore the bank to the popular favor. 

REPEAL OF THE BANK'8 CHARTER 

One of the firBt billB brought before the House of Repre­
sentativeB in the Seventh LegiBlative ABBembly was for the 
repeal of the charter of the MinerB' Bank. No further 
chargeB were made against the bank at this time. There was 
a recital of the former illegal practices of the bank and a 
Btatement of the authority by which the legislature might 
repeal the charter. In conferring upon the stockholders 
their corporate powerB and privileges, the legislature had 
reserved to itself and its successorB the right" that if Baid 
corporation . . . . shall abuse or miBuse their privi­
legeB under thiB charter, it Bhall be in the power of the legiB­
lative assembly of thiB territory, at any time, to annul, va­
cate and make void thiB charter. ' 'TI 
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The bill for the repeal of the bank's charter was passed 
unanimously by the House and concurred in by the Council 
by a vote of eleven to one. It became law without the sig­
nature of the Governor on May 21, 1845, and was to take 
effect twenty days after its passage. According to the pro­
visions of the bill, the judge of the third judicial district was 
empowered to appoint two trustees with full power to settle 
the affairs of the bank. Certain points as to the manner 
of settlement were specified, among which was the provision 
that notes of the bank must be accepted at par in payment of 
all debts due to the bank. This is evidence that bill holders 
were probably not losers in the final settlement.1a 

Before the trustees were appointed the directors of the 
bank issued an address to the people of Iowa as a prote'3t 
against the action of the legislature. It consisted largely of 
an historical review of the operations of the bank. The 
action of the bank in suspending specie payments is espe­
eially defended. With a single exception every bank west of 
the Alleghanies had suspended. It was pointed out that the 
first suspension was made long after most other banks in 
the West had suspended and only because of the unfair 
aetion of note speculators. The bank resumed payments 
about a year later and its directors maintained that it could 
have sustained them but for disappointment over a draft. 
The directors very justly claimed that the legislature was 
unfair in attacking it--especially since at the same time it 
failed to pay a debt of $5500 plus interest due from the Ter­
ritory. In 1842 this debt amounted to $6000 or $7000, which 
if paid would have enabled the bank to continue specie pay­
ments.14 The address closes with the statement that the 
officers would not submit to the action of the legislature 
without a fight, and before the directors' gave possession to 
the trnstees they intended to settle the matter in the courts. 11 

This threat was later carried out. In August, 1845, Judge 
Wilson appointed Benjamin Rupert and John G. Shields 
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trustees to settle up the affairs of the bank. 18 The directors 
refused to turn over the property of the bank to the trustees 
and suit was brought in the November, 1845, term of the dis­
trict court. By a rejoinder the bank raised. the point that 
the legislative act was passed without notice to them and 
without any evidence of abuse or misuse of their corporate 
powers and privileges. To this the plaintiffs filed a de­
murrer which was sustained by the court. The case was 
appealed by the bank directors to the Supreme Court of the 
Territory of Iowa, where the decision of the lower court was 
sustained.11 

The case was then submitted to the district court for trial 
upon the question of the constitutionality of the repeal of its 
charter. Here the repeal was held to be constitutional, and 
again the case was appealed. In the July, 1848, term of the 
Supreme Court of Iowa, the decision of the lower court was 
once more upheld,TI with the result that the trustees were 
given legal possession of the bank. In the three intervening 
years, however, the affairs of the bank had been settled and 
it had ceased to exist. On February 25, 1849, the final meet­
ing of the directors was held to close up their conneCtion 
with the bank.1' 

In looking back upon the eareer of the Miners' Bank it 
is difficult to judge to what extent it was marked by mis­
management and fraud and how far it was the victim of the 
disturbed economic and political conditions of the times. It 
Beems rather clear that at the time of organization the bank 
did not comply with the charter requirements regarding 
stock payments and specie holdings. Its suspension in 
1841 appears to have come at a time when it was in reason­
ably sound condition and to have been due largely to the 
financial conditions of the period. From that time on its 
record was rather doubtful. It filled its board with "dum­
my" directors in order to meet the residence requirement 
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of the charter; it was guilty of making improper offers to 
members of the legislature; and it promoted the circulation 
of notes of neighboring "wild cat" institutions-but these 
would doubtless have found their way into the circulating 
medium of the Territory .. without its aid. 

The loss to the community through depreciation of the 
bank's notes can not be accurately estimated. It is certain 
from testimony given at one of the investigations that the 
notes fell as low as forty cents on the dollar. In the report 
of the investigating committee of 1843 it was stated that the 
bank had made arrangements with the land office by which 
the bills were to be received in payment for land to "some 
small extent." Whatever losses were experienced must 
have fallen largely upon the bill holders, for deposits never 
constituted a considerable portion of the liabilities of the 
bank. ~t the time of suspension of specie payments in 
1841, at the high point in the bank's career, the published 
statement showed individual deposits of only a little over 
$6000 as compared. to $97,000 of notes in circulation.80 

In the early opposition to the Miners' Bank of Dubuque 
there is no evidenee of party alignment. Personal and local 
considerations were manifested in the votes. But later 
opposition became a party issue. In the debates regarding 
the proposed repeal of the bank's charter in the Fourth 
Legislative Assembly (1842), the attitude of th~ parties was 
first clearly brought out. The business of baDt ing was as 
much the object of attack as was this particul~r bank. While 
party lines were ignored at times during this and the subse­
quent session of the Legislative Assembly, in the final vote 
taken in the Sixth Assembly party lines were strictly ad­
hered to. The bill before the House of Representatives 
called for the immediate closing of the bank; and in the final 
vote the eighteen Democrats voted for the passage of the 
bill, while the seven Whigs voted against it.81 In the Coun­
cil the Whigs held the balance of power, and the action there 
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favored extension of the bank's charter on condition that it 
resume specie· payments in thirty days. This waB inter­
preted by the opponents of the bank as a defense of banking 
as BUch as well as an attempt to Bave the Dubuque inBtitu­
tion. The repeal of the bank'B charter by the Seventh Leg­
islative Assembly was almOBt unanimous, only one vote 
being regiBtered againBt it in both houses. The Democratic 
majority was by thiB time quite overwhelming.1I 
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During the Territorial period unsuccessful attempts were 
made to secure bank charters for at least three different 
institutions. In December, 1838, certain citizens of Jackson 
County petitioned the House for a charter for a bank to be 
established at Charleston in that county.sa The petition 
was referred to the Committee on Incorporations and never 
heard of again. A second attempt was made to establish 
a bank in 1842, this time at Davenport in Scott County. The 
bill for incorporation was defeated in the House by a vote of 
twenty-one to twO.84 At the session of the Seventh Legis­
lative Assembly in 1845, a petition was presented in the 
House of Representatives asking the legislature to charter 
the Bank of Iowa in Iowa City. This was· to have been a 
stock bank with the right of note issue. The bill to incorpo­
rate the bank was referred to a special committee from 
which it never emerged.sa 

In order to restrain unincorporated banking associations 
from issuing notes, the Territorial legislature passed an act 
in 1838 making unlawful the issue of notes or bank bills by 
individuals or firms, a penalty of $1000 for each offense 
being fixed by the law.88 

In the history of the Miners' Bank, therefore, there is 
far more than a record of a typical western bank of its 
period. During the years of Iowa's Territorial history, the 
struggle went on between those who would deny to any 
form of bank the right of existence and those who favored 
banking with proper regulation. The members of the jury 
were the qualified electors of the Territory of Iowa: and 
their verdict will be found in the vote on the Constitution 
which made Iowa a State in 1846. 

85 
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THE CONSTITUTIONAL CONVENTION OF 1844: 

When the Territory of Iowa was established in 1838 it had 
been prophesied that it would soon become a State. The 
movement for statehood was first given official endorsement 
by Governor Lucas in his message to the Legislative Assem­
bly which met at Burlington on November 4, 1839. Support 
was not lacking for his proposal, but there was also strong 
opposition to the establishment of a State government at 
that time. Perhaps the leading objection concerned the 
matter of expense-the fear that the burden of taxation 
would be too heavy if the limited number of inhabitantB 
undertook to support a State governmenl After consider­
able agitation and failure of the earlier attempts to Becure 
a majority of voters in support of calling a constitutional 
convention, a convention was finally authorized by the peo­
ple at the election of April, 1844.87 

On Monday, October 7, 1844, the delegates met in Iowa 
City to formulate a State constitution. Several days of the 
rather short session of the convention were devoted to a 
discussion of the question of corporations in general and of 
banks in particular. The bank issue had been a large factor 
in national politics and one of the most important points of 
division between Whigs and Democrats. The business of 
the convention was divided among eleven standing commit­
tees.88 On October 11, 1844, the Committee on Incorpora­
tions reported, majority and minority reports being pre­
sented. The majority report provided that one bank might 
be established in the State with branches not to exceed one 
for every six counties. The regulations under which it 
might be created were stringent and included among other9 
the following provisions: first, the bill establishing the bank 
and branches must, after passage by the legislature and 
approval by the Governor, be submitted to the people for 
approval or rejection; second, one-half the capital must be 
paid in gold or silver before the bank would be permitted to 
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commence operation; third, no note or bill should be issued 
of a denomination less than ten dollars; fourth, the stock­
holders must be liable without limit for all debts; fifth, the 
bank must pay its notes and promises on demand or forfeit 
its charter; and finally, the legislature must reserve the 
right to alter, amend, or repeal the charter. 

To the banker of the present day some of these provisions 
would seem onerous and unnecessary, but to the minority 
members of the committee and to a considerable following in 
the convention the restrictions ·seemed to be too lenient. 
The report submitted by the minority members was brief 
but clean cut: "No bank or banking corporation of discount, 
or circulation, shall ever be established in this State." 
This was signed by Stephen Hempstead (later Governor of 
the State) and Michael o 'Brien. Ie 

On October 19th the report came before the convention 
for consideration. A motion by Stephen Hempstead to 
strike out the majority.report and insert the minority report 
eaIled forth lively and extended debate.eo In this debate 
there is evidence of the attitude toward banking then prev­
alent. Mr. Hempstead opened the debate in opposition to 
banks. He described three kinds of banks: banks of de­
posit, banks of discount, and banks of circulation. It was 
to the banks of circulation that he objected. He pointed out 
that such banks loaned their credit and not money; that the 
right to issue notes enabled them to loan two or three times 
the amount they possessed. Holding that the banks did 
uothing to create capital, he considered the loaning of their 
credit as usury. 

Mr. Hempstead's analysis of the function of note issue is 
correct. Upon the second point, however, he was undoubt­
edly in error; for, while a bank may not serve directly in the 
production of wealth, it has been amply demonstrated that 
a properly conducted bank plays a very important role in 
promoting the prosperity of a community. Mr. Hemp-
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stead's inability to see any good in banks is a commentary 
upon the banking practice of the time. In the course of his 
remarks he described the practice of a group of Massachu­
setts banks in which the specie required by law was assem­
bled from all the banks and sent from one bank, as soon as 
it had been inspected by the bank commissioners, to the next 
one in order of inspection, the same coin thus serving for 
all The practices in banking circles at that time, as de­
scribed by other writers, would lead us to believe that Mr. 
Hempstead's story was no exaggeration. 

As another evil of banking Mr. Hempstead pointed to the 
inflation of prices resulting from a large increase in the 
circulating medium with a consequent lessening of its value. 
Property acquired thereby a fictitious value, speculation 
was stimulated, and extravagance encouraged. He held 
that there would be less fluctuation if only gold and silver 
were used as money. It is probably true, as Mr. Hempstead 
argued, that many of the financial evils of the preceding 
decade had been due to the abuse of banking privileges. He 
feared that the evils so common in contemporary banking 
practice could not be eliminated from the proposed State 
bank. 

The arguments and the position of Mr. Hempstead must 
be judged in the light of the banking practices of the day; 
viewed in this way, he can hardly be classed as unreasonable 
in his attitude. Some members went even further in de­
nouncing banking. Richard Quinton of Keokuk County 
classed all banks as a "set of swindling machines". Some 
of the delegates professed to favor a bank of some kind­
just what, they did not specify-but they were opposed to 
the plan presented by the majority report of the committee. 
Still others wished to leave the question to the decision of 
the legislature to be elected under the terms of the Consti­
tution. Certain members announced that they were under 
instructions from their constituents to favor a bank and 
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would therefore cast a favorable vote, though in doing so 
they were acting cOntrary to their own convictions. A final 
effort was made to split on party lines.1I1 The Democrats, 
the anti-bank party, outnumbered the Whigs fifty-one 
to twenty-one. Although considerable party feeling was 
aroused, the vote was not along party lines. The motion to 
substitute the minority report, placing a total prohibition 
of banking in the organic law of the State, was lost by a vote 
of seventeen to fifty-one.'· 

Mter extended debate and numerous roll calls on amend­
ments to the banking section, it appeared evident that the 
constitutional convention was not prepared to formulate 
the details of a plan for a bank. At the same time there was 
unwillingness to have the Constitution left open on this 
matter. Distrust of the legislature was evidently at the 
bottom of the attempt to include details in a document 
which should be a flexible instrument. The only reason for 
placing greater confidence in the results of the convention 
would seem to have been that the action of the convention 
required ratification by popular vote. But to have sub­
mitted a detailed Constitution to the people for rati1ication 
would have resulted in losing the banking plan in a maze 
of other questions equally important and difficult. The 
members of the legislature were to be chosen by the same 
electors as had voted for the members of the convention. 
This body could have devised a banking act and submitted it 
to the people in definite form, if it were desirable to secure 
popular ratification. The public attention could then be 
focused upon that question alone and an adequate expres­
sion of public opinion gained by such a referendum. 

When it became evident that the convention was in hope­
less disagreement over the entire matter, a select committee 
of seven was appointed to bring in a new report.1I8 The rec­
ommendations of this committee favored the rejection of the 
former report and the substitution therefor of a provision 

Digitized by Coogle 



40 HISTORY OF BANKING IN IOWA 

that the legislature should create no bank or banking insti­
tution or corporation with banking privileges in this State 
unless the charter, with all its provisions. be approved by 
a majority of votes at a general election,,4 This met the 
contention that the question should not be left entirely to 
the discretion of future legislatures and avoided. on the 
other hand, the necessity for providing at that time the 
detailed regulations for banking. 

The discussion thereafter centered on the. section of the 
amended report which provided unlimited liability for stock­
holders of all corporations. Ebenezer Cook of Davenport 
contended that the convention had gone as far as it intended 
to go when it applied unlimited liability to stockholders of 
corporations with banking privileges. Certain other mem­
bers also argued that a distinction should be made between 
banks and general corporations in this respect. These mem­
bers were anxious to attract manufacturing industries, rail­
roads, and other industrial enterprises to the State they 
were building. Ordinarily the capital required for such 
projects would necessitate the corporate form of organiza­
tion; but, it was asserted, investors would be deterred from 
putting their money into an enterprise where there was an 
unlimited liability. II I 

This debate is of especial interest as an early attempt to 
differentiate between the stockholders of banks and those 
of other corporations. To-day the almost universal prac­
tice is to make the l}.ability heavier for stockholders in bank­
ing corporations. Most States have followed the national 
banking law in this respect and have prescribed double lia­
bility for stockholders in banks. , But, in spite of the efforts 
of the more liberal members, the corporation article as 
finally passed contained a section placing unlimited liability 
on the stockholders of all corporations. 

The section of the corporation article relating especially 
to banks provided that the legislature should not create II 
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bank or banking institution unless th~ charter with its pro­
visions should be submitted to a vote of the people at a 
general election and be endorsed by a vote of the electors. 
The State was prohibited from becoming a stockholder di­
rectly or indirectly in any bank or other corporation. ,. 

In order to make valid the work of the constitutional con­
vention, approval of Congress and ratification by the elec­
tors of the Territory were necessary. Congress found no 
objection to the proposed Constitution, but materially re­
duced the area included within the new State. This reduc­
tion was strongly opposed by the inhabitants of the Terri­
tory. When submitted to the voters of Iowa, the Constitu­
tion was twice defeated. Although there was considerable 
partisan objection to the Constitution aside from the change 
of boundaries by Congress, it is likely that its defeat was 
due principally to the boundary question. At any rate there 
is little evidence that the banking section was a decisive 
factor in bringing about its defeat. lIT 

THE CONSTITUTION OF 1846 

In spite of the rejection of the Constitution of 1844, the 
people of the Territory of Iowa were desirous of statehood. 
Governor James Clarke had served as a delegate in the Con­
vention of 1844. Although his attitude was favorable to 
State organization he took no active steps to secure it. But 
the Legislative Assembly in 1845-1846 was ready to act, and 
so authorized an election of delegates for another constitu­
tional convention. At the township elections in April thirty­
two delegates were selected to meet at Iowa City on the first 
Monday of May, 1846. This time the draft of the Constitu­
tion 88 prepared by the convention was to be submitted to 
the people for ratification or rejection before its presenta­
tion to Congress. In this way it was hoped that changes 
by Congress-which had resulted in the rejection of the 
Constitution of 1844-would be forestalled.88 
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The election of delegates proceeded along party lines in 
spite of the efforts of the Whigs to secure a non-partisan 
selection. In all of the Democratic nominating conventions 
the delegates were instructed to vote against banks." In 
the discussions and resolutions of these conventions the 
party attitude concerning banking was vigorously stated.100 

The election returns gave the Democrats twenty-two dele­
gates out of the total number of thirty-twolOl thus assuring 
them a working majority in the convention and a large num­
ber of delegates who were unfriendly to banking interests. 

On May 4, 1846, the convention assembled at Iowa City 
and continued in session just fifteen days. The report of 
the Committee on Incorporations contained a positive pro­
hibition of corporations" with banking or discounting privi­
leges. " A futile effort was made to substitute for this rec­
ommendation an amendment which would leave the whole 
matter of corporations to the future legislatures.l~1 By a 
union of Whigs and the more moderate anti-bank Democrats 
a substitute for the section prohibiting banking was passed 
which would have enabled future legislatures to create bank­
ing corporations by law, provided the law in question was 
first submitted to the people for confirmation. This sub­
stitute was amended so as to require publication of the act 
for at least twelve successive weeks in at least twelve weekly 
newspapers of the State, at the expense of the applicant for 
a charter, before it could be submitted to a vote. Finally, 
after further discussion and amendment, the entire report 
was struck out and by a vote of twenty-one to nine was re­
placed by two sections which became, with a change only in 
paragraphing, the "Article on Incorporation" that was 
finally approved by the convention.llla Once more the power 
to establish banks was taken out of the hands of the mem­
bers of the legislature and a definite prohibition of banking 
was made a part of Iowa's fundamental law. 
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BANKING PBOHIBITED 

Article IX in the Constitution of 1846 dealt with incorpo­
rations and read as follows: 

1. No corporate body shall hereafter be created, renewed, or e%· 
tended, with the privilege of making, issuing, or putting in circu· 
lation, any bill, check, ticket, certificate, promissory note, or other 
paper, or the paper of any bank, to circulate as money. The Gen­
eral Assembly of this State shall prohibit, by. law, any person or 
persons, association, company or corporation, from exercising the 
privileges of banking, or creating paper to circulate as money. 

2. Corporations shall not be created in this State by special laws, 
except for political or municipal purposes, but the General Assem­
bly shall provide, by general laws, for the organization of all other 
corporations, except corporations with banking privileges, the crea­
tion of which is prohibited. The stockholders shall be subject to 
such liabilities and restrictions as shall be provided by law. Th" 
State shall not, directly or indirectly, become a stockholder in any 
corporation.l " 

When the Constitution of 1846 was before the people for 
ratification the bank clause came in for considerable disous­
sion. The Democrats had a large majority among the voters 
of Iowa, and they were emphatic in their support of the 
prohibition of banking. In an article on this feature the 
Iowa Oapital Reporte,. maintained that the convention had 
been doubly instructed to insert a prohibitory clause against 
banking-"first, by the rejection of the instrument which 
dill flot prohibit them-and secondly, by the most unequi­
vocal expressions of the people at their primary assemblies 
and through the ballot box." This mandate the delegates 
had heeded, for in the final vote on Article IX not a single 
Democrat had opposed prohibition.lo, 

Opposition to the Constitution was not conftned to this 
article, but there was considerable feeling especially among 
the Whigs upon this issue. In an editorial comment on the 
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Constitution, The Iowa Stmard (Whig) urged the voters 
to meet the issue of bank or no bank by rejecting the whole 
Constitution. In case they deemed it more expedient to 
vote for the Constitution, the voters were urged to endorse 
on their ballots that they "ezeept the Ni",th Article." In 
this way they would place themselves on record as being in 
favor of amendment as soon as the ratification by Congress 
granted the coveted statehood.10e 

The arguments of Wm. Penn Clarke, in an address to the 
electors of Johnson and Muscatine counties, clearly set forth 
the effects which would follow the prohibition of banking. 
He stated that inhibition of banks would not be inhiDition 
of bank paper: it would only substitute a foreign for a home 
currency, one not subject to the laws of Iowa. Opponents 
of banking urged "hard money~', but Mr. Clarke prophesied 
that under existing conditions they would get a currency 
"well mixed" in which notes of banks having no credit at 
home would predominate. He believed that so long as other 
States had banks and bank paper, Iowa could best protect 
herself from foreign notes by establishing banks of her own. 
From local institutions would emariate notes controlled by 
Iowa legislation, and these banks would aid in driving out 
foreign notes. Failure to provide banks would permit 
Iowa to become the "plunder ground of all the Banks in 
the Union.' 'lOT 

By a narrow margin the Constitution of 1846 was ac­
cepted by the voters at the August election. Congress 
accepted the instrument, and on December 28, 1846, the 
State of Iowa was admitted into the Union.10S For nearly 
twelve years the prohibition of banking contained in tho 
State Constitution remained in force; and during that time 
the forebodings of Wm. Penn Clarke were fully realized. 
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1846-1858 

When Iowa entered the Union in 1846 the census gave the 
population of the State as 102,388. At that time twenty­
nine counties were organized, and these were located mainly 
in the eastern third of the State. During the first decade 
of statehood seven enumerations were taken, including the 
Federal census of 1850. Most of these were more or less 
incomplete and inaccurate, but they reveal fairly well the 
rapid growth of the new State in population and economio 
resources. By 1856 the population had reached 517,875-­
nearly all the present counties reporting inhabitants. In­
deed, only a few counties in the northwestern part of the 
State were without settlements. 

Great waves of immigration had swept in from the older 
States-especially from Pennsylvania, New York, Ohio, and 
the New England States. Moreover, the failure of the revo­
lutionary movements of 1848 in Europe increased the cur­
rent of foreign immigration to America, and Iowa attracted 
a fair share of these people. The increase of population and 
the development of the Commonwealth was cheeked some­
what by a severe crop failure in 1858, but it was clear to all 
that Iowa was destined to become a well-populated and 
prosperous section. , This expectation was soon fully re­
alized, for within a decade after the close of the Civil War. 
nearly a million and a half persons were resident in Iowa. 
If the increase in population was remarkable, even more 

noteworthy was the development of the agricultural and in­
dustrial resources of the State. The acreage in farms in 
1850 was 2,736,064; by 1856 it had more than trebled, total. 
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ing 8,559,437. And the production of cereals also kept pace 
with this growth. The wheat yield in 1855 was more than 
three times as much as in 1849. Corn production during the 
same time increased from 8,656,799 bushels to 31,163,362 
bushels. Oats yielded nearly four times as much in the 
latter year as in the former. In 1849 only 276,120 bushels 
of potatoes were produced, while in 1855 the output was 
2,014,388 bushels. Butter, cheese, and meat production 
show an increase no less marked. Large production was 
accompanied by exceptionally high prices during 1855-1856 
because the Crimean War had cut off Russia from the mar­
kets of Western Europe. 

Even though then as now Iowa was primarily an agricul­
tural State, the beginning of manufacturing is discerned 
This branch of industry, which at the time of the census of 
1840 was almost non-existent, yielded products valued at 
$3,773,075 in 1850 and $14,289,015 in 1860. In 1854 the first 
railroad was completed between Lake Michigan and the 
Mississippi River opposite Davenport; and in the following 
year the first locomotive entered the State. 1011 

INHIBITION OF BANKING 

It might be expected that during this time banks would be 
developing pari passu with the growth of the State. That 
this was not the case is due to the fact that the course of 
normal banking development was blocked by the corporation 
article of the Constitution of 1846. 

It is difficult to determine accurately the real purpose of 
the authors of the clause of the Constitution prohibiting the 
creation of corporations with banking privileges. Unques­
tionably the main purpose was to prevent banks of issue, but 
whether or not the framers of the Constitution intended to 
strike at banks of discount and deposit is not so certain. 
The function of note issue occupied the chief place in the 
public thought concerning banks. It was as note-issuing 
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institutions that they played the greatest part in the eee­
nomic life of the community; and so in those days it was 
regarded as virtually equivalent to a prohibition against 
banking to prohibit the issuing of circulation of any kind.IIO 

The evils of "wild cat" baDking had become so intolerable, 
however, that absolute prohibition seemed the only safe 
course. That Iowa was not alone in adopting this method of 
checking the evils is shown by the fact that in 1852 there 
weM nine States and the District of Columbia in which 
banking was illegal.lll 

In the debates in the constitutional convention some of 
the strongest opponents of banking made a distinction be­
tween banks of issue and banks of deposit and discount. 
No exception in favor of banks of discount or deposit was 
made, however, in the language of the Constitution of 1846. 
H the proper interpretation may be judged from a resolu­
tion passed by the Democratic convention held in Iowa City 
on September 24, 1846, it appears that the people wished 
to prohibit all forms of banking. Referring to the vote on 
the Constitution which had been taken on August 3rd pre­
ceding, the platform makers held that this is "a decisive 
indication of public sentiment against all banking institu­
tions of whatever name, nature, or description. lI1l1 

The opposite interpretation may be arrived at from the 
first sentence of the article on corporations, in which the 
prohibition rests upon banks or corporations issuing some 
form of circulating medium. No record can be found of a 
court ruling upon the point of what was included under 
banking privileges in Iowa from 1846-1858.118 

Uncertainty is likewise reflected in the legislation of the 
period. Before 1846 the practice in Iowa had been to grant 
charters to corporations by special act of the legisl~ture. 
Under the terms of the State Constitution that practice was 
specifically prohibited so far as corporations for profit were 
concerned. The legislature was directed to pass a general 
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incorporation law-an action taken early in the session of 
1847. Since the Constitution had definitely forbidden cor- . 
porations with banking privileges, there is nothing in this 
law that specifically concerns banks.1u It may be inferred 
from the number of private institutions which sprang up 
during the decade after 1846 that prospective bankers were 
either unable to see any advantage in incorporation or else 
were very doubtful 88 to the possibility of incorporation. 
No action appears to have been taken by the legislature to 
supplement the prohibitory clause of the Constitution until 
the enactment of the Code 0/1851. 

One section of this Code prohibits the formation of bank­
ing 88sociations with the privilege of issuing circulation. 
Any person becoming a subscriber to, member of, or in any 
manner interested in, such 88sociations or company. was 
liable to fine and imprisonment. Directors of any incorpo­
rated company which used any of its funds to aid in putting 
out circulation were also liable to the same penalty. Notes 
given to any company violating these sections were void. 
Finally, it was provided that, "No person, association, or 
corporation, shall issue any bills, drafts, or other evidences 
of debt tn be loaned or put in circulation as money or to pass 
or to be used 88 a currency or circulating medium; and 
every person, association, or corporation, and every member 
thereof, who violates the provisions of this section shall be 
punished by a fine not exceeding one thousand dollars. "111 

Of course in a progressive young State financial institu­
tions were inevitable. Realizing the demand for some kind 
of banking facilities, keen business men were quick to meet 
the need by the establishment of unauthorized private bank­
ing houses. The origins of these early banks are difficult 
to trace, for in most cases they go back to a commission 
business, a land agency, a law office, a general store, or other 
recognized business. At first merely one department of the 
general business, banking eventually became so important 
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that the other features were eliminated, and banking became 
the sole business. 

EABLY BANKS IN TIlE MI88I88IPPI BIVER TOWN8 

In the early days of statehood the larger towns of the 
State were located along the Mississippi River, and in them 
is found the beginnings of private banking. It would be 
interesting to describe in detail these beginnings, but scar­
city of data makes this impossible. Such records as are 
available, however, afford considerable information con­
cerning the earliest banks and some interesting pictures of 
the banking of that day. Of contemporary accounts, the 
story of early banking by Major Hoyt Sherman, a pioneer 
banker of Des Moines, takes high rank. He states that the 
only institutions that could be called regular banks in the 
early fifties were located in the river towns. He names 
Charles Parsons, of Keokuk; Coolbaugh and Brooks, of 
Burlington; Greene and Stone, of Muscatine; Cook and 
Sargent, of Davenport; W. J. Barney and Co., and Lang­
worthy Bros., of Dubuque.ll e 

The honor of being the oldest established bank in Iowa is 
now claimed by the National State Bank of Burlington. 
Located on the Mississippi, the city of Burlington is one of 
the oldest towns' in the State; it was the temporary capital 
of the original Territory of Wisconsin and the first capital 
of the Territory of Iowa. Until 1860 it was the largest city 
in Iowa. The National State Bank traces its lineage back 
to F. J. C. Peasley who was doing a banking business in con­
nection with a forwarding and commission business in the 
year 1842 or possibly earlier.llT · This institution with nu­
merous changes in organization has been in continuous 
existence since that time. Probably its banking business 
was not the most important in that early day. In the local 
paper of the time is found an advertisement of "Francis J. 
C. Peasley, Forwarding and Commission Merchant, Water 
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Street". Although no reference is made to the banking 
business,118 the claim of the National State Bank to being 
the oldest of Iowa banks can probably not be successfully 
disputed. In the early fifties its successor, Coolbaugh and 
Brooks, was a prominent institution which in 1858 became 
one of the original branches of the State Bank of Iowa. 

Banking in Davenport originated in 1847 in connection 
with a general land agency conducted by Cook and Sargent. 
This firm. early took a high place among the banks of the 
State and was considered one of the strongest banks in the 
Northwest. Branches were established at Iowa City and 
Fort Des Moines. One contemporary, writing at a later 
date, describes them as the "Pierpont Morgans of the 
day ".118 In May, 1857, the firm. moved into a handsome new 
three-story limestone building costing $75,000 which was 
said at the time to be the finest bank building west of New 
York City. The second bank in Davenport was the firm. of 
Macklot and Corbin, established in 1852. Austin Corbin 
later became President of the First National Bank of Dav­
enport which was the first national banking association to 
commence operations in the United States.11G 

Early banking at Dubuque centered about the Miners' 
Bank. After the repeal of its charter in 1845 other banking 
institutions soon appear to have developed but the records 

. concerning them are uncertain and contradictory. The first 
of these seem to have originated in 1849 under the names of 
Finley Burton and Company, and Jesup and Stimson. Y. 
Mobley, W. J. Barney and Company, and Langworthy 
Brothers date from the early fifties.lil These three insti­
tutions, together with the firms of F. S. Jesup & Company, 
Taylor, Richards & Burden, and Herron Brothers, are 
listed in the Dubuque City Directory of 1856-1857. Dubuque 
appears to have furnished an early example of a financial 
district within the city, for these six banks were all situated 
near together on Main Streetla 
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George C. Anderson appears to have been the pioneer 
banker of Keokuk. He conducted bis banking business in 
connection with a wholesale grocery and supply house. 
First opened in 1846, the bank was conducted as a broker 'B 
office. Later Mr. AndersOn devoted biB entire time to bank;. 
ing until biB death in 1867. In 1852 CharleB ParBonB opened 
the second bank in Keokuk.lI' 

LyonB was the pioneer seat of banking in Clinton County. 
A. C. Root in 1845 establiBhed a private bank theN and this 
bank was later merged into the FirBt Natonal Bank of 
Lyons.1U 

At Muscatine banking BeemB to have developed first in a 
store operated by Greene and Stone. J oBeph Greene was 
engaged in the mercantile bUBiness in the early forties. 
About 1851 this business house became the first bank of the 
city, and it continued to operate until the panic of 1857, 
when it failed, its bUBinesB being soon afterwardB liquidated. 
The second bank at Muscatine waB opened by IBett and 
Brewster.1I1 

The first bank at Fort Madison waB establiBhed in 1854 
88 a branch of the banking house of E. H. Thomas and Com­
pany of Burlington. It was bought by Knapp and Eaton in 
1856, became a branch of the State Bank of Iowa in 1858, 
and was succeeded in 1865 by the Fort Madison National 
BaWLl. . 

EARLY BANKS IN THE INTERIOB TOWNS 

Banking facilities developed in the interior towns in very 
much the Bame way aB at the MissiBsippi River points. Iowa 
City was the State capital until 1857, and here the pioneel' 
bankers appear to have been the firmB of Cook, Sargent, and 
Downey-a branch of the Davenport firm of Cook and Sar­
gent-Culbertson and Reno, and J. H. Gower Brothers and 
Company. Dealing in exchange, making collections, and 
handling bind warrants were featureB of their early busi­
ness. Scholte and Grant at Pella and Charruaud and 
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Nichols at Newton were bankers in· other localities whose 
advertisements early appeared in the newspapers of the 
Capital city.lIT 

The pioneer bankers in Cedar Rapids were the firm of 
Weare, Finch, and Company, whose business dates back to 
1850 or 1851. An indication of the capital required by the 
pioneer banker is given by the fact that S. D. Carpenter 
was offered a fourth interest in the firm for $500. He would 
gladly have bought in as Ii. partner, but found it impossible 
to raise 'the $500. By the practice of his profession as a 
physician and land speculation on the side he was able to 
accumulate enough to become a partner in a firm of bankers 
a few years later. The second Cedar Rapids bank was 
started by Ward and Bryan in 1852 or 1853, but because 
B. S. Bryan bought a new top buggy and a fine horse public 
suspicion was aroused and the bank was forced to close its 
doors. The original firm of Weare, Finch, and Company 
soon became the firm of Greene and Weare. This institu­
tion grew rapidly and established branches in Des Moines, 
Council Bluffs, Omaha, Fort Dodge, Sioux City, and other 
Iowa points. Later it controlled one of the famous Iowa­
Nebraska banks. It alone of the Cedar Rapids banks sur­
vived the first shock of the panic of 1857. All the others 
failed "for want of money".118 

At Des Moines and Fort Des Moines the early banking 
firms as given in a list of banks in Iowa published in 1855 
were Cook, Sargent, and Cook; Greene, Weare, and Rice; 
Macklot, Corbin, and White; and Hoyt Sherman and Com­
pany.12. A prominent banker of Des Moines was B. F. 
Allen, whose banking house was opened in 1855. Allen and 
Sherman were apparently the leading local men in Des 
Moines to engage in the banking business-the other banks 
being identified with institutions in other cities. These men 
later organized the Des Moines branch of the Iowa State 
Bank.lao 
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The earliest bank at Waterloo was opened in 1854 by 
A. P. Hosford and Edmund Miller. A little later John H. 
Leavitt established a private banking house, which after­
wards became the Leavitt and Johnson National Bank.1St 

W. H. Tuthill at Tipton, Henn Williams and Company at 
Fairfield, and Norman Everson at Washington, were other 
bankers in interior towns whose business was established 
before 1855.112 

There is no pretense that the above list includes all in­
terior banks established prior to 1855, but those mentioned 
are some of the more important pioneer private banks. 

EARLY BANKS IN THE MISSOURI RIVER TOWNS 

The Missouri River towns of most interest in pioneer days 
were Council Bluffs and Sioux City. Council Bluffs was 
the gateway to the western gold fields through which hun­
dreds of immigrants passed. Near there, too, the Mormons 
settled before moving on to their Utah home. It was an 
important river point, and in 1853 the United States land 
office was opened in the city. Very shortly afterwards the 
first bank appeared. This was a branch of the Cedar Rapids 
firm of Greene and Weare, the firm being known as Greene, 
Weare, and Benton. The firm of Officer and Pusey, a bank­
ing institution prominent in the subsequent history of the 
city, seems to have been established about the same time, 
for there is an account of its moving its place of business in 
1856. By 1856 five banks were located in Council Bluffs.uS 

Sioux City's first bank was also connected with the well­
known firm of Greene and Weare. In 1855 United States 
land registry offices were opened in Fort Dodge and Sioux 
City. George Weare, a younger brother of John Weare of 
Cedar Rapids, was sent out to represent the banking firm. 
After a month in Fort Dodge, Mr. Weare moved on to Sioux 
City via Council Bluffs. He arrived in his new location the 
day after Christmas, 1855. The bank which Mr. Weare 
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started was opened in the log house in which Dr. S. P. 
Yeomans, the register, was conducting the government land 
office. The front room on the ground floor, a room about 12 
by 15 feet, was the land office; Dr. Yeomans's family occu­
pied the rear of the building; and in the second story of this 
house :Mr. Weare established his bank. His capital consisted 
of $1000 in gold and some land warrants; and his equipment 
was a dry goods box for a counter" and a tin box about the 
size of a woman's cake box for a safe." By the summer of 
1857 there were seven banks in Sioux City. There is one 
other claimant for the distinction of being the first bank in 
Sioux City. The firm of Cassady, Myers, and :Moore 
opened an office in October, 1855. Its name was soon after­
wards changed and its business seems to have been more on 
the order of that of a modern real estate office. George 
Weare lived to celebrate, as President of the Iowa State 
National Bank, his semi-centennial as a banker in Sioux 
City; and the bank which he founded became one of the 
prominent institutions in northwestern Iowa and one of the 
oldest banks in the State under one continuous manage­
ment.1S• 

FUNCTIONS OF THE PIONEER BANKS 

The early banks of Iowa numbered among their most im­
portant functions transactions connected with real estate. 
Often they were little more than real estate agencies at the 
outset. The government lands in Iowa were being opened 
for purchasers at $1.25 per acre. Land warrants had been 
granted to veterans of the War of 1812, the :Mexican War, 
and Indian wars; and these warrants were bought and sold 
on the eastern exchanges at eighty-five to ninety cents an 
acre. They were acceptable at a government land office in 
payment for land at $1.25. The banker usually included 
land warrants among his assets, for one of his leading oper­
ations was "entering land on time". While land was sold 
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by the government to the settler for $1.25 per acre, pay­
ments must be in cash and only specie was accepted under 
the terms of the Specie Circular of 1836. The banker pur­
chased the land from the government at the regular rate 
and sold it to the speculator or settler usually at $1.75 per 
acre on one year's time. ms profit on the transaction was 
thus forty per cent in addition to what he may have made 
on the warrants. G. L. Tremain, first President of the 
Iowa Bankers Association, stated that he borrowed $200 on 
160 acres of land for which he paid $320 at the end of the 
year. H. W. Sanford, the banker from whom he had made 
the purchase, had entered on the land with Mexican War 
land warrants, making the cost to him only fifty cents per 
acre.tli 

In the boom days of new towns banks literally appeared 
in a night. S. D. Carpenter of Cedar Rapids describes a 
trip to Fort Dodge with John Weare, Jr., presumably in the 
fall of 1855 just after the opening of the land office at that 
place. They found there seven banks in full operation, one 
of which was operating in a tenl In the early days in Sioux 
City the banks were ready to undertake anything that per­
tained to land business. One or two institutions advertised 
"surveying done", while one house had a civil engineer and 
would do anything from running a road to building a bridge. 
It would pay taxes, collect debts, or sell a farm.lae 

A second very profitable function of the early banks was 
dealing in exchange. The government required payment for 
land in gold. Eastern drafts of land buyers were an excel­
lent investment. The land buyer was required to pay a 
good round sum for the gold. Merchant customers regarded 
the eastern drafts very highly and would pay well for them 
in order to make toe necessary settlement for goods pur­
chased. During the opening years of their careers most of 
these frontier banks were not in a position to provide east­
ern exchange regularly. Major Sherman says a call upon 
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the typical Iowa banker of the early fifties for aNew York 
draft would have been "received with a stare of astonish­
ment, or treated 8S a feeble joke. "11T By 1856, however, the 
Iowa City bankers were advertising to buy and sell bills of 
exchange on all the principal cities of the United States and 
Europe.l88 

A third function carried on by the pioneer Iowa banker 
was collecting notes and bills, paying taxes for non­
residents, and investing in land for eastern customers.18. 
The deposit business was very meagre. In the time inter­
vening between his arrival at the settlement and his pur­
chase of land, the land buyer sometimes left his money with 
the banker. The Sioux City banks advertised that they 
would pay ten per cent for money which was deposited with 
them for thirty days or longer. The firm of J. H. Gower 
Brothers and Company of Iowa City offered the "EXTRA." 

inducement of ten per cent interest on special deposits for 
three months or more. This was in 1856, however, when the 
earlier pioneer stage was over. Some of the banks asked 
ten days' notice before paying regular certificates of de­
posit.140 The tent bank that Dr. Carpenter described in his 
visit to Fort Dodge advertised that it would pay ten per cent 
on current deposits. Whether or not the probable stability 
of the institution was questioned by prospective depositors 
does not appear from the record. 

The discount of notes and commercial bills of exchange, 
which forms so large a part of the business of the modern 
bank, was not an important function of the newly organized 
Iowa banks. Major Hoyt Sherman says that"a call upon the 
pioneer bank for a discount would have been regarded with 
astonishment.l41 Before the end of the period under dis­
cussion, however, the older Iowa banks were carrying on a 
regular deposit and discount banking business. Another 
activity which was a necessary part of the early bankers' 
business was the dealing in all kinds of current and non-
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current money; but the treatment of this phase of their work 
can best be reserved until we examine the currency situation 
existing in the new State. 

EQUIPMENT OF THE EARLY BANKS 

The banking office of the middle of the last century would 
not be recognized as such by people of the twentieth century. 
To-day we recognize a bank on first sight by a number of 
distinguishing features; but in the early part of the latter 
half of the nineteenth centul'Y., the bank did not differ exter­
nally from other places of business. The office was gen­
erally in a cheap and ordinary one-story frame or brick 
building with few doors and windows. The building con­
sisted of one and sometimes two rooms. In the front room, 
a plain, wide counter of pine or black walnut separated the 
banker from his customer. Little furniture was found in 
these early banks: in general a couple of chairs, a stove, a 
table, and a standing desk were sufficient. There were no 
individual cages for each employee, for often there was but 
one man who was the president, cashier, teller, bookkeeper, 
and janitor. Neither were there mahogany furnished wait­
ing rooms for the comfort of the bank's customers. Anyone 
who wished to sit down might use the counter as a seat. 
There were no private rooms into which one might withdraw 
and hold business conferences-for these one might retire 
to the corner of the building most remote from the counter. 
In the bank of to-day the heavy steel safe with its time lock 
and ingenious combinations may be located in that part of 
the building which is considered to be most nearly burglar­
proof and all precautions are taken to protect it. Contrast 
in imagination the modern vault with the banker's strong 
box of that generation, which has been graphically described 
in the following words: 

That was the saf~the gorgeously painted and decorated sheet­
iron saf~in which the treasures of the bank were nightly stored 
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the treasures and trusts were given in charge of that won­
derful box, which would otfer no more resistance to the modern bur­
glar than if constructed of pine. The simple but unbounded cod­
dence with which the banker in those primitive times nightly placed 
all his treasure in that safe, located in a cheap, pine shanty, and 
retired to his "peaceful couch", was the very sublimity of faith. 
It needed only a visit to a neighboring blacksmith shop for a cold 
chisel, or to a carpenter shop for even a hatchet, as the only tools 
necessary for the enterprising burglar to force the outer door or 
window, then cut through the thin sheet-iron outer casing of the 
formidable safe, then the plaster filling and slight wooden interior 
work, and all the coveted treasures were within his reach; but fl)r­
tunately the bank burglar of those days did not follow the advice 
of Mr. Greeley to "Go West", perhaps because he had a suspicion 
that it would prove too "poor picking".1tI 

The routine of business was likewise far different. Bank­
ing hours were longer and specialization of functions was 
unknown. It frequently happened that one man performed 
all the duties of the institution. One bank is described 
where the banker loaned and took in money in the front 
room and fried eggs for his dinner in the back room. UI 

GENEBAL STATE OF THE CURBENCY 

The currency in Iowa during the period preceding the 
Civil War was typical "of the condition that then obtained in 
the West. There were no banks of issue located in Iowa, but 
several nearby States had banks of issue which flooded Iowa 
with their depreciated notes. The "free banking" system 
was adopted in Dlinois in 1851, in Indiana in 1852, and in 
Wisconsin in 1853.1" Under this plan banks were permitted 
to issue notes upon the security of United States or State 
bonds deposited with a designated State official. Notes 
were often based on the depreciated bonds of Southern 
States which at the outbreak of the Civil War became worth­
less. Nor was there any attempt to compel these banks to 
maintain an adequate specie reserve with which to redeem 
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notes when presented.. Many of them were banks of circu­
lation only, and were located at out-of-the-way places. An 
Iowa pioneer described one of these "wild cat" banks in 
the following language: 

I visited one of those banks once. It was in a logging camp in 
the thick woods near the east shore of Lake Michigan. It was about 
eight feet square, eight feet high, made of rough boards, flat roof, 
with one small sliding window, a plain board shelf, on which the 
notes were signed, a small door, over which, in red chalk, was the' 
name of tlie bank. It was never occupied but once. When I saw it, 
the bank had closed. UG 

V &rious methods of evading redemption were practiced by 
banks even where they did not go to the extreme described 
by this writer of putting notes in circulation at such out-of­
the-way places as to be found only by the "wild cats ".146 

In 1856 two gentlemen interested in the great number of 
bank notes in circulation, found passing as money, in Iowa 
City, the bills of more than three hundred banks, two-thirds 
of them belowpar.uT 

An important part of the banker's literature was the bank 
note reporter. A standard authority was Thompson's Bank­
Note Reporter published monthly in Wall Street. The bank 
note deposits could not all be treated alike by the banker of 
that day: they must be carefully assorted as they came in. 
Major Sherman describes the labels on the several compart­
ments of an old currency tray and the method of handling 
the various kinds of bank notes as follows: 

To illustrate how the bank note deposits were assorted and treated 
by the bankers at that interesting period, I copy literally the labels 
on the several compartments in an old currency tray, in which the 
notes were assorted as they came in, and from which the checks 
were paid. These labels were: Eastern Penn., N. Y. and New Eng­
land, in one compartment; Ohio, Indiana and Missouri, in another; 
then Va., Md., and Ky.; in another Ill. and Wis., and lastly, West­
em Mixed. 
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The first named notes were choice par funds, rating next to gold, 
and they were shipped to New York for uchange purposes. The 
next two (0., Ind., Mo., Va., Md. and Ky.) were "bankable funds", 
so-ealled, and graded as among the safest of bank notes. "Illinois 
and Wisconsin" took in the few legitimate free banks in those states, 
located principally in Chicago and Milwaukee; but the last label 
was more compreherurive than all the others put together. It in­
cluded "rag tag and bob-tail", everything not comprehended under 
the other labels but resembling a bank note. "Western:Mixed" was 
the dignified and formal name for it. Its pet names were "stump­
tail", "red-horse", "wlld-eat", "brindle-pup" and many others of 
like endearing character. The vigilant banker watched that pile of 
currency closer than the others. Its increase in quantity caused 
much anxious concern-and its decrease corresponding elation. 
• • • That kind of money reversed the usual order of things in the 
mind of the banker-a large balance, instead of being a source of 
satisfaction, was a very disagreeable menace."1 

A similar condition is described by W. H. M. Pusey, a 
pioneer banker of Council Bluffs. All bills presented at the 
bank were assorted, classified, and discounted at the current 
rates on such bills. Sometimes when deposits were made by 
a customer, so-called" special deposits" were created. The 
kind of funds deposited was designated in the passbook. 
The depositor was then repaid in the same kind of funds, no 
bank being willing to assume the risk of sudden depreciation 
to which the money of the day was constantly subjected.lf" 

The coin current in the early days was likewise of many 
varieties. Coins of foreign countries had formed a large 
part of the circulating medium in the early history of the 
United States. Congress had enacted that the gold coins 
of foreign countries should be a legal tender in all payments 
by weight.t 1lO Likewise certain foreign silver coins had been 
made legal tender.t lll These laws making foreign coin a 
legal tender were not repealed until 1857.1112 The gold coins 
current in Iowa included American gold coins, English 
sovereigns, French and Spanish gold coins; while the silver 
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eoins most prevalent were Spanish milled dollars and quar­
ters, Mexican dollars, and French five-franc pieces. The" 
smaller coin, however, was not current in the State: half­
cent, cent, and three-cent pieces were seldom seen-the 
latter is described as being "in church-plates, and at the 
post-office ' '.llla 

SUBSTITUTES FOB BANK NOTES 

Scarcity of a circulating medium and the profit to be 
secured through note issue led Iowa bankers and other citi­
zens or corporations to adopt various methods of evading 
the constitutional provision against the issue of such notes 
-which added to the general confusion of circulation. Of 
the substitutes for legitimate bank notes, four types are dis­
tinguishable-Nebraska-Iowa bank notes; A. J. Stevens 
money; scrip issued by cities, counties, or other minor po­
litical subdivisions; and scrip issued by corporations. 

N ebraska-I owa Bank Notes :-The First General Assem­
bly of the Territory of Nebraska convened at Omaha, on 
January 16, 1855. At the first session of the Assembly cer­
tain sections of the Iowa Code of 1851 were adopted by the 
new government. These included those sections of the crim­
inal code which prohibited the issue of circulating notes. 

Of the Nebraska banking institutions the first to operate 
in Iowa was, therefore, started by subterfuge: it was known 
as the Western Exchange, Fire and Marine Insurance Com­
pany, and was chartered on March 16, 1855. In addition to 
its power to write insurance it was given power to deal in 
exchange of all kinds, to ,buy bonds, mortgages on real 
estate, promissory notes, and to receive deposits and issue 
certificates therefor .. " The President was Thomas H. 
Benton, Jr., an original Iowa hard-money man. Beginning 
operations early in 1855, this concern soon developed into a 
general banking business. Until January, 1856, there were 
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more of the notes of this bank in circulation in Iowa than of 
any other. Early in the crisis of 1857 it went under and its 
notes became worthless.1GG 

When the Second General Assembly of Nebraska Terri­
tory convened, the attitude seems to have changed and the 
doors were thrown wide open for banks of issue. Five spe­
cial acts to charter banks were passed and approved on 
January 18,1856. Two of these acts contain the names of 
well-known Iowa bankers among the commissioners or in­
corporators. The Bank of Florence was chartered by H. D. 
Downey of Iowa City, Ebenezer Cook of Davenport, and 
five other men; the Bank of Nebraska, by Benjamin F. Allen 
of Des Moines, Hoyt Sherman of Des Moines, and others.ue 

It is not easy to identify among the incorporators of the 
other banks the names of Iowa bankers, but the Bank of 
Fontanelle was soon under the ownership of Greene and 
Weare of Cedar Rapids.lGT Two other banks were incorpo­
rated on the same date-the Platte Valley Bank at Nebraska 
City and the Nemaha Valley Bank at Brownsville-but the 
names of the incorporators do not include the names of any 
well-known Iowa bankers. Since the Bank of Florence fur­
nishes a good model of the charter provisions and methods 
of these institutions, a somewhat extended description of 
this bank's career is warranted. 

According to the provisions of its charter, approved on 
January 18, 1856, the capital stock was $l00,OOO-which 
might be increased at the will of the stockholders to any 
amount not exceeding $500,000. The bank was given the 
right of note issue, of dealing in exchange, and of engaging 
in other regular and legitimate banking business. The pres­
ident and cashier of the bank were required to sign all notes. 
Stockholders were made "each and individually liable for 
the full and final redemption of such issue, payable at their 
Banking House in gold and silver". There was no require­
ment of specie reserve; neither was there any security re-
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quired for the issue; nor any limit as to amount. The bank 
was required to make an annual report of its condition to 
the Auditor of the Territory, and the stockholders were per­
sonally liable for the redemption of notes. No other pro­
tection being afforded the public, possibilities were present 
for the wildest of "wild cats", unless the institution was in 
the hands of responsible men.l08 

When the bank began operations the stock was owned by 
the banking houses of Cook and Sargent of Davenport; 
Cook, Sargent, and Downey of Iowa City; and Cook, Sar­
gent, and Cook of Fort Des Moines. They stated in the 
newspapers that they would be personally responsible for 
all its issues and agreed to redeem its notes at its counter at 
rIorence in coin, and at their respective banking houses 
with -exchange at current rates. 1 G8 

The notes of the Bank of Florence were put in circulation 
in Davenport, Iowa City, and Des Moines. In the two first­
named places they were used to pay for the erection of bank 
buildings ;1410 they were maintained at par during most of 
their career by . the banking houses and were finally all re­
deemed.lel Doubtless they played a part in stimulating 
business and encouraging speculation. During the summer 
of 1858 they were connected with a dramatio demonstration 
in Davenport against" shinplasters ".101 

The notes of the Bank of Nebraska were put in circulation 
by B. F. Allen through his private bank at Des Moines, and 
they were current everywhere because of the high credit of 
AIlen.lea Indeed, this was the last of the Iowa-Nebraska 
banks to succumb in the panic of 1857, its notes being at par 
as late as April, 1858. When the business of the bank was 
finally closed, "its assets were thirteen sacks of flour, one 
iron safe, a counter, desk, stove-drum, three arm chairs, and 
a map of Douglass County" all of which were returned as 
sold by the sheriff. There is no evidence to show that bill 
holders lost money, for Allen was one of the wealthiest men 
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in Iowa and was abundantly able to redeem all notes. In 
1858 he became the heaviest stockholder in the Des Moines 
branch of the Iowa State Bank. 

The notes of the Bank of Fontanelle were floated from 
banking houses in Cedar Rapids, Marion, Vinton, Osage, 
Des Moines, Council Bluffs, Fort Dodge, and Sioux City. 
Little record of this bank is available, but it did not survive 
the panic of 1857.1et 

The Third Legislative Assembly of Nebraska Territory 
was more cautious than its predecessor. One of its earliest 
acts was to repeal that portion of the general corporation 
law of January 25, 1856, which authorized the incorporation 
of banks.lell This act had authorized incorporation for any 
lawful business purposes. No special reference was mad~ 
to banks, nor were any restrictions placed upon their in­
corporation.188 During this third session, however, two 
more banks were incorporated by special charter-the Bank 
of De Soto and the Bank of Tekama.187 These institutions 
added their quota to the supply of bank notes. The maxi­
mum circulation of all these Nebraska banks was $420,000; 
their specie amounted to $136,000.188 In 1859 the notes of 
certain of these banks were quoted in an. advertisement of 
Hatch Brothers of Iowa City at the following discounts: 
Bank of Florence, par; Bank of Nebraska, Bank of De Soto, 
and Platte Valley Bank, twenty-five per cent discounl18• 

A. J. Stevena Money :-Other very common currency in 
Iowa just preceding the panic of 1857 were notes of the Ag­
ricultural Bank of Tennessee. In 1855 Andrew J. Stevens 
of Des Moines became prominent in land speculation. He 
induced James Callanan and S. R. Ingham of New York to 
join him in the banking firm of A. J. Stevens and Company. 
They bought the charter of the Agricultural Bank of Ten­
nessee and began to circulate its notes in Iowa by making 
loans to land buyers. They agreed to redeem the notes when 
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presented, the notes being stamped on their face with the 
firm name. The bank went down early in the crash of 1857 
and its notes became worthless.1 TO 

In connection with this bank's affairs the courts estab­
lished the principle that a banker giving circulation and 
currency to bank notes becomes liable therefor. In a case 
appealed to the Supreme Court of Iowa from the District 
Court for Polk County, the plaintiff, Mr. Tarbell, sued on 
certain bills of the Agricultural Bank of Tennessee amount­
ing to $214. He alleged that Stevens and Company in the 
course of their business represented themselves to be the 
owners of and personally liable for these bank notes. On 
or about August 8, 1857, the bank ceased to redeem the notes 
and they became "wholly worthless". The court in holding 
for Tarbell declared: 

Where a party holds himself out to the public, as liable for the re­
demption of the bills of a bank, as a stockholder, and advertises to re­
deem the same at the counter of a bank difIerent from that by which 
the bills were issued, and where by such representations he gives 
character, credit, and currency to the bills, and causes them to be re­
eeived in the colDJDunity, the promise or undertaking, or the liability 
uaumed, is not in the nature of an assumption to pay the debt of an­
other, but is original and independent in its nature, and it is not 
necessary to aver that the promise or undertaking was in writing.l7l 

City, Township, and County Scrip :-A third type of cir­
culating medium which was "made in Iowa" was the 
"scrip" of various cities, townships, and counties. This 
was issued to pay current expenses of the political sub­
division. It was printed in the size and style of bank notes 
in denominations of one, two, three, five, and ten dollars. 
Samples of this scrip, in the possession of the State His­
torical Society of Iowa, issued by Iowa City bear date of 
January 1, 1858. "Wapello Scrip" is preserved dating 
from 1857.n2 

5 
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This scrip was payable on demand to bearer and circu­
lated freely for a time, though not far from home. A finan­
cial statement of Iowa City in August, 1859, included almost 
$15,000 in scrip and warrants outstanding. After several 
years of issue the scrip was ordered to be collected and 
destroyed.1TI Other cities, townships, and counties issued 
the same kind of paper which circulated as money. 

An unusual form of scrip which amounted practically to 
an issue by the banks and the city in partnership was 
adopted by the city of Burlington. The city borrowed 
$25,000 in gold, which was distributed among the three 
banks of the city. They held this specie and paid six per 
cent interest to the city as long as they had the gold in their 
vaults. Against this gold the city issued orders which were 
used by the citizens as currency. Details of this scheme are 
.lacking, but a spirited debate over it was indulged in at the 
constitutional convention of 1857, one delegate charging 
that the city of Burlington had "flooded the State with her 
shin-plasters". J. C. Hall, delegate from Burlington, 
warmly denied the allegation. He stated that this currency 
had always been redeemable in gold. If this was the case 
it appears to have been a form of gold certificate or at least 
on a specie basis. He 

Corporation Scrip :-Corporations of the State were not 
slow in following the practice of the bankers and the cities 
in their contributions to the circulating medium of Iowa. 
One of the most interesting examples of this kind is the 
Burrows and Prettyman scrip, issued by that firm in'Daven­
port. This concern had a large general store in Davenport 
and a flouring mill at Rockingham, which was then the 
county seat of Scott County. It later extended its business 
to include the buying of pork and produce, and the operation 
of a cooper shop in connection with a pork-packing estab­
lishment. During the winter, for from three to five months, 

Digitized by Coogle 



FRONTIER BANKING 61 

the river was frozen and no shipping was possible. Money 
was tight and media of exchange scarce, but the buyer of 
farm products needed a large amount of cash or credit to 
handle this business. During the winter of 1853-1854 Bur­
rows and Prettyman made a record pack: of 19,000 hogs and 
bought large quantities of wheat. The banks being unable 
to finance these operations, Burrows and Prettyman began 
to issue checks payable in the spring when they should have 
realized cash for their products. This worked so well that 
in the following year they prepared beautifully engraved 
notes, resembling bank notes, and paid out $100,000 of these 
notes for produce. These notes soon became an important 
part of the local circulation.tTl 

An excellent description of the method of issuing the scrip 
has been written by Hiram Price, later President of the 
State Bank of Iowa and one of the most substantial finan­
ciers of that time. He says: "I have a very distinct recol­
lection of seeing the chief member of the firm carrying in 
his hat (a large bell-crown, such as our Uncle Samuel is 
represented as wearing) whole printed sheets, resembling 
bank: bills, of what was called the money of the firm and in 
his vest pocket a pair of scissors, so that whenever and 
wherever he was met on the street or other place he was 
prepared to pay in this currency for wheat or pork, or any 
other legal claim, by simply extracting from his capacious 
hat a sheet of what he called, and what for the time being 
passed, as 'money', and with his scissors cutting off the 
necessary sum to liquidate the claim I" 

The writer continues by describing the prosperity of the 
gentleman of the large hat. He lived in a house "set on a 
hill", and his coach was the envy of his less prosperous 
neighbors. But the career of these "wild cats" was ended 
in the panic of 1857 and they caused some stormy scenes in 
Davenport, as we shall note. Mr. Price in describing the 
decline of prosperity built on such an unsound basis draws 
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a sound moral lesson in his concluding words: "But time, 
that tries all the things of earth, clutched with rude and 
relentless grasp this seemingly solid and beautiful structure 
of wealth and all its surroundings, and it crumbled and fell, 
and then the common people made the discovery that all 
that seems to glitter may not be gold, and that in the lan­
guage of a pious colored brother, many beautiful and sub­
stantial structures may be built upon 'foundy sanda­
tions'. "118 

Another example of corporation "scrip" with a more 
fortunate career is that of the Western Stage Company. 
This company issued scrip to pay for labor, horses, horse 
feed, and other current expenses. Taken in payment for 
stage fare, arrangements were made for the redemption of 
this scrip in current funds at one of the banks in Chicago.171 
Other instances of corporation scrip serving as a medium 
of exchange might be given.118 The prophecy of Wm. Penn 
Clarke had proved sound: Iowa had a currency "well-
mixed". 

THE CRISIS OF 1857 

In August, 1857, a severe panic started in New York pre­
cipitated by the failure of the Ohio Life Insurance and Trust 
Company.ne The crisis, which spread rapidly over the 
entire country, was especially severe in the undeveloped 
sections of the West. Iowa banks were unprepared. Land 
speCUlation was rampant, and in all the newer sections of 
the State the credit of the banks had been strained thereby. 
The statistics of bank failures are not available, but the fact 
of liquidation is certain. Eastern exchange rose to a pre­
mium of ten or fifteen per cent. S. D. Carpenter, a con­
temporary Cedar Rapids banker, states that the only bank 
to survive in that city was the firm of Greene and Weare. 
The well-known firm of Cook and Sargent of Davenport, 
with branches in many other points, suspended on December 
16, 1859.180 
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A feature of the crisis was the attack upon the illegal 
forms of currency in circulation. In Davenport, notes of 
the Bank of Florence and Burrows and Prettyman checks 
drove out the better forms of currency. By January, 1858, 
Florence notes were at a discount, and by summer the banks 
refused to accept Burrows and Prettyman checks. On the 
night of August 10, 1858, a mob marched the streets bearing 
banners marked "Down With Shinplasters" and "We Want 
Good Money". Some windows were broken and other dis­
turbances started near the bank of Cook and Sargent and 
at the home of Ebenezer Cook. A mass meeting was called 
which demanded that Cook and Sargent redeem the Bank 
of Florence notes. Judge Grant was made arbiter and 
given funds to redeem notes. Notes in small lots were first 
redeemed for the laboring classes, but later all holders were 
invited to present them for redemption. On September 6, 
1858, the bank burned $200,000 of redeemed Bank of Flor­
ence currency.181 

The effects of the liquidations and failures during the 
panic and subsequently were to reduce the number of banks, 
weed out the weaker institutions, and rid the State of much 
of its poorest currency. The economic situation which 
resulted from the crisis was most difficult. Real estate be­
came nearly valueless, and thousands of farmers, merchants, 
and mechanics were reduced from prosperity to poverty and 
want.181 
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CONSTITUTIONAL AUTHORIZATION OF BANKING 
CORPORATIONS 

When the constitutional convention of 1846 finished its 
work, the people were not wholly satisfied with the results; 
but they accepted the Constitution in order to secure state­
hood. Many who voted for the adoption of the Constitution 
did so with the expectation that it would soon be amended. 
Consequently early efforts were made to secure a change. 
In February, 1847, a bill providing for an expression of the 
people upon the question of revision passed the House of 
Representatives and was lost in the Senate only by a vote 
of ten to eight. During the fourth session of the State 
legislature, petitions favorable to amendment were received 
from the people.18• 

In the meantime Stephen Hempstead had become Gov­
ernor, and in his inaugural address of December, 1850, he 
stated his views on banking. He had been an opponent of 
banking in the convention of 1844, and his attitude re­
mained unchanged. The absence of banks of issue in Iowa 
was to his mind largely responsible for the growth and 
prosperity of the new State. He reiterated his opposition 
to banking in later messages, expressing "deep concern" 
that some of his fellow citizens were in favor of amending 
the Constitution so as to authorize banking. He pointed to 
the experience of 1840-1841 as the best guide for action. In 
order to restrict the use of currency and to substitute a con­
siderable amount of specie, he recommended the passage of 
a law to prohibit circulation of all bank notes of a smaller 
denomination than $10. When Governor Hempstead re­
tired from office in 1854 the country was in the midst of a 
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monetary crisis, which he attributed. to the effects of paper 
money, and he pointed. out the fact that the worst sufferers 
were the laborers. Once more he cautioned the people of 
Iowa not to amend the Constitution to authorize banking.1M 

On the other hand, James W. Grimes who became Gov­
ernor in 1854' was in favor of revision. The legislature 
submitted the issue to the people, and at the general election 
of 1856 the voters authorized a constitutional convention.1Sl 

On January 19,1857, the convention convened at Iowa City 
to draft what has been for over sixty years the fundamental 
law of Iowa. Of the thirty-six delegates, twenty-one were 
Republicans and fifteen were Democrats.l88 The popular 
demand for a new Constitution was based largely on a desire 
to change the article on incorporation, and, more particu­
larly, to remove the restrictions which prevented the legisla­
ture from providing banking facilities.18'1 Evidently the 
people had come to ,eel that the prohibition of banking cor­
porations was not the most satisfactory solution of the prob­
lem. 

The Committee on Incorporations made its report to the 
convention on January 30,1857. This report contained soo­
tions authorizing the General Assembly to pass a general 
banking law and also to charter a State bank with branches. 
Judging by the provisions included in its report, the com­
mittee was unwilling to trust the judgment of members of 
the legislature. Detailed restrictions were to be placed in 
the Constitution concerning the powers which could be 
granted to banking institutions created by the General As­
sembly.l88 

In the debate on the question of limiting the laws which 
might be enacted by the legislature, some interesting opin­
ions were expressed. One member stated that his constitu­
ents were in favor of some such provision because they had 
been told banking was a scheme by which men were going 
to combine and deceive the people and "that bankers would 
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invariably steal". He was, therefore, in favor of constitu­
tional provisions requiring the legislature to provide that 
if the bankers stole they would be punished. Another mem­
ber suggested that the same provision be made to apply to 
farmers. Still another thought that the contemplated re­
strictions on legislative action were so great that the con­
vention might as well add the penal code of Iowa to the 
article. Certain members were emphatic in denying that 
every man who has a dollar to invest in a banking institu­
tion is a scoundrel and thief.lso 

It appears obvious now, as was frequently charged by 
members of the convention, that the framers of the Consti­
tution were exercising functions which properly belonged 
to the legislature. This extreme precaution on their part 
was especially unnecessary in view of the fact that it was 
also proposed that the Constitution should prescribe that 
no banking law should take effect until approved by a ma­
jority of the voters at a general or special election.1DO 

It seemed clear to a majority of the members of the con­
vention that some change must be made in the banking law. 
The first problem was whether to provide for a State bank 
with branches, or for a system of general banking with note 
issue secured by the deposit of State stocks with bank 
commissioners. Some of the arguments advanced by advo­
cates of the State bank system were: first, experience, espe­
cially in Ohio and Indiana, had proved the superiority of 
tha t system; second, such a system inspired confidence be­
cause of the mutual responsibility of all branches; third, it 
could be used as a depository of State funds; fourth, it 
would lower the interest r8lte so that instead of the two or 
three per cent per month, then being paid, it would enable 
borrowers to secure funds at ten per cent per annum; and 
fifth, paper of a State bank system would be current abroad, 
while notes under a general banking system would never 
circulate far from home at par. 
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The principal opponents of the State bank system at­
tacked it on the grounds of its monopolistic tendency. Under 
a general banking system it was pointed out that anyone 
could engage in banking under proper restrictions. It was 
contended that in order to protect themselves against un­
sound branches, the branches of the State bank already in 
the system must have the right to pass on the application 
of a new branch. If any applying branch was allowed to 
force itself in, there would be unfair liability resting on the 
sound banks. On the other hand, this very protection might 
be the instrument of dangerous monopoly. Considerable 
objection was raised to the name "State Bank of Iowa" 
since it would appear to the public that the State was an 
owner of stock in the bank or at least was responsible for 
its notes. It was pointed out that the State of Indiana had 
an interest in the State bank there; but such a situation was 
not only not contemplated in Iowa, but was actually pro­
hibited by another section of the Article on Incorpora­
tions.IOI 

The subject was warmly debated in Committee of the 
Whole for nearly a week and numerous amendments were 
adopted. Finally the report as amended was referred to 8 

select committee of five.192 When this committee brought in 
its report on February 23rd, all restrictions upon the legis­
lature regarding the details of banking legisl8ltion had been 
removed. A minority report in favor of retaining the re­
strictions was rejected by the convention, and the report as 
amended previous to its reference to the select committee 
was then taken up. This was considered on the following 
day and the select committee's report was again taken 
under consideration. Point by point the sections were added 
and amended until the report was again filled with restric­
tions upon the legislature.193 

Only a few members were openly opposed to any altera­
tion of the Constitution with reference to the subject of , 
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banking. The sentiments of J. H. Emerson, an anti-bank 
man, seem to represent fairly well the opinions of the group 
which distrusted the legislature. He reminded. the conven­
tion that it was the legislatures of other States that had 
created the "wild cats" and "red-dogs" that were in ex­
istence.l " The only test of radical anti-bank sentiment 
came when Daniel H. Solomon moved to strike out the 
fourth and subsequent sections of the report and insert in 
lieu thereof these words: "The power to issue paper money 
shall not be granted by this State". This motion was de­
feated by a vote of four to thirty-one. After this the report 
of the select committee, with its amendments, was adopted 
with only five dissenting votes.ltl Artiole vm of the Con­
stitution, as finally approved by the convention, contains the 
banking provisions. Subject to the restriction that any 
banking legislation enacted by the General Assembly must 
be submitted. to the electors, the way was opened for a State 
bank with branches and a free banking law.ttl 

GENERAL OR REE BANKING LAW OF 1868 

In his second biennial message of January 12, 1858, Gov­
ernor James W. Grimes called the attention of the General 
Assembly to the fact that the Constitution authorized the 
establishment of a State bank and the enactment of a free 
banking law under certain restrictions. He urged the pas­
sage of laws for these purposes, but cautioned the General 
Assembly "that banks are to be established to secure the 
public toeZ/are and not to promote the purposes of stock­
holders and capitalists' '.ltT 

The General Assembly immediately proceeded to enact 
into law what was clearly the popular will in this matter. 
On February 6, 1858, the Committee on Banks and Banking 
of the House of Representatives reported that the commit­
tee had acted with the Senate committee. In order to ex­
pedite business it had been agreed that two bills were to 
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be introduced simultaneously, a Free Banking Bill in the 
House and a State Bank Bill in the Senate. After careful 
consideration by the House in Committee of the Whole, the 
Free Banking Bill was reported back to the House with 
numerous. amendments, most of which were of minor im­
portance. When finally revised, the bill passed the House 
by a vote of forty to twenty-five.lOs In the Senate, after 
considerable amendment, the bill passed by a vote of twenty­
three to five.lii Differences between the houses were ad­
justed in conference and the measure received the executive 
approval on March 22, 1858. According to the Constitu­
tion, and as provided in the statute,. the act was submitted 
to a vote of the people at a special election held on June 
28th. At this election the law was endorsed by a large 
majority, 30,419 votes being cast in favor of the measure 
and 10,447 against it. Thereupon Governor R. P. Lowe 
proclaimed the act as law on July 29, 1858.200 This law 
remained in force until March 16, 1870, but no banks were 
established201 under its provisions. Its chief interest lies 
in showing the sentiment regarding banking, and the type 
of regolations regarded as essential to safeguard the "pub­
lic welfare". 

Under the provisions of the act, any number of persons 
might be incorporated to establish banks of discount, de­
posit, and circulation. The minimum capital was fixed at 
$50,000, all of which must be fully paid in cash. Subsequent 
withdrawal of any portion of this capital was strictly pro­
Ju.oited. No bank could be located in a town of less than 
five hundred inhabitants, and the office where the business 
was transacted must be in the city or town where the cor­
poration was located. Banks so organized would be per­
mitted to do a general banking business.201 

Stockholders were made liable to the creditors to an 
amount equal to the shares held, over ana above the stock 
itself; that is, they were subject to double liability.20B A 
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strong attempt to make stockholders liable without limit as 
to amount failed in the House.20f Shares of stock were 
made transferable on the books of the corporation, but the 
transfer of stock would not affect the responsibility of stock­
holders for liabilities accruing while they remained stock­
holders. Semi-annual statements must include the names 
of stockholders, places of residence, amount of stock held, 
and all transfers of stock. A copy of. this statement was to 
be conspicuously posted in the bank for public inspection 
and another copy filed with the county recorder-the latter 
statement being prima facie evidence in the courts of the 
facts contained therein. Clearly the obligation of share­
holders would not be lightly assumed under these condi­
tions.205 

While the banks were permitted to do a general banking 
business, their activities were limited in certain respects. 
Loans must be made on personal security only and could 
have only four months to run to maturity. Interest and 
discount was limited to ten per cent until January 1, 1863, 
after which it was to be not over eight per cent. Usury was 
to be punished by forfeiture of the debt. The banks were 
forbidden to pay interest on current deposits. Reserve 
against deposits of twenty-five per cent was required to be 
kept at all times. The banks were prohibited from pur­
chasing or holding real estate, except that which was needed 
for the banking house and that obtained at sales under judg­
ment to secure debts.208 

In its provisions regarding note issue, the law was most 
specific and exacting. Experience with notes of free banks 
of other States led the framers to use great caution in this 
respect. Certain constitutional limitations had also to be 
complied with: the security required, the countersigning by 
a State officer, publicity of shareholders, prohibition of sus­
pension of specie payments, making bill holders preferred 
creditors, and double liability of stockholders were impor-

Digitized by Coogle 



AUTHORIZATION OF BANKING 77 

tant requirements of the Constitution for the protection of 
note holders. The State Auditor was designated by the act 
to have charge of note issue. Notes of circulation were to 
be numbered, registered, and countersigned by a register 
appointed for such purpose by the State Auditor. Banks 
might procure their own plates and dies for engraving or 
secure the notes from the Auditor. In either case the bank 
was required to reimburse the Auditor for the costs. Mter 
having signed the circulating notes a bank could put them 
in circulation in the ordinary course of business. Notes 
were made payable on demand at the banking house of the 
corporation. Circulation of foreign notes of non-specie 
banks was prohibited. 

The notes were to be secured by the deposit of public 
stocks. Eligible stocks consisted of United States or State 
stocks upon which full interest was annually paid; and in 
the case of State bonds the interest rate must not be less 
than six per cent. The value of the stocks as security was 
to be rated at ten per cent below their average market value 
in New York, for the thirty days next preceding their de­
posit with the Auditor. In case the stocks so held depre­
ciated, the bank was required to make them good. Upon 
the stocks so rated in value the Auditor issued notes to an 
amount ten per cent less than the market value of the secur­
ities. The aggregate amount of notes issued was 'limited 
only by the stocks so deposited.20 7 

As long as it redeemed its circulation and continued its 
affairs in a normal manner, the bank was to receive the 
interest on the bonds deposited. If the bank wished to close 
its affairs, the Auditor was authorized to exchange stocks 
(bonds) for circulating notes. These bank notes were then 
to be cancelled and destroyed. No redemption fund was 
supplied to the Auditor, but if any bank suspended specie 
payments on its notes the Auditor was authorized imme­
diately to sell the stocks at public auction in New York and 
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pay the bill holders. The State did not, however, guarantee 
the ultimate payment of all notes beyond the proper ap­
plication of the securities pledged to the Auditor for their 
redemption. In case a bank failed, and refusal to redeem 
notes in specie constituted an act of insolvency, the notes 
were preferred to all other liabilities, the receiver being 
directed to apply the assets, first, to the redemption or pay­
ment of circulating notes; second, to the payment of de­
posits; third, to the payment of all other indebtedness; and, 
fourth, to the payment of stockholders. With this prefer­
ence, and fortified by double liability of stockholders, little 
possibility of loss by note holders existed.los 

Whenever any corporation desiring to relinquish the 
banking business redeemed ninety per cent of its notes, it 
could deposit with the Auditor a sum equal to the notes 
then outstanding and receive all of its securities deposited 
with the Auditor. Thereafter, the Auditor could payout 
the money solely for the redemption of notes. The bank 
could give notice for two years of final redemption of notes 
by proper publication. At the end of that time, if the notice 
had been properly given, the Auditor was authorized to 
return to the corporation all money and securities.lo, Notes 
lost or destroyed would be a clear gain to the bank. An at­
tempt during the passage of the act to give the right to a 
note holder to recover for notes that he could prove were 
"irrevocably destroyed ", was defeated.ltO In the national 
system this profit on unredeemed notes goes to the United 
States government. 

The proportion of small notes was limited by the act. 
Thus, no notes less than $1 were permitted. Not more than 
ten per cent of the amount could be in notes of $2 each, not 
more than twenty-1lve per cent could be in notes of all 
denominations under $5, and not more than fifty per cent in 
notes of all denominations under $10. The prejudice against 
small notes had led to a fight, during the passage of the law, 
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for a more rigid limitation. An amendment was defeated 
which would have made the mjnjmum note $10.211 

The act named Thomas Hedge, George L. Davenport, P. 
Gad. Bryan, Thomas A. Graham, and E. G. Potter as bank 
commissioners to hold office until their successors were 
elected and qualified. Thereafter at each regular biennial 
session of the General Assembly three bank commissioners 
were to be elected. The seeming inconsistency of appoint­
ing five commissioners and thereafter electing only three 
cml be explained only by the fact that the House bill named. 
the commissioners and provided for five men thereafter. 
The Senate reduced the permanent board to three, but left 
the other section without amendment. No stockholder, di­
rector, or employee in any bank established by the act was 
eligible for election as commissioner. Compensation for the 
commissioners was on a fee basis at the rate of $5 per day 
spent in making examinations of banks. These fees were to 
be paid by the banks in 'proportion to their capital stock. 

The most important duty of the commissioners was to 
make semi-annual, or if they deemed it advisable, more 
frequent examinations of the condition of the banks. They 
were given ample power to examine the books, documents, 
officers, and agents of the bank. Reports of condition 
were to be published. In addition to these public reports 
the banks were required to make quarterly statements of 
their condition to the Auditor. These statements were to 
contain the amount of capital stock, the real estate held, the 
bills receivable, the bills payable, deposits with other banks, 
the amount of cireu1ation, the loans and discounts, specie on 
hand, notes of other banks, loans to directors and stock­
holders, suspended debts, and reserve against deposits on 
hand.llI 

The statute is long and detailed, and only its more essen­
tial features have been outlined here. As one is accustomed 
to look upon banks, the minimum capital requirement of 
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$50,000 seems to have been rather high to meet the needs of 
a pioneer community. Savings banks in Iowa to-day may 
incorporate with a capital of $10,000. But it must be re­
membered that this legislation was framed to govern banks 
of issue. In order to control circulation under a decentral­
ized system such as this, the number and size of the institu­
tions must be restricted. No provision was made at all for 
banks of discount and deposit not desiring the right of issue. 
This shows that the issue function was still regarded as the 
only one which needed public regulation; banking and note 
issue were still regarded as essentially the same thing. In 
regard to the safety of notes the act seems open to no criti­
cism. The provision requiring the deposit of public stocks 
as security for notes was substantially the same as that of 
the free banking laws of other States; the same general plan 
was incorporated into the national banking system. In­
stead of throwing wide open the opportunity for big profits 
to bankers at the expense of the note holders, the framers 
of this act used every precaution to provide a sound circula­
tion. 

The fact that no banks were incorporated under the law 
is evidence that it did not offer easy opportunity to the 
"wild cat" banker or speculator. Nevertheless, the opposi­
tion to banks was not entirely dead. The votes in both 
branches of the legislature registered a considerable pro­
test. A better test of the extreme prejudice was obtained 
in the House immediately after the passage of the act. A 
motion to amend the title to strike out the word "banking" 
and insert in lieu thereof the word "swindling" so as to 
read an act authorizing general swindling in the State of 
Iowa was supported by fourteen members.218 

By the capitalists of this and other States the measure 
was regarded as too stringent; consequently early agitation 
was made to modify its provisions, but Governor Lowe and 
his successor, Governor Kirkwood, were both opposed to 
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modification. In his biennial message to the legislature in 
January, 1860, Governor Lowe said: "1 have not under­
stood that any banks have been established under the Free 
Banking Law. I have heard it suggested that it was too 
stringent and ought to be modified. I doubt whether an 
application of this kind ought to be entertained, should one 
be made. It is the want of these stringent provisions in the 
Free Banking systems of TIlinois and Wisconsin that have 
fiooded those States and Iowa with their irredeemable paper. 
It is infinitely better for the people of this State to have no 
free or State banks, if their paper cannot be redeemed on 
demand in specie. "21f 

In spite of the wishes of the executive, the General As­
sembly proceeded to amend the act. The amendment would 
have changed the then existing law in three particulars: 
first, by permitting banks to be organized with a capital of 
$25,000 instead of $50,000; second, by abolishing the office 
of bank commissioners and thus doing away with super­
vision and examination; and, third, by permitting the estab­
lishment of banks in towns of 250 population instead of 500 
as before provided. Governor Kirkwood was opposed to 
the second and third changes suggested and upon those 
grounds vetoed the bill. 

In his veto message he elaborated upon his reasons for 
opposing the changes. He regarded careful and disinter­
ested supervision coupled with thorough and searching ex­
amination as necessary to protect the public interest. The 
object of the limitation of banks to towns of at least five 
hundred population, he stated, was to prevent the establish­
ment of banks at remote and inaccessible places-a favorite 
trick of the "wild cat" banker. Banks of issue were only 
to be tolerated when their notes could be promptly converted 
into specie. Placing them at inaccessible points would 
make the notes practically irredeemable. He felt also that 
such small places would not support a legitimate banking 
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business, and banks established there must necessarily be 
unsafe. He denounced the evils of the irredeemable paper 
of Dlinois and Wisconsin, and warned against adding to the 
evil by permitting similar conditions in Iowa. Neither was 
he willing to shirk his responsibility by allowing the bill to 
go to the people for approval or rejection. 

Governor Kirkwood had been a member of the Senate in 
1858 when the law was passed and knew the reasons for its 
stringency. To be sure he was also a heavy stockholder in 
the Iowa City branch of the State Bank of Iowa, but there 
is no evidence that he was improperly influenced. on this 
account. Indeed, the State Bank would not have suffered 
from competition with free banks. The Governor's reason­
ing was sound and his motives were of the highest. An 
attempt to pass the bill over his veto failed in the Senate by 
a vote of fifteen to sixteen, thus falling far short of the con­
stitutional majority.III 

The free banking law of Iowa was rendered obsolete by 
the amendment to the national banking act on March 3, 1865, 
which taxed out of existence the notes of State banks. No 
banks had been established under its provisions; and it was 
ftnally repealed on March 16, 1870.111 
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THE STATE BANK OF IOWA 

The sections relating to banking in the Constitution of 
1857 authorized the State legislature to enact a general 
banking law and also to provide for a State bank with 
branches. As has been shown in the previous chapter, a 
free banking law was duly enacted but no banks were estab­
lished under its provisions. A State Bank, on the other 
hand, was promptly created and continued in successful 
operation until absorbed by the national banking system. 

In the creation of a State bank, Iowa was guided by the 
experience of other States. Many of the neighboring Com­
monwealths had tried out the State bank system in some 
form. The State Bank of Indiana was chartered in 1817; 
in 1818 the Constitution of IDinois prohibited all other 
forms of banking except a State bank with branches; Ohio 
had established her State bank in 1845; and Michigan, Mis­
souri, Arkansas, and other States had already experimented 
with this plan of banking. In many cases the States owned 
stock in the bank, but State ownership was not essential in 
order to constitute a "State Bank". In fact States often 
owned stock in the banks of the State where there was no 
attempt at centralization. On the other hand, some" State 
Banks" ensted in which the State held no stock. In Illi­
nois the State was the 801e owner of the stock of the State 
Bank of Illinois; in Indiana the State was a large· minority 
stockholder; in the case of the State Bank of Ohio none of 
the stock was State owned.11T 

Experience in other States with State ownership of bank 
stock had proved so generally unsatisfactory that the con­
stitution makers in Iowa specifically prohibited political or 

88 

Digitized by Coogle 



84 HISTORY OF BANKING IN IOWA 

municipal corporations from becoming stockholders, di­
rectly or indirectly, in any banking corporation. Private 
ownership was therefore a basic principle upon which the 
State Bank of Iowa was created. The Constitution imposed 
the further restrictions that the bank must be founded 'on 
an actual specie basis and that the branches thereof must 
be made mutually responsible for all notes issued to circu­
late as money.IIS 

The bill to incorporate the State Bank of Iowa was intro­
duced in the Senate at the same time that the free banking 
law was placed before the House of Representatives. As 
reported by the committee, the bill was before the Senate 
for about four weeks. During this time it occupied the 
foremost place on the calendar. Each section was dis­
cussed, and sometimes amended, before the bill was finally 
passed. Its passage by the Senate was by a majority of 
twenty-eight to four and by the House, after slight amend­
ment, by a vote of forty-five to eighteen.219 The Constitu­
tion required that this act, after passage by the General 
Assembly and approval by the Governor, must be submitted 
to the voters for their endorsement A special election was 
ordered for June 28, 1858, at which time the act was carried 
by an overwhelming majority, the vote being 41,568 for and 
3697 against. On the 29th of July, Governor Lowe pro­
claimed the act in force.no 

PROVISIONS OF THE CHARTER 

The statute created a board of ten commissioners to or­
ganize the system and carry into effect the provisions of 
the act. The men named were designated as-the Board of 
Bank Commissioners. C. H. Booth of Dubuque County, 
E. H. Harrison of Lee County, Ezekiel Clark of Johnson 
County, J. W. Duton of Muscatine County, William J. Gat­
ling of Polk County, C. W. Slagle of Jefferson County, Elihu 
Baker of Linn County; William S. Dart of Mahaska. County, 
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L. W. Babbitt of Pottawattamie County, and Edward T. 
Edgington of Lucas County were named by the act to serve 
as commissioners.lll 

It was provided that the commissioners should meet 
within thirty days from the passage of the act to examine 
certificates of branches. This was to be followed by a per­
sonal examination of the condition of the branch, especially 
with respect to the money paid in on account of the capital 
stock and with respect to the responsibility and integrity· 
of stockholders and directors. Whenever they were satis­
fied that at least five branches had met the requirements or 
the act, they were to certify the same to the Governor and 
notify the branches of the fact. Each branch must then 
choose a director and these, together with three directors 
named in the statute to represent the State, should there­
after control the destiny of the State Bank of Iowa. Upon. 
proclamation of the Governor that the law had been in all 
respects complied with, the several branches were author­
ized to commence business.222 

Thus the State Bank of Iowa was not a single institution 
but rather the federation of a group of institutions, each 
having its own capital, stockholders, directors, and corpor­
ate charter. The parent bank was incorporated by the act 
and as such had legal power to make contracts, to sue or ~ 
be sued in court, and to exercise the usual powers of a cor­
poration. But it had no capital stock apart from that of its 
branches, nor was it to transact any banking business except 
with the branches. The head office was maintained at Iowa 
City, but there was organized also at Iowa City a branch of 
the State Bank. This branch sustained exactly the same 
relations to the State Bank as did any of the other branches. 
This plan of organization was found also in the State banks 
of Indiana228 and of Ohio,22f which were the models for the 
Iowa bank. Of Iowa's political leaders, many received their 
early impressions in ,Ohio. Governor Lucas, the first Terri-
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torial Governor of Iowa, had, as Governor of Ohio, strongly 
supported a State bank in his native State.1I1 Governor 
Lowe, in office when the Iowa law was passed, was born and 
educated in Ohio.1I1 The law establishing the State Bank 
of Iowa bears very strongly the impress of S. J. Kirkwood's 
ideas. In the State Senate he presented numerous amend­
ments which were adopted.11T He had but recently come to 
Iowa (in 1855) after twenty years in the practice of law in 
Ohio, where he had also taken an active part in political 
affairs.1I1 

Control of the State Bank as a whole was vested in a 
Board of Directors consisting of one director representing 
each branch and three directors representing the State. 
The original State directors named in the statute were 
Benjamin Lake of Clinton County, Hoyt Sherman of Polk 
County, and Elias H. Williams of Clayton County. Their 
compensation, to be paid by the State, was fixed at $3 per 
day and mileage. Their term of office was two years. No 
stockholder, officer, or employee of a branch bank could serve 
as a State director.1I1 Not infrequently the president of the 
branch served as the representative of his branch on the 
Board of Directors of the State Bank. Voting at board 
meetings was roughly adjusted to the capital stock of the 
branch. Each member of the board was entitled to two 
votes, plus one additional vote for each $50,000 of the paid­
up stock of his branch in excess of $100,000. Directors 
were required to give bond, and to take oath that they would 
"faithfully, diligently, and impartially" perform their 
duties.llo 

The most important specific duties of the Board of Direc­
tors were to pass upon the applications of new branches, 
supervise the note issue, make examinations, and publish 
the monthly statements. They also formulated general 
policies for the system as a whole. If, upon examination, 
they found a branch in dangerous condition they were 
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authorized to assume full control of its a1fairs. Theyap­
proved and allowed the dividends of each branoh. They 
elected their own officers and appointed a permanent secre­
tary from outside their own number. Broadly speaking, 
they had final authority over all of the bank's affairs.lIl 

Thirty was the maximum number of branohes sanotioned 
by law. No branoh could be organized in a town having less 
than 500 population j and in no case could more than one 
branch be organized in any town or oity. The name of the 
branoh must include the name of the town.llt Beyond the 
limitation of one to a town there was no geographicallimita­
tion on the distribution of branches. An amendment to 
place the minimum distance between branches at twenty 
miles was defeated in the Senate.1I1 

Branches could be organized by any number of persons, 
not less than five. The capital stock of each branch was to 
be from $50,000 to $300,000, with the aggregate for all 
branohes limited to $6,000,000. Fifty per cent of the capital 
stock must be paid in specie and must be in the possession 
of the branoh as its bona fide property upon the commence­
ment of business. The remaining fifty per cent must also 
be paid in specie in ten per cent installments. Unless other­
wise ordered by the direotors of the State Bank, these in­
stallments must be paid every four months. 

Two provisions of the law were designed to obtain wide 
distribution for the stock. Eaoh branch was required to 
give twenty days' publio notice before opening the stock 
book for subscriptions. On the first day upon which sub­
scriptions were received, ten shares of $100 eaoh was the 
maximum amount of stock which any subsoriber was per­
mitted to buy. In case all the stock was not subsoribed for 
on one day, the total which any individual or firm could 
purchase was raised to fifty shares. If, upon olosing the 
subsoription books at the close of the second day, the amount 
subscribed did not equal the capital authorized, the mm-
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mum limit was removed entirely-it evidently being as­
sumed that small purchasers, in the meantime, had had 
plenty of opportunity to make their subscriptions. 

Stockholders were subject to double liability in case of 
the failure of a branch. a84 In this respect Iowa was one 
of the pioneer States. Massachusetts in 1849 and New 
York in 1846 were among the States that had earlier adopted 
special liability for stockholders in banking corporations.au 

Stock of the State Bank was made freely transferable, but 
in order to protect creditors no individual was allowed to 
sell his stock as long as he was indebted to the bank. Trans­
fer of stock did not relieve the seller of responsibility for 
liabilities accruing while the stock was in his possession. 
Record of the stock, as shown in the stock book, was on file 
with the recorder of deeds in the county where the branch 
was located In case of suit this was prima facie evidence 
of ownership, although the real owner was held liable, even 
when the ownership appeared on the books in the name of 
another person. aaa 

The position of creditors of the branches was further 
strengthened by the provision that the capital stock could 
not be impaired to pay dividends. Loans to stockholders 
were limited to four months' duration, and the stockholders 
collectively could not at any time owe more than three­
fifths of the amount of the paid-up capital. With certain 
minor exceptions, a branch could not buy its own stock nor 
the stock of any other incorporated company. The banks 
were thus restrained from speculation, and banking capital 
could not be reduced by inter-ownership of stock. One rea­
son for placing the latter restriction in the law was that 
banking corporations of the mid-nineteenth century in­
dulged sometimes in the practice of buying their own stock, 
thereby reducing the actual capital of the institution below 
the nominal amount. Moreover, it was especially desirable 
to prevent the holding of stock in other banks. Unless so re-

Digitized by Coogle 



THE STATE BANK OF IOWA 89 

stricted one branch might control one or more of the others 
through ownership of a majority of its stock. A monopoly 
might thus be created, and in any case the total strength of 
the State Bank would be weakened in time of stress. Fail­
ure of any branch holding considerable stock in several other 
branches would seriously cripple, if it did not entirely 
force under, the subsidiary branches. As a safety measure, 
therefore, the prohibition on stock investment was a wise 
restriction. 28 T 

Management of each branch was vested in a Board of 
Directors, elected annually by the stockholders. At all 
stockholders' meetings each share of stock was allowed one 
vote. The number of directors might vary from five to 
nine. In order to be qualified for the office of director the 
stockholder -must be a citizen of the United States and a 
resident of Iowa during his whole term of office. Directors 
were required to take oath diligently and honestly to per­
form their duties-this oath to be filed with the county re­
corder. Directors collectively were not permitted to owe 
to the branch of which they were officers an amount exceed­
ing one-fifth of the capital stock of which they were bona 
fide owners.288 

Bankers of the twentieth century do not consider note 
issue an essential function of commercial banking, but to 
the banker of the mid-nineteenth century this function was 
still very important. The early bankers, instead of grant­
ing the borrower book credits in the form of a deposit which 
he might transfer by means of a check, handed him the 
bank's notes. Notes issued on this "banking principle" 
were essentially the same sort of liability for the banker as 
his deposits. When the State Bank of Iowa was chartered 
the necessity of guarding the interests both of note holders 
and of depositors was recognized, but by far the most legis­
lative attention was devoted to the regulation of note issue. 
Since note issue provisions formed such a large part of the 
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act incorporating the State Bank, this phase of the law is 
reserved for special treatment. 

Important restrictions placed upon the deposits of the 
branches were: each branch was required to keep a specie 
reserve of twenty-five per cent against its current deposits, 
in addition to the same specie reserve against circulation; 
and branches were prohibited from paying interest on cur­
rent deposits. The amount due depositors was to be re­
porteii separately in the regular monthly statement required 
by the law. Notes were made a prior claim over deposits 
in the settlement of the affairs of an insolvent branch. This 
was done on the generally accepted theory that a note holder 
usually is an involuntary creditor of the bank, whereas the 
depositor voluntarily chooses the place of deposit after in­
vestigation.18' 

During the early part of the nineteenth century the bank­
ing business was surrounded with great secrecy. Accord­
ing to its charter the First Bank of the United States was 
required to make regular returns to the Treasury Depart­
ment, but only two of these reports were ever published. 
The legislatures of most States did not require reports 
from banks until well toward the middle of the century. 
Sometimes reports were called for, but no penalties were 
provided for failure to make returns. Specific forms were 
not prescribed, hence ambiguities and inaccuracies crept 
in.140 In this respect the founders of the State Bank of 
Iowa took a very advanced position. Certified statements 
of the condition of each branch were required to be made 
on the first Monday in each month. This statement was to 
be transmitted to the Auditor of State and to the State 
Bank. The form of the report specified seventeen distinct 
items on which information was to be given. An abstract 
of the statement was to be published in some newspaper of 
the county and a copy was to be sent to each branch of the 
State Bank. The directors of the State Bank were re-
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quired to publish a consolidated abstract of these monthly 
reports in some newspaper published at Iowa City, the loca­
tion of the head office of the bank, as BOon after the first of 
the month as practicable. Judged by our present standard, 
this system of regular monthly statements was a weak one; 
but it was, nevertheless, a notable advance in the matter 
of giving publicity, and was a safe method of determining 
the bank's condition. Supplemented as it was by examina­
tion of the branches by the State Bank directors, it proved 
an adequate method of supervision of the general condition 
of those branches. The present-day practice of calling for 
way of obtaining bank statements, but this plan was not in­
troduced until several years later when it was made a fea­
tore of the national banking system and later was adopted 
for State banks."1 

Interest or discount on loans was fixed at ten per cent 
until the first day of January, 1863; after that no more than 
eight per cent was to be charged. Discounting was allowed 
and exchange could be charged at the current rate upon a 
bona fide bill or note payable at some other than the place 
of discount. To charge a rate higher than the legal rate 
was usury, and caused the entire debt to be forfeited unless 
made to a director or stockholder, in which case it was a 
valid claim. A second restriction was that loans were lim­
ited to four months time. This prevented loans and dis­
counts for land purchase, a practioe which had wrecked 
many banks in 1837 and again in 1857. The time limitation 
took into consideration that principle of commercial bank­
ing which recognizes that a bank's assets should be kept in 
easily liquidated short-time paper. A limit of four months 
would seem to have been rather rigid in an agricultural 
community, experience having sinoe demonstrated that 
prime agricultural paper may have a maturity of six months 
at least.I " 
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During the period of the State Bank and the decade fol­
lowing, during which the national banking system was domi­
nant, long time credit was of necessity supplied by other 
institutions. The available facts concerning these institu­
tions were very meager. It is known that some of the 
private banks survived the panic of 1857 and continued to 
carry on their business, which included a great deal of loan­
ing on mortgage security. The number of private banks in 
Iowa in 1875 was approximately two hundred. We have 
no means of knowing how many of these were in operation 
contemporaneously with the State Bank, but doubtless a 
considerable number had their origin before the close of its 
career. Directly and indirectly they supplied the long time 
credit to the Iowa borrowers. 

Collectively the stockholders could not borrow more than 
three-fifths of the amount of the paid-up capital; and the 
directors of any branch could not owe more than one-fifth 
of the amount of the stock owned by them collectively. The 
section relating to the maximum indebtedness which any 
individual might contract with a branch is not clearly stated. 
It appears, however, that no person, company, or several 
members of a firm collectively could owe on a single-name 
promissory note more than one-twentieth of the amount of 
the circulation which the branch was authorized to issue. 
On the first $100,000 or less of paid-up capital the branches. 
were allowed to issue notes at a rate of two to one. The 
maximum individual loan was, therefore, ten per cent of 
the paid-up capital-the ratio shortly afterward adopted in 
the national banking law. Branches were allowed to dis­
count bona fide bills of exchange, payable out of the Statet 

bearing the acceptance of one individual ')r firm to an 
amount equal to one-fourth of its circulation. A further 
clause was included to the effect that no person or firm could 
be indebted, exclusive of liability as an acceptor, to an 
amount in excess of one-tenth of the circulation. This would 
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seem to mean that the branch could discount bills of ex­
change for one firm only up to ten per cent of its maximum 
Dote issue, or twenty per cent of its capital. This appears, 
however, to have been in addition to the one-twentieth lia­
bility on single-name paper. It is clear why a larger line of 
credit was granted on double-name than on single-name 
paper, but the relatively high amount of paper which could 
be discounted bearing the acceptance of one firm is not 
easily understood. The wording of the statute limits the 
amount of the latter to one-fourth of the bank's circulation 
when the bills were payable outside of the State, but made 
DO express limitation in any other case. Ita 

The loans of the bank were further limited to those made 
on personal security. An early ruling of the Board of Direc­
tors of the State Bank interpreted this to prohibit taking 
collateral security. Shortly afterwards the board reversed 
itself and decided that section twenty-three of the act was 
intended to prevent the taking of real estate security. 
Thereafter the branches were allowed to use their own dis­
cretion in the matter of taking collateral.244 They were not 
allowed, however, to take a lien on any part of their capital 
stock; and the same security was required from sharehold­
ers as from other borrowers. It II 

The banks were prohibited from owning real estate be­
yond the amount in each case "necessary for the convenient 
transaction of its business". If it became necessary to 
purchase at execution sale, or to take over real estate to 
secure payment of a debt previously contracted, the real 
estate was to be sold as soon as possible without loss. The 
branch was required to offer such real estate for sale pub­
licly at least once a year. Subject to these restrictions the 
branches had power to transact a general banking business. 
They could issue notes furnished by the State Bank, loan 
money, buy, sell, and discount bills of exchange, notes, and 
other written evidences of debt, receive deposits, buy antl 
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sell coin and bullion, make collections, and do any other 
business properly appertaining to banking.ld 

NOTE ISSUE 

The provisions of the State Bank law regulating note 
issue were drawn with care in order to insure a uniform and 
sound circulating medium. For the protection of note 
holders the two plans most commonly adopted in banks 
under State charter before the Civil War were the free 
banking plan, having all note issues secured by interest bear­
ing bonds, and the safety fund plan. Ohio had adopted the 
safety fund plan in the law of February 24, 1845, creating a 
State bank.1tT This plan, having proven successful in Ohio, 
was copied in the act creating the State Bank of Iowa. But 
a more important protection than the safety fund was the 
provision that the branches were mutually responsible for 
all of the notes issued. No occasion ever arose in the his­
tory of the State Bank of Iowa to make use of the safety 
fund,· but the mutual responsibility provision early saved 
the note holders of one branch from loss and avoided for the 
bank public disfavor. 

The safety fund for the redemption of notes consisted of 
either money or bonds to an amount equal to twelve and 
one-half per cent of the circulating notes delivered to the 
branch. 'It was specified that the bonds so deposited must 
be "United States stocks, or interest paying State stocks 
at their current value in the city of New York, but in no 
instanee above their par value". The money paid into the 
safety fund must also be invested, under the direction of 
the Bank, in the afore-mentioned bonds. Interest accruing 
on the stocks so held was received by the branches owning 
the same. In case of the failure of any branch the portion 
of the safety fund belonging to the insolvent branch was 
first to be used to redeem its outstanding notes. The solvent 
branches could then be called upon to make up 1088es of the 
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insolvent branch. It was a mutual liability only for note 
issue, and no part of the safety fund except that belonging 
to the failed branch was to be ealled upon for payment of 
other liabilities.·" 

The admjnjstration of the safety fund was in the hands 
of the, President of the Bank. In November, 1860, the Pres­
ident was given power to require any branch to deposit 
additional security in the safety fund if its bonds declined 
80 that in his judgment, with the concurrence of the Execu­
tive Committee, the interests of the Bank required such 
deposit. Again, just at the outbreak of the Civil War, a 
resolution was adopted providing that the safety fund be 
made good by a return of circulation or by depositing coin 
or bonds. This was accompanied by a resolution to· the 
effect that bonds of Southern States were not to be received 
for the safety fund. At first the bonds were kept in the 
office at Iowa City, but in November, 1861, the President 
was directed to remove the bonds belonging to the safety 
fund to the vault of the Merchants Branch at Davenport for 
safe keeping.148 

To limit the volume of circulating notes and to make sure 
of their prompt redemption, two restrictions were adopted. 
The volume of circulation bore the following proportion to 
the capital stock: on the first $100,000 or any lesser amount 
of its capital actually paid in, the branch could issue notes 
to twice the amount; for the second $100,000 this propor­
tion was reduced to one and three-fourths times the capital; 
on the third $100,000, to one and one-half times the capital. 

A second limitation was the requirement that a specie 
reserve of twenty-five per cent of the circulation must at 
all times be kept on hand in the vault of the issuing branch. 
Whenever the volume of notes 'outstanding exceeded this 
proportion the bank was not permitted to put any more 
DOtes in circulation, nor to increase its liabilities by making 
Dew loans or discounts, except to purchase sight bills of 
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exchange, nor to pay any dividend until the proper propor­
tion was restored.210 The Bank strictly enforced this statu­
tory requirement even during the exceptional circumstances 
of the Civil War. When there was general suspension of 
specie payments and the banks were redeeming their notes 
in national bank: notes and United States treasury . notes, 
the branches were tempted, by the possible profit, to sell 
gold at a high premium. This policy was promptly opposed 
by the Bank. Any branch violating the statute in this re­
spect was called to account. For instance, the Iowa City 
branch, in February, 1864, was given an opportunity until 
the next meeting of the Board to restore the proper equilib­
rium between specie and circulation. At a later meeting 
in the same year, the branches were directed to keep at all 
times in their own vaults in coin twenty-five per cent of 
their outstanding circulation.2111 

Specie redemption of bank notes was a cardinal prin­
ciple of the State Bank of Iowa. Failure on the part of any 
branch to redeem its notes promptly in specie when de­
manded at its banking house during the usual banking hours 
was to be deemed an act of insolvency. The entire business 
and property of such a branch must be immediately taken 
over by the State Bank. The State Bank: would then ap­
point an examining committee and a receiver for the branch; 
its affairs would be settled and the debts paid as fully as 
possible. The notes would all be promptly redeemed by 
the State Bank, the safety fund of the several branches 
being later reimbursed from the assets. 

By the terms of the law the denominations of notes were 
$1, $2, $3, $5, $10, $20, $50, and $100. Small notes were in 
general disfavor. In the Senate, during the consideration 
of the bill, a motion to prohibit all notes below $5 was 
passed by a majority of a single vote. An attempt to raise 
the minimum to $20 was decisively beaten. The House of 
Representatives restored the provision of the bill permit-
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ting a limited proportioJ;l of small notes. In the conference 
on the House amendments the Senate agreed to this 
change. Z112 The percentage of small notes was limited as 
follows: not more than ten per cent of the amount issued 
by any branch could be in notes of $1 each, not more than 
ten per cent in notes of $2 each, not more than twenty-five 
per cent in notes of all denominations under $5, and not 
more than fifty per cent in notes of all denominations under 
$10.2111 

The effort to prohibit small notes and the final action 
limiting the percentage of these notes was due to the popu­
lar dissatisfaction with the so-called" shinplasters " or frac­
tional currency of all kinds that had made up a large part 
of the circulating medium. It was hoped by such regula­
tions to keep coin in circulation. Limitation or prohibition 
of small bank notes has been commonly prescribed in bank­
ing laws even up to the present time and is included in our 
national banking laws. In the United States, under the na­
tional banking system, government paper money has met 
the demand for small notes, but in Iowa the only substitute 
would have been the small notes of outside banks. It was 
the realization of this fact that led the Iowa legislators to 
choose the limitation of the number rather than the entire 
prohibition of the issue of small notes by the State Bank of 
Iowa. 

No provision was made in the law and no regulation can 
be found in the records of the Board of Directors for frac­
tional currency. In the collections of the State Historical 
Society of Iowa are to be found samples of fractional cur­
rency which appear to have been small checks payable to the 
bearer at the branches of the State Bank. This currency 
is in the form of cards or tickets about one and one-half 
by two and one-half inches in size. Samples are preserved 
of the currency drawn on the branches at Iowa City and 
Washington. The branches were directed to redeem the 

7 
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tickets in bank notes if presented in sums of $1. The de­
nominations were five, ten, twenty-five, and fifty cents. 
They bear the date of 1862, that is, of a period after the 
general suspension of specie payments. 

The form of the bank notes was left to the Board of Di­
rectors, and was a problem of considerable moment at the 
first meeting of the Board. While the directors desired to 
get the circulation 8S early as possible they were also de­
sirous of choosing a distinctive design. Plates were avail­
able from which notes could have been immediately struck 
off. The Board finally referred the entire matter to a com­
mittee composed of Hiram Price and Hoyt Sherman, with 
instructions to go east and procure the bills required for 
circulation. IN This delayed somewhat the note issue, but 
enabled designs to be chosen which were related distinc­
tively to Iowa. The notes selected attracted favorable com­
ment in the local press. illIG In general they pictured fanciful 
rural scenes, but they also included some pictures of his­
torical interest. On the $1 bill was a cut made from a 
portrait of Governor Robert Lucas, the first Territorial 
Governor. The picture on the $5 bill was that of Antoine 
Le Claire, one of the pioneer founders of Davenport. The 
$10 bill had a cut made from a scroll map of Iowa as it was 
before 1856, and Governor Ralph P. Lowe's picture ap­
peared m the corner. In all cases the notes were issued in 
the name of the State Bank of Iowa; and the names of the 
various branches were written in with a pen. All notes were 
signed by the president and cashier of the branch, and reg­
istered and countersigned by the Secretary of the State 
Bank.llIe 

Because the name of the branch was written on the notes, 
it was necessary to return worn notes for exchange more 
frequently than might otherwise have been necessary. The 
statute provided that mutilated currency be "burned to 

Digitized by Coogle 



THE STATE BANK OF IOWA 99 

ashes in the presence of the President or Vice President, 
and at least two of the Directors of said Bank.' '211T This 
order was literally and conscientiously carried out. Hiram 
Price describes the burning in these words: "This burning 
was done in a large, old-fashioned, ten-plate stove, in the 
office of the State Bank at Iowa City. Sometimes, in warm 
weather, this was by no means a pleasant job. The door of 
the stove had to be kept open so that the witnesses could 
certify, flot that the mutilated currency had been put into 
the fire in the stove and burned, but that the burning was 
done in the presence of those who made the certificate. "2111 

He further relates how they watched to see that there was 
not draft enough to draw the notes out of the flue and that 
the charred paper was thoroughly stirred so as to burn the 
notes to ashes. The minutes of the Board of Directors con­
tain frequent record of the appointment of committees to 
burn mutilated currency.· .. 

ORGANIZATION OF THE BANK 

Shortly after the special election of June 28, 1858, the 
Governor called together the Bank Commissioners for the 
purpose of putting the new system into operation. The first 
meeting was held at Iowa City on July 28, 1858, at which 
time the commissioners took the oath of office. The mem­
bers present were C. H. Booth, E. H. Harrison, Ezekiel 
Clark, W. J. Gatling, C. W. Slagle, Elihu Baker, William S. 
Dart, and Edward T. Edgington. After electing Ezekiel 
Clark chairman of the Board and William J. Gatling secre­
tary pro tem, they adjourned to meet at the same place on 
July 30th.leo 

At that time applications for the establishment of 
branches were received from Council Bluffs, Oskaloosa, Ca­
manche, Lyons, and Washington. All these were laid on the 
table and the Board adjourned to meet on September 15th 
to act on applications. 
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The next meeting of the Board was held on September 
15-17,1858. Nineteen applications were filed by parties de­
sirous of forming branches of the State Bank. These were: 

No.1. Muscatine-Branan and others 
No.2. Dubuque-Goodrich and others 
No.3. Washington-Abbott and others 
No.4. Iowa City-Kirkwood and others 
No.5. Davenport-Le Claire and others 
No.6. Dubuque-Langworthy and others 
No.7. Clinton-Sam Clark and others 
No.8. Sioux City-Hubbard and others 
No.9. Davenport-Macklot and others 
No. 10. Des Moines-Allen and others 
No. 11. Muscatine-J. Green and others 
No. 12. Grinnell-Grinnell and others 
No. 13. Council Bluffs-Noble and others 
No. 14. Wapello-Copeland and others 
No. 15. Oskaloos8-
No. 16. Keokuk-Southern 
No. 17. Mount Pleasant-
No. 18. Sioux City-J. W. Boster and others 
No. 19. Keokuk-Hammell, Ralston, and Company and 

others 
The commissioners at a later meeting received applica­

tions from Camanche, Pacific City, and Waterloo, but these 
were laid on the table. HI 

In order to act intelligently upon the nineteen applica­
tions the Board referred them to examining agents from 
their own numbers for personal examination. A set of 
"interrogatories" was prepared and general instructions 
agreed upon in order to insure uniformity and impartiality 
of action. The Board then adjourned, to meet again on 
October 6th, and went out two by two as examining agents. 
When the Board reassembled they found that eight branches 
had met all the requirements of the law and were entitled 
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to commence banking. Certificate to that effect was made 
to the Governor naming the following branches: 

1. The Muscatine Branch-Application No.1 
2. The Iowa City Branch-Application No.4 
3. The Des Moines Branch-Application No. 10 
4. The Dubuque Branch-Application No. 2 
5. The Oskaloosa Branch-Application No. 15 
6. The Mt. Pleasant Branch-Application No. 17 
7. The Keokuk Branch-Application No. 19 
8. The Merchants Branch of Davenport-Application 

No.5lel 
There were subsequently established under the authoriza­

tion of the State Bank directors, seven additional branches: 
Lyons City Branch of the State Bank of Iowa, February 

17,1859 
Branch of the State Bank of Iowa at Burlington, March 

18,1859 
Washington Branch of the State Bank of Iowa, March 

18, 1859 
Fort Madison Branch of the State Bank of Iowa, August 

11,1859 
McGregor Branch of the State Bank of Iowa, February 

15,1860 
Council Bluffs Branch of the State Bank of Iowa, N ovem­

ber 14,1860 
The Farmers Branch of the State Bank of Iowa at Ma­

quoketa, February 10, 1864le8 
These fifteen branches continued from the time of admis­

sion until the Bank's affairs were closed in 1865. Col­
lectively they constituted the State Bank of Iowa. 

The action taken on October 9, 1858, by the Board of Com­
missioners establishing the original eight. branches was 
communicated to each branch that had been accepted, and 
October 27, 1858, was set as the date for the first meeting 
of the Board of Directors. The commissioners adjourned 
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until November 11, 1858, but there is no reason to believe 
they ever assembled again. The record book used by the 
commissioners became the minute book of the Board of Di­
rectors. In it the record closes with the meeting of October 
9th. The commissioners were responsible only for getting 
the system established. At the first directors' meeting 
Ezekiel Clark, President of the Board ()f Bank Commis­
sioners, turned over to the directors all the books, papers, 

. and documents in the possession of the commissioners.l8t 
Thereafter the responsibility for the conduct of the State 
Bank rested on the Board of Directors. 

The first meeting of the Board of Directors was held in 
the Council Chamber of the Old Capitol at Iowa City on 
October 27, 1858. The members present were: 

W. T. Smith, representing the Oskaloosa Branch 
Samuel F. Miller, representing the Keokuk Branch 
P. M. Casady, representing the Des Moines Branoh 
8. J. Kirkwood, representing the Iowa City Branch 
Chester Weed, representing the Muscatine Branch 
Richard Bonson, representing the Dubuque Branch 
Timothy Whiting, representing the Mt. Pleasant Branch 
Hiram Price, representing the Davenport Branch 
Benjamin Lake, representing the State of Iowa 
Hoyt Sherman, representing the State of Iowa 
S. J. Kirkwood was elected president pro tem and Hoyt 

Sherman secretary pro tem. By-laws were adopted and a 
permanent organization effected. Chester Weed of Musca­
tine was elected President and Elihu Baker of Cedar Rap­
ids, Secretary. Mr. '. Baker oontinued in that capacity 
throughout the history of the bank. In February, 1860, Mr. 
Weed was sllcceeded by ffiram Price, who was President 
from that date until the bank closed in 1865.181 

The principal business before the first directors' meet­
ing was the adoption of by-laws and of plans to obtain cir­
culating notes. It was provided in the by-laws that there 
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should be regular quarterly meetings of the Board of Di­
rectors on the first Wednesday after the second Monday of 
February, May, August, and November. Special meetings 
might be held at the call of the President or of any four 
members of the Board. The regular officers were Presi­
dent, Vice President, and Seoretary. These men were to be 
elected annually at the February meeting of the Board, the 
first election to be at the time of organization, and the first 
regnlar election to occur in February, 1860. 

The duties of the President included the usual duty of 
presiding at meetings. In addition he had charge and gen­
eral oversight of the office at Iowa City. He was required 
to make examinations of the branohes. At each regular 
session of the Board he ~de a written report of matters 
that concerned the Bank or branches. This report must 
include any matter requiring action by the directors. He 
was originally allowed a salary of $1200 per year and ex­
penses incurred in visiting and examining the branohes. 
This was put on a per diem basis after February, 1863, and 
the compensation was reduced. He was required to give 
bond of $100,000 and to disoharge honestly and faithfully 
the duties of the office. He When we consider the responsi­
bility undertaken and the amount of work involved, this pay 
seems hopelessly inadequate to command the highest ability. 
Hiram Price, the President during all but the first year, 
speaks of the inadequacy of the salary but seems entirely 
satisfied to have earned from his associates and all those 
interested the "better and more valuable pay" of "well 
done, good and faithful servant. ' 'I8T 

The Vice President was required to assume the duties of 
the President in his absence and to make examination of the 
branch represented by the President as director. By virtue 
of his office he was a member of the Executive Committee of 
three members who met monthly at Iowa City to examine 
statements of the branches and, if they deemed necessary, 
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to cause a personal examination of the condition of any 
branch to be made. This committee also examined the 
accounts of the ·Secretary and in general the condition of the 
State Bank.188 

The Secretary was given the duty of keeping the books 
and accounts of the head office at Iowa City. He was re­
quired to register and countersign all notes issued for cir­
culation and keep a record of the same. His salary was 
$1500 per year, payable quarterly. This position was filled 
by Elihu Baker during the entire life of the Bank. At the 
last regular meeting of the Board a resolution was adopted 
commending Mr. Baker for the "skill and ability with which 
he has discharged the arduous and complicated duties of 
Secretary of this Board. "188 

Directors were not paid a salary for their services. At 
first they were allowed a per diem of $3 for attending di­
rectors' meetings and mileage at the rate of fifteen cents 
per mile. At the meeting on August 15, 1860, it was decided 
to pay the per diem but no mileage. This was rescinded at 
the next meeting and the directors continued to receive $3 
per day, although the mileage was reduced to seven and one­
half cents per mile.270 Salaries and other expenses were 
met by assessments on the branches in proportion to the 
paid-up capital stock. These assessments were very small 
relatively. In February, 1862, an assessment of one mill 
on the dollar was ordered. This was followed in August by 
an assessment of one and one-half mills plus an additional 
one mill to pay a note. Again in May, 1863, one and one-half 
mills was assessed.271 

A special meeting of the Board of Directors was called on 
December 28, 1858, at which time the first installment of 
notes was ordered to be delivered to the directors of the 
branches. The register of circulation of the Iowa City 
branch shows December 30, 1858, as the date of receipt of 
the first notes, the notes being dated January 1, 1859. The 
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maximum circulation of two hundred per cent of the capital 
stock was allowed to the original branches at the meeting of 
the directors on August 11, 1859.272 

One of the important problems with which the Board 
of Directors was confronted, especially during the early 
months of the Bank's history, was the consideration of the 
applications of associations seeking admission as branches. 
In addition to the seven branches admitted subsequently to 
the first organization, a number of other would-be members 
were rejected. The history of the State Bank of Indiana, 
where a single opposing vote could prevent the establish­
ment of a new branch, shows that dangerous possibilities 
lurked in the provision that membership in the system 
depended on the favorable vote of the existing members. 
Logansport was kept out of the Indiana institution by the 
opposition of Lafayette.278 The provisions of the Iowa law 
on this point were subjected to considerable criticism during 
the passage of the act. But there is no evidence to show 
that the directors excluded deserving applicants in order to 
preserve a monopoly for themselves. The Board of Com­
missioners, a disinterested body, rejected eleven out of nine­
teen applications and declined to consider applications 
from four other towns. When the directors assumed this 
function there was thorough consideration but fewer re­
jections. 

When considering applications the Board exercised great 
care in examining certificates, verifying the specie paid in, 
and investigating the responsibility of stockholders. The 
cost of these examinations was borne by the applicants 
whether accepted or rejected. Applications from McGregor 
and Cedar Rapids were refused on the ground that too large 
a proportion of the stock was owned outside of the locality 
or State. In the case of McGregor, $12,000 of the $50,000 
authorized stock was owned in Dubuque, and from $6000 to 
$7000 was owned in New Hampshire. Cedar Rapids was 
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rejected on the ground that one-fourth of the capital was 
owned by residents of Chicago. It was felt by the Board 
that outsiders would have few interests in common with the 
people of the oommunity for whose benefit the bank should 
be managed. In the case of McGregor the objection was met 
and admission followed Waterloo and Cedar Falls were 
simultaneously rejected on the ground that the establish­
ment of a branch in Black Hawk County was then of doubt­
ful expediency. I'. 

SUPERVISION OF THE BRANCHES 

The soundness of the provision for mutual responsibility 
of branches was clearly demonstrated. A report reached 
the Exeoutive Committee that the cashier at Muscatine was 
pursuing an unwise policy, and an examination was made 
on January 5, 1860. It was shown that the atfain of the 
bank were in bad condition, but it was deemed possible to 
save the branch and lessen the loss to the bondsmen of the 
cashier by continuing in business under the direction of the 
Executive Committee. Mr. Stone, of Washington, a mem­
ber of the Executive Committee, was given one share of 
stock and thereby quali1ied to act as director and chairman 
of the board of directors of the branch. The assistance of 
the other branches was secured and the affairs of the branch 
were satisfaotorily arranged There was loss to some stock­
holders, but not a cent was lost by depositors or note 
holders. The bank did not suspend its regular business at 
any time and eventually paid good dividends.1T1 

At a later date the Fort Madison branch became involved 
in difficulties of a less serious nature. A committee ap­
pointed to investigate its affairs reported on May 14, 1863, 
that the branch was in serious condition. They recom­
mended that the State Bank take charge of the assets in the 
interest of the State Bank and of the stockholders of the 
branch. Elihu Baker, the Secretary, was appointed re-
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ceiver, but a proposition was made by Geo. P. Eaton, cashier 
at Fort Madison, which proved satisfactory for an adjust­
ment of the m~tter. He offered to deposit coin, safety fund 
securities, and currency to the amount of $120,000 with ·the 
President of the State Bank. This was done and the entire 
control of affairs of the branch was left in the hands of the 
local directors. This fund was to be returned in proportion 
as the branch retired circulation. From the records of the 
plan it seems to have proved successful, for in November of 
the same year $25,000 was returned and a little over a year 
after the investigation all of the special funds were returned 
to the Fort Madison branch.ITI 

It must not be inferred that it was the policy of the State 
Bank to assume unnecessary control over the atfairs of the 
branches. On one occasion complaints were made against 
the Mt. Pleasant branch. A committee of the directors 
appointed to consider these complaints reported that in the 
main the atfairs were conducted properly and that most of 
the trouble was caused by local jealousy arising from the 
election of directors. The committee concluded that "where 
the safety and good standing of the Branch is not endan­
gered, it is not a matter requiring the attention or inter­
ference of this Board. " 

Bules were laid down from time to time and orders issued 
to the branches, but these were general in their nature. In 
May, 1859, the directors passed a resolution advising the 
branches to keep their New York and Boston accounts with 
regular bankers rather than private bankers. At one time 
the branches were ordered to close their Chicago accounts 
with the prominent firm of Solomon Sturges and Son within 
sixty days "on account of the legal disabilities under which 
the otherwise responsible head of that house is understood 
to be placed by his insanity. " At their meeting on August 
16, 1860, the Board passed a resolution that branches be re­
quired to report monthly the amount of overdrafts.ITT 
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AID DURING THE CIVIL W AB 

During the emergency of the Civil War the State Bank 
bore its share of the burden of placing loans and supplying 
credit. This aid was first extended to the State government 
and later to the Federal government. When the call for 
troops came, Iowa was very poorly prepared to meet the 
demands made upon the Commonwealth. There were no 
arms or equipment for soldiers, the militia was unorganized, 
the financial administration was very weak, and there were 
no funds in the treasury. When the Secretary of War called 
upon Governor Kirkwood to furnish troops for immediate 
service, the Governor promptly issued a call for volunteer 
companies. He acted upon the assumption that the State 
would pay the expenses of the troops until they were mus­
tered into Federal service. The Governor wished to avoid 
the expense of an extra session of the legislature until it 
proved necessary, but funds had to be provided. It was in 
this crisis that the State Bank came to the aid of the Com­
monwealth.278 The branches were prompt in offering the 
Governor assistance. Party spirit was entirely subordi­
nated to the thought of service. Democrats like W. T. 
Smith of Oskaloosa and W. F. Coolbaugh of Burlington 
offered their financial support as willingly as such staunch 
Republican bankers as Hiram Price of Davenport and 
Ezekiel Clark of Iowa City. J. K. Graves of Dubuque noti­
fied Governor Kirkwood to draw on the branch of the State 
Bank there for thirty thousand dollars and the draft would 
be honored.ITD 

Not only did the banks in their corporate capacity offer 
material assistance, but prominent among the individuals 
who supported the State finances in the crisis were well­
known officers or stockholders in the State Bank. Among 
these may be mentioned Hiram Price of Davenport, Ezekiel 
Clark of Iowa City, Samuel F. Miller of Keokuk, and Gov­
ernor Kirkwood himself.280 
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The Bank continued its aid to the State government, pro­
tecting its credit in every way possible, buying bonds, and 
marketing warrants in anticipation of revenue to be col­
lected. The Dubuque H erala, sums up this service in these . 
words: "The State Bank of Iowa has added much both at 
home and abroad to the financial reputation of the State. 
The several branches made liberal advances to Governor 
Kirkwood at the commencement of the rebellion and now 
own nearly two-thirds of the whole indebtedness of the 
State, the Dubuque Branch alone owning one-fifth of the 
entire amount. "181 

The State Bank also aided in selling the obligations of 
the Federal government. Treasury notes and bonds of the 
United States government were on sale at the various 
branches. For instance, in one issue of the local paper the 
Iowa City branch advertises that it is the authorized gov­
ernment agency for the United States five to twenty-year 
six per cent bonds, and states further that it has on hand a 
full supply of all denominations. On another page explana­
tion is made of an arrangement whereby people with surplus 
funds may buy two-year Treasury notes bearing five per 
cent interest. The State Bank had ordered $50,000 of these 
notes in denominations of $50 and $100.282 

AS FISCAL AGENT OF THE STATE 

From the outset the State made a limited use of the 
branches of the State Bank as its fiscal agents. The State 
Auditor's reports show balances in the State Bank as fol­
lows:288 November 7, 1859, $10,035.58; November 4, 1861, 
$9944.84; November 2, 1863, $14,604.82. 

Governor Lowe in 1860 recommended a more extensive 
use of the State Bank as a fiscal agency. He stated that 
revenue was being paid into the nearest branch of the State 
Bank in the more populous counties and thence forwarded 
to the capital at the risk of the Bank and on reasonable 
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terms. He favored extending this service by disbursing 
on warrants directed to the branches. This, he argued, 
would save moving money in both directions, thus lessening 

. risk 8.nd expense. No action appears to have been taken by 
the legislature to make this possible. IN 

REDEMPTION OF NOTES IN GREENBACKS 

The most difficult problem in connection with note issue 
which confronted the Board of Directors during the Civil 
War came when the United States government began 'the 
issue of Treasury notes. Without waiting for this difficulty 
to come before any individual branch for discussion the 
Board of Directors anticipated the matter by taking deci~ive 
action on February 12, 1862. The President appointed a 
committee to consider the question and to suggest a course 
of -action. The strength of the Bank was shown to be such 
that it was entitled to the confidence of the public. The 
monthly report of February 3, 1862, showed a specie reserve 
of $754,412.23 and a circulation of $1,111,908 less $140,000 
held by the banks themselves. It was expected that Con­
gress, in passing the act to authorize $150,000,000 of Treas­
ury notes, would make them legal tender. The branches 
would then be required to receive them in all payments. If 
they continued to redeem their own notes indiscriminately 
their supply of specie would be depleted. The parties to 
benefit would be non-resident brokers, at that time engaged 
in collecting notes of the Bank. The people of Iowa would 
gain nothing and specie would be drained off to the profit 
of speculators. 

The committee, after thus setting out the facts in the situ­
ation, proposed that whenever the bill passed making 
Treasury notes legal tender it would not, in the opinion of 
the Board, be a forfeiture of its charter for a branch to use 
Treasury notes to redeem its circulation. While the branches 
were left to their own discretion regarding redemption for 
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outsiders, the committee held that they must under all cir­
onmstances redeem in coin for all bona fide holders amongst 
the people of the State. The report of the committee was 
accepted by the Board. 

At the May meeting of the Board it was voted unani­
mously that in case of suit brought against any branch 
because of redemption in Treasury notes instead of specie, 
the branches should mutually support one another and pay 
the costs in proportion to their paid-up capital. The Presi­
dent and executive council were authorized to employ legal 
counsel, to cooperate with such branph. In August, 1862, 
the President was specifically authorized to employ counsel 
to defend a suit against the Lyons City branch. No further 
notice is found of this matter, nor is there any record of suit. 

Care was exercised to see that branches did not abuse 
the privilege granted them in this respect. Charges were 
made against the branches at Burlington, Keokuk, Oska­
loosa, Lyons City, and Muscatine by parties who claimed 
that these branches had committed an act of insolvenoy 
by failing to redeem in coin. Committees were appointed 
by the President and in each case the branoh was found to 
have offered to redeem in United States legal tender notes. 
This was not considered improper by the Bank, nor was it 
regarded as an act of insolvency. As noted above, the 
branches were closely restrainea by the Bank against dis­
posing of their specie for their individual profit.111 

BlGH STANDING OF STATE BANK NOTES 

From its inception the State Bank sought to establish 
a Bound currency in Iowa. This policy was continued dur­
ing the Civil War, when the standard became the United 
States notes. In order to attain this end and to obtain the 
profits from its own circulation, the Bank undertook to drive 
out the notes of unsound banks of neighboring States. When 
the State Bank notes were first put into circulation certain 
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brokers and private bankers made it a policy to return the 
circulation of the branches for redemption. This was an 
easy way to obtain specie and might cause embarrassment 
to the branches. Chester Weed, President of the State 
Bank, raised the question as to the best way to meet this 
threatened run, whether to pay in coin or furnish exchange 
at some fixed rate. The law fixing the mode of redemption 
in specie was, however, strictly adhered to and no trouble 
seems to have developed.2se 

By the terms of the law the State Bank was prohibited 
from knowingly putting doubtful notes in circulation. At 
an early meeting of the Board a resolution was passed con­
demning the circulation of Minnesota banks. Branches were 
advised not to receive them in deposit or continue their cir­
culation. Depreciation of these notes was so great that the 
President and Secretary were requested to correspond with 
specie paying banks in Kentucky, Ohio, Indiana, and else­
where relative to the expediency of forming some organiza­
tion for the purpose of establishing a rate of redeeming 
circulation as nearly uniform as practicable and to secure 
for" a legitimate circulation the advantages it is entitled 
to. " So far as the branches themselves were concerned, 
the directors early went on record as favoring the mutual 
protection of each other's notes. They were advised to hold 
State Bank notes and payout the circulating notes of for­
eign banks. 287 

The general acceptability of the notes was promoted by 
the fact that the notes of all the other branches were legal 
tender in payment of any debt due to a branch of the State 
Bank.288 Iowa law required the payment of taxes in specie, 
which was a great inconvenience to taxpayers. In his mes­
sage to the le.~islature in 1860 Governor R. P. Lowe recom­
mended that the notes of the State Bank be received in pay­
ment of taxes. He believed that since the State had given 
its name to the Bank and regularly appointed three of its 
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directors, it should be willing to receive its notes. On this 
recommendation no action was taken at that session of the 
legislature.288 

Upon the renewal of the recommendation in 1862 by Gov­
ernor S. J. Kirkwood the General Assembly acted promptly. 
The notes were made a legal tender for all payments of 
taxes and for all payments of interest and principal of the 
school fund.2eo But a clause was added to the effect that the 
notes were not to be so received after the suspension of 
specie payments by anyone of its branches. In the mean­
time United States Treasury notes were issued and made 
legal tender. A general suspension of specie payments re­
sulted and the State Bank of Iowa found it necessary to sus­
pend redemption in specie and substitute redemption in 
legal tender. Additional legislation was necessary to place 
the State Bank notes on a par with the "greenbacks" and 
the national bank currency authorized in 1863. Governor 
Kirkwood again recommended acceptance of State Bank 
notes as long as they were redeemed in legal tender notes. 
Again the legislature responded and national bank notes, 
greenbacks, and State Bank notes were all received in pay­
ments by county treasurers. This time the branches of the 
State Bank were merely required by the law to redeem their 
issues. 181 

In spite of the preference given to notes of the State 
Bank, foreign bank notes occupied a very large place in the 
circulating medium. In accordance with Gresham's law 
the circulation of the more doubtful bank currency seems to 
have been promoted while the notes of the State Bank, which 
were redeemed promptly when presented, were hoarded.181 

A law to expel "wild cat" currency from Iowa was passed 
and became effective on July 4,1864. Since the law did not 
prohibit the circulation of national banks, it did not give a 
monopoly of note issue to th~ State Bank. The opposition 
to the bill was very intense in both the Senate and the House 

8 
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of Representatives, since private bankers and brokers bad 
made large profits by putting in circulation th& inferior 
notes of distant banks. The eftects of this law can not be 
accuratelY' evaluated, for in the following year Congress 
passed legislation whioh entirely eliminated State bank 
notes. The author of the bill, however, held that it "termi­
nated the existence of currency of doubtful value in the 
State"; but this is an overestimate of its importance. Iowa 
could not prevent the issue of such notes and, unaided by 
national law, would have found it difficult to prevent their 
circulation. There was no good reason why notes of solvent 
specie-paying banks of other States should not have been 
received This opinion was voiced by some of the Iowa 
newspapers in opposition to the law. The brief period of its 
existence makes the question as to the extent of its enforce­
ment uncertain.IU 

In spite of competition from notes of banks located in 
other States and later from the national banks, the volume 
of circulation was large. The outstanding circulation 
passed the half-million dollar mark by the end of the first 
year. At its maximum, in the early months of 1864, the note 
circulation wa~ over a million and a half dollars. This was 
almost up to the maximum permitted by the law, unless the 
capital stock should be increased 

BETIBEMENT OF CIBOULA.TION 

The retirement of the currency of the State Bank was 
caused by the establishment of the national banking system. 
It was on February 25, 1863, that the national banking act 
was passed by Congress. The revenue act of March 30, 
1863, taxed the notes of State banks two per cent, which was 
just double the tax imposed on the national currency. It 
was hoped thereby to induce State banks to come into the 
national banking system. But the law was not entirely sat­
isfactory and the growth of the system was slow. In June, 
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1864, the law was entirely revised, and on March 3, 1865, it 
was again amended with the purpose of taxing State bank 
Dotes out of existence. A ten per cent tax was imposed on 
State bank notes paid out by any bank after July 1,1866. 
This ten per cent tax was later extended to State bank notes 
used in payment by anyone. The legislation amounted in 
effect to a prohibition on note issue by State banks or by 
any persons or associations. IN 

Even before the passage of the national banking act the 
directors of the State Bank of Iowa considered plans for 
going into the national system. On February ll, 1863, a 
resolution was introduced at the regular meeting of the di­
rectors to provide for retiring the circulation of the 
branches. This resolution was laid on ihe table pending the 
final passage of a bill then before Congress. At the May, 
1863, meeting of the Board, the oommittee on national cur­
rency reported that in addition to the currency procured 
from the State Bank of Iowa any branch bank had the right 
to procure government currency under the provisions of 
section sixty-two of the national banking law.IIIG This sec­
tion permitted banks organized under State law to issue 
circulating notes Without becoming national banks. A State 
bank to be entitled to this privilege must be the owner of 
United States bonds to the amount of fifty per cent of its 
capital stock. By transferring these bonds to the custody 
of the Treasurer of the United States the bank was entitled 
to receive from the comptroller notes similar to national 
bank notes, equal in amount to eighty per cent of the amount 
of the bonds so delivered.11II The report of the committee 
was accepted but no evidence appears that regulations gov­
erning such action were adopted by the directors, nor is 
there any other indication that this privilege was made use 
of. The terms of note issue under the State Bank law were 
more liberal, hence there was at first little reason for the 
banks to seek national currency. 
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The outstanding circulation of State Bank notes attained 
its maximum early in 1864. The revision of the national 
banking act of June, 1864, made the system more attractive 
to State banks and made it evident that the purpose of the 
national administration was to supplant all State bank notes 
by national-currency. In November, 1864, the first steps to­
ward contracting the State Bank circulation were taken. A 
resolution was passed by the Board of Directors recom­
mending that the branches reduce their circulation, within 
the next ninety days, to an amount equal to the paid-up cap­
ital of each branch. At that time the outstanding circula­
tion was $1,428,432 and the capital $1,031,925. Thus the 
contraction to the point contemplated involved retiring 
nearly a third of the notes outstanding. In addition to this 
contraction the branches were required to provide redemp­
tion in Chicago.28T 

At the meeting of the Board in February, 1865, prepara­
tions were made to dissolve the State Bank and wind up its 
affairs. All blank notes in the custody of the Secretary were 
burned by order of the Board. Steps were then taken to 
draw in the circulation outstanding, but these provisions 
were prefaced by a resolution to the effect that no branch 
could be released from its liability until" all the Circulation 
of all the Branches is redeemed or its redemption is pro­
vided for beyond a doubt." After the 15th of March the 
branches were prohibited from paying out their own notes 
or the notes of any other branch. At least once each month 
the branches were required to send to the Secretary all State 
Bank notes in their possession. They were also required to 
keep a redemption fund of two per cent of their circulation 
with the Secretary. Stringent penalties were provided for 
the violation of these regulations. S. J. Kirkwood and S. D. 
Viele were appointed as a special committee to burn the cir­
culating notes which came in during the vacation of the 
Board.28s 
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Steps were taken in May, 1865, looking to the complete 
retirement of the circulation. Before June 15, 1865, each 
branch was required to deposit with the President of the 
Bank approved securities or legal tender notes equal to 
seventy-five per cent of its outstanding circulatiQll. The 
amount so deposited by the branch must remain in the hands 
of the President until, by the redemption of its notes, the 
amount of notes outstanding equalled in amount the secu­
rities so held. Thereafter the branch would be permitted 
to withdraw securities in sufficient amount to keep the circu­
lation and securities deposited equal. Branches were per­
mitted to reduce their capital stock to $50,OOO-provided 
this did not violate the law fixing the proportion of circula­
tion to·paid-up capital.in 

The last regular meeting of the State Bank directors con­
vened in Iowa City on August 16, 1865. A resolution was 
passed that any branch having a safety fund equal to or in 
excess of its outstanding circulation be permitted to divide 
its capital stock as the stockholders deemed expedient. Oc­
tober 31st was set as the last day upon which notes would 
be redeemed through the Iowa City office. The Secretary 
was directed to close the Iowa City office and dispose of the 
furniture and fixtures before November 1st. Any further 
meeting of the Board was to be held in Davenport at the call 
of the President. S. J. Kirkwood and S. D. Viele were ap­
pointed a committee to act with the President in all matters 
connected with closing up the affairs of the Bank. Their 
action was binding in the same manner as a resolution of the 
Board.aoo 

An informal meeting of the Board was held at Davenport 
on November 22, 1865. At this meeting exchanges were 
made and balances settled between the branches. The cir­
culation remrned, amounting to $35,460, was burned. This 
was the final act in the short but successful life of the State 
Bank of Iowa. The brief minutes of this meeting were 
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signed "H. Price, Prest." and written in his handwriting. 
The minutes of all other meetings are signed by "Elihu 
Baker, S8Oty", frequently also with Mr. Price's name; but 
Mr. Baker's signature is not affixed to the closing recordlol 

The branches thereafter redeemed small amounts of the 
circulation and burned it. State Bank currency had so fully 
acquired the confidence of the people that it was a slow 
process to get it all in. The circulating register of the Iowa 
City branch shows that notes were burned on August 31, 
1866, and on April 24, 1867, and that the final date of re­
demption was November 14,1867.101 According to this rec­
ord hundreds of dollars were never returned for redemption 
-presumably being lost or destroyed In this case it was 
a clear profit to the bank and not to the government, as is 
the case with notes lost or destroyed under the national 
banking act. 

BBANCBE8 CONVERTED INTO NATIONAL BANKS 

The chief function of the State Bank had been the super­
vision of note issue. With the retirement of the circulation, 
the individual branches accepted the opportunity of becom­
ing national banks. At the directors' meeting in February, 
1865, the Merchants branch at Davenport was given permis­
sion to increase its capital solely for the purpose of be­
coming a national bank. The Burlington branch became 
the National State Bank of Burlington. The Iowa City Na­
tional Bank succeeded to the business of the branch at that 
place, taking over its deposits and business in April, 1865. 
The Des Moines branch became the National State Bank in 
1865. The Washington branch formed the First National 
Bank on April 30, 1865. The Keokuk branch became the 
State National Bank of that place with a capital of $150,000. 
Its successor is now the State Central Savings Bank. 
Nearly, if not all, of the other branches also entered the na­
tional system. 1.1 
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VOLUKE OF BUSINESS 

The financial condition of the State Bank of Iowa during 
its existence can best be understood through a study of 
some representative bank statements which are presented in 
Table L These statements cover the period from February 
7, 1859, down to April 3, 1865. 

TABLB I 

CoJIBINBD STATEMENTS OJ' THE BRANCHES OJ' THE STATE BANK 

OJ'IOWA'CK 

A ...... J'eb. 7. 1869 J'eb.1.1860 J'eb.4. 1811 Ju17 7.1882 

SUftT .. v_ • 81.180.40 • 107.882.71 • 140.418.111 • 220.887.27 
S._. 171.MB.1ft 286.481.118 882.478.411 1S5II.877.88 
NO'l"R 0 .. _ •• 

... u 82.2118.00 811.168.00 Me.82II.00 4511.8114.00· 
Dv. no. _ •• 
... u 05.8e&.611 2«MI.714.82 Ma.fS89.M 6211.8118.87 

LoA" An DI .. " 
... ., 

aov ..... 166.414 •• 822.IIM.l1 1.188.888.113 1.176.Il00.l1li 
U. B. An B'I'.&'I'D 

.on. 
O_ •• I'I'D •• 27.8118.81 103.001.111 111.882.88 78.1144.67 

TO'I'AL A ...... 1108.8e& .113 1.1146.803.08 2.4II1II.111.118 3.128.1178.61 

LtADILn'I. 

OAPI'I'AL • 216.6150.00 • 473.020.00 • 114.130.00 • 737.170.00 
CIJlCVL.& '1'10. 108.7118.00 1:H.1113.00 162.408.00 1.1411.1136.00 
Dv. '1'0 _ •• 

... s. 82.7117 .18 47.866.11 28.0311.00 
D .. o ..... 236.883.31 767.1142.71 1.2711,4118.03 1.110.463.83 
o-r. •• I'I'D •• 6.I138.U 411.080.14 105.272.84 103.381.28 

TO'PAL LUDILJ'I'I •• 6113 • 8e&.113 1.1146.803.08 2. II1II.161.118 8.128.1178.61 

• lDcIuded United Btatea note. 
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TABLE I (continued) 

COJ(BINED STATEMENTS OJ' THE BRANCHES OJ' THE STATE BANK 

OJ'loWA 

A ... ft Dec. 7, 1863 Apr.4,1864 Jan. 2. 1886 Apr. 3, 186.'; 

S ... r.TT rUlfD 1 238,900.00 1251,006.154 1308,905.154 1338.228.74 
SPIICI. 440,285.22 418.710.01 389,802.11 151.0.9.24 
NOT •• or OTB.B 

_ ... lfll:. 734,056.02* 1.050.436.34* 1.300.481. 78* Sl1,84l.38· 
Du. r.o. Oftlll:. 

_ ... lfll:. 481,198.11 708.485.29 888,511.81 541.822.08 
LO ... If. AIfD DI. 

OOUlfft 2,123,148.10 2,241,283.49 2,488,382.53 1,859.388.89 
U. S .... lfD STATII 

_OlfD. 423,878.83 440.838.89 381.182.71 425,5(K.37 
On •• IT.". 10..882.81 123.824.50 122,844.95 132.537.99 

TOTAL A •• llft 4.528,122.89 5,235.482.08 15 •820 ,091.41 4.280.152.80 

LJABrLlTl •• 

CAPITAL 1 989.320.00 1994,320.00 11,«K8,200.00 11.011,000.00 
CIBCULA TlOIf 1;418.811.00 1.532.739.00 1,439,784.00 1.029.526.00 
Du. TO on •• 

_Alfll:. 51,228.82 91,181. 73 34.929.57 118.714.94 
D.po.lft 1.943.959.89 2.382,426.00 2,851.482.10 1,887.791.73 
Onll.IT .... 144,803.38 254.815.33 246,735.74 413.120.02 

TOT ... L LJABILlTI •• 4,528,122.89 6.235,482.08 6,820,091.41 4,280,152.80 

* Included United States notes. 

It will be noted that the Bank maintained a large vol­
ume of specie during the war period when it was no longer 
required to redeem its notes in specie. The" notes of other 
specie paying banks" included, after 1862, the United States 
notes and later national bank notes. Loans and discounts 
reached a total of about two and one-half millions. The 
high-water mark of the Bank's resources is shown to be 
January 2, 1865, when the combined resources were over 
five and one-half million dollars. Circulation reached its 
height in April, 1864, with a total of over one and one-half 
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million dollars. With the note circulation at its highest 
point, the deposits exceeded circulation by more than fifty 
per cent; thereafter the proportion of deposits to notes 
increased. 

PROFITS EARNED BY THE BRANCHES 

To its owners the institution was a source of very con­
siderable profit. Dividends declared by the branches had 
first to receive the approval of the Board of Directors of 
the State Bank. The record of the directors' action on the 
proposed dividends enables us to determine the amounts 
paid. Dividends were allowed semi-annually, but the banks 
were not regular in their payments. Considerable variation 
is found between the various branches, showing that mutual 
responsibility for notes did not in any way hamper the man­
agers of the various branches in making profits for the 
stockholders. Beginning with the meeting of November 17, 
1859, dividends were approved as shown in Table ll. 

In addition to the dividends paid, a surplus fund was 
created out of the earnings. During the consideration of 
the bill by the Senate various attempts were made to require 
that a certain proportion of the earnings be set aside as a 
permanent surplus fund.aoll No action was taken by the leg­
islature; but the directors ruled that before declaring the 
first dividend a contingent fund of one per cent of the paid­
up capital must be set aside. Later this surplus require­
ment was raised so that no dividend was to be permitted 
unless the branch had a clear surplus of ten per cent after 
declaring the dividend. This amount was soon reduced, 
however, to five per -cent.80S The abstracts of the state­
ments as published by the Bank do not show this surplus as 
a separate item. Accordingly it is not possible to determine 
the exact total profit. The heavy dividends allowed in May, 
1865, probably represent a distribution of this surplus to the 
stockholders. For some branches there is no such distri-
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TABLE II 

PER CENT OF DIVIDENDS PAID BY BRANCHES OF THE STA'l'E BANK OF IOWA3OT 

NAME O~ DATI: or Nov. 17, May 16, Nov. 14, May 15, Nov. 13, Ma.y 14, Nov. 12, May 13, Nov. 11, May 11, 
BRANCH ADMISSION 1859 1860 1860 1861 1861 1862 1862 1863 1863 1864 

DA.VENP ORT Oct. 1l,1858 8 4 12 10 10 10 12 10 30 

DEs MOINES Oct. 6,1858 7 7 7 • 7 5 10 10 10 15 

D UBUQUE Oct. 6, 1858 6 5 6 5 • 6t 
---

IowA CITY Oct. 6,1858 6 5 9 6 5 40 10 

KEOEUE Oct. 6, 1858 6 6 10 10 6 • 5 6 

MT. PLEASANT Oct. 6,1858 4 6 6 5 5 • 
MUSCATINE Oct. 6,1858 6 5 7 

OSXALOOSA Oct. 6,1858 10 9 6 • 6 
---

LYON" CITY Feb. 17,1859 20 12 ~ t 6 20 
---

BURLINGTON Mcb. 18, 1859 5 6 6, 5 6 6 10 6 20 20 
---

WA"UINOTON Mcb. 18, 1859 6 5 7~ • 25 70 

FT. MADISON Aug. 11, 1859 10 • 10 

MCGR EOOR Fob. 15, 1860 5 

COUNCIL BLUU8 Nov. 14,1860 14 .2·· 20 

M .. QUOXETA Feb. 10, 1864 

• Dividend not approved, 
t Approved at the meeting, February 12, 1863. 
t Dividend or 110 per sbare approved, approximately 12~% on paid up capital. 
, Approved at the meetIng, February 13, 1861. 

•• Dividend ot 112.50 per share approved, approximately 14.2 % on paid up capital. 
tt Approved at ~be meeting, February 15, 1865. 
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10 
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. bution shown, but a surplus fund must have existed in all 
oases. The directors were given authority over the prop­
erty when·the bank note obligation was met, so undoubtedly 
there was a distribution of assets either in the form of cash 
or of additional stock in the national bank which succeeded 
to the business. Moreover, the carefully guarded store of 
specie was worth a high premium over its book value when 
the banks closed their business as branches of the State 
Bank to become independent institutions. The minute book 
shows that on July 27,1865, the directors of the Iowa City 
branch voted to allow John Connell twenty per cent pre­
mium on his gold deposit. I,S As a matter of fact the gold 
premium was probably greater at the time, for the lowest 
premium in 1865 was twenty-eight and five-tenths per cent 
and the highest was one hundred thirty-four and four-tenths 
per cent. 101 

RECAPI'l'ULATION 01' THE RECORD OF THE BANK 

Through the perspective of more than half a century the 
career of the State Bank of Iowa appears most honorable. 
Its legislative founders bOOded sanely and well. The real 
credit for its success, however, must be given to the men 
who ruled its policies and practices throughout its existence. 
Its life history included the entire period of the Civil War. 
n we date its beginning from October 27, 1858, when the di­
rectors first met in Iowa City, and 'fix its closing date on 
November 22, 1865, when the records of the Bank were 
closed with the informal meeting in Davenport, the period 
of its existence was seven years and twenty-five days. But 
it can hardly be said to have conducted business that long, 
for before the final date the office in Iowa City was closed 
and the branches were carrying on business under national 
charters. 

The Bank's success might be measured in various ways, 
but among the most important three may be mentioned: its 
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ability to make satisfactory returns to the owners; its serv- . 
ice in supplying a reliable bank currency; and its skill in 
avoiding political entanglements. Evidence of success in 
the first of these particulars has already been furnished by 
the dividend record of the institution. Its record of earn­
ings compares favorably with that of the highly successful 
State banks of Indiana and Ohio, and furnishes a striking 
contrast to the State-owned State Bank of Illinois, which 
cost the State treasury about half a million dollars in addi­
tion to heavy losses by individuals.810 

In estimating the ability of the State Bank to supply a 
sound bank currency the period during which the Bank 
ensted must be considered. A study of the mixed and de­
preciated currency of that day emphasizes the importance 
of a uniform bailk currency always redeemable at par in 
legal tender funds. The notes of the State Bank of Iowa 
deserved and won the public confidence and filled an im­
portant place in the circulating medium of Iowa. 

A third test for a bank of that period was its ability to 
keep out of politics. The Second Bank of the United States 
had been a political football for nearly ten years. The 
Miners' Bank of Dubuque was the center of a political 
struggle in the Territory of Iowa throughout its stormy 
career. Banks in neighboring States were smirched by po­
litical graft and corruption. Even the State Bank of In­
diana was unable to keep out of politics; and its successor, 
the Bank of the State of Indiana, chartered in 1855, was 
conceived amid graft and corruption.8ll No political stain 
soils the record of the State Bank of Iowa. 

Its services to the public and to the State in the hour when 
the soldiers of Iowa were arming to preserve the nation's 
unity have been recounted. To a splendid business record, 
it thus added financial service to the State in the time of 
need. In the words of its able President: "It lived and 
operated to benefit and to bless, and it died to give place to 
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the Nation's favorite, and its record ought to be an inspira­
tion and a benediction in the world of commerce, and its 
history a beacon star in the firmament of honest finan­
ciering. "811 
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ESTABLISHMENT OF THE PRESENT BANKING 
SYSTEM 

When the State Bank of Iowa ended its career and ita 
branches became a part of the national system, an epoch in 
Iowa banking history was closed. All State laws devised 
especially to regulate banking became obsolete when the 
Federal government taxed out of existence the notes of 
State banks. There are many banks now in Iowa which 
began their career before the Civil War, but with a very few 
exceptions they were formerly either private banks or 
branches of the State Bank. The exceptions are banks in­
corporated under the general incorporation law to carry on 
a banking business, not involving the function of note issue. 
The Miners' Bank of Dubuque was a bank of issue; the regu­
lations in the free banking law were chiefly to protect note 
holders; the purpose of the State Bank plan was to unite the 
branches in mutual responsibility for the notes which they 
had issued. 

After the Federal legislation of 1865 became effective, 
the function of note issue was entirely given over to the 
national banks. For a decade State legislation gave little 
special recognition to banking. Authorized banking in Iowa 
was centered in the national banking system. Moreover, the 
national banking law furnished the model for the later State 
legislation. At the outset some of its supporters expected 
the national system to attain a monopoly of banking, and 
this is a partial explanation for the failure of the States 
generally, Iowa included, to provide for banking under 
State law.atl 
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The need for a uniform and sound system of note issue 
had long been felt in the United States. Conditions in Iowa 
which have been described elsewhere were typical of the 
situation in the entire country. Political entanglements 
caused the death of the Second United States Bank by the . 
close of the year 1836. Its demise was followed by several 
unsuccessful attempts to establish a third United States 
bank. In 1846 the Independent Treasury System was per­
manently established to care for public funds. Note issues 
were fairly uniform in quality, while the first and second 
United States banks were in existence because of their pol­
icy of discriminating against banks which did not redeem 
notes promptly in specie. Thereafter examples of good and 
bad banking are to be found in different States at the same 
time and in the same State at different times. On the whole, 
by 1860, the eastern States were on a sound basis, while the 
West and South, with a few notable exceptions, such as 
during the period of the State Bank of Iowa, were still pass­
ing through a period of "wild cat" banking. 

omGIN OF THE NATIONAL BANKING BYBTE)( 

Exigencies of war brought the next national reform in 
ba:nking .. In the necessity of the times the national banking 
system had its birth. In 1861 Salmon P. Chase, formerly 
Governor of Ohio, became Secretary of the Treasury. In 
his finance report for 1861 Secretary Chase presented to 
Congress the advantages to be derived from a national cur­
rency. His hope was pinned to a system which would make 
use of the existing banking institutions on a voluntary 
basis.114 

The germ of the national bank idea is to be found in the 
free banking system first adopted in New York in 1838. 
This provided for a system of local banks each authorized 
to issue notes secured by the deposit of State securities. 
The fundamental idea of the national banking system was 
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the same, except that national securities were to be used as 
the basis of circulation. This would, it was thought, achieve 
two main purposes: provide a uniform and sound currency, 
and create a market for government bonds. 

Abundant evidence may be found of the demand for 
uniformity in the currency. An article "By a Western 
Banker" in H ""'lit's M ercha'llts' Magazine for January, 1863, 
describes the situation very well : 

In the West the people have suffered for years from the issues of 
almost every State in the Union, much of which is so irredeemable; 
so insecure, so unpopular, as to be known by opprobrious names 
rather than the money it pretends to represent. There the fre­
quently worthless issues of the State of Maine and of other New 
England States, the shinplasters of Michigan, the wild cats of 
Georgia, of Canada, and Pennsylvania, the red dogs of Indiana and 
INebraska, the miserably engraved notes of North Carolina, Ken-

o tucky, Missouri, and Virginia, and the not-to-be-forgotten stump­
tails of Illinois and Wisconsin are mixed indiscriminately with the 
par currency of New York and Boston, until no one can wonder 
that the West has become disgusted with all bank issues and almost 
unanimously demand that such a currency shall be taxed out of 
existence, and give place to a uniform national currency.1lI 

Not only was there want of uniformity of notes u origin­
ally issued, but alterations and counterfeits added to the 
confusion. Dewey says regarding the then existing condi­
tions: "All told, about 7000 different kinds of notes circu­
lated, to say nothing of successful counterfeits. Over 3000 
varieties of altered notes were afloat, 1700 of spurious notes, 
and over 800 varieties of imitations, making more than 5500 
varieties of fraudulent notes . . . . In 1862, only 253 banks 
issued notes which had not been altered or imitated. ''lI18 

Although the plan of Secretary Chase received little sup­
port in Congress in 1861, he renewed the proposal in his 
second annual report in December, 1862. At that time he 
asserted that the bonds needed as security for circulation 
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would amount to $250,000,000. Pointing out'the advantage 
to be gained from a considerable and continuous market for 
bonds as a further argument for the proposed system of 
national banks, he urged also the advantage of having a 
system of government supervised banks as depositories for 
the public money then being collected under the internal 
revenue law of July 1,1862. 

Secretary Chase had the support of President Lincoln 
and his cabinet, but found it difficult to get influential back­
ing in Congress. The support of Senator John Sherman 
was probably most effective in securing the passage of the 
measure which was approved by the President on February 
25, 1863. This law was repealed and a new measure enacted 
on June 3, 1864. In its essential features this legislation 
persisted as the legal basis for the national banking system 
until the passage of the Federal Reserve Act.a1T 

The most important features of the national bank act as 
amended in June, 1864, are easily described. There was 
established in the Treasury Department a separate bureau 
which should have charge of the issue and regulation of the 
national currency, the chief officer of which was designated 
the Comptroller of the Currency. Banking associations 
might be formed by not less than five persons uniting to 
form. an organization. The minimum amount of capital was 
fixed at $50,000 for places of less than 6000 population, 
$100,000 for places not exceeding 50,000 population, and 
$200,000 for all other cities. 

Banking associations were chartered for twenty years. 
They were permitted to discount ana negotiate promissory 
notes, drafts, bills of exchange, and other evidences of debt, 
to receive deposits, deal in coin, bullion, and exchange, make 
loans on personal security, and issue notes for circulation. 
Banks were not permitted to hold real estate except such as 
was necessary for the transaction of their business or such 
8S was taken in good faith in collecting a debl The latter 
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could not be held for more than five years. Investment in 
real estate mortgages was also forbidden. 

Banks were forbidden to make loans on the security of the 
shares of their capital stock. No person or firm was to be 
permitted to become indebted to the banking association for 
a sum in excess of ten per cent of the capital, except for 
bona fide discount or purchase of bills receivable. 

Each bank was required to deposit in the office of the 
Treasurer of the United States interest-bearing bonds of the 
United States to an amount not less than $30,000 nor less 
than one-third of the capital stock, which were to be held 
to secure circulation. Notes of denominations from $1 to 
$1000 might be issued to the extent of ninety per cent of 
the value of the bonds deposited. The aggregate volume of 
national bank notes was limited to $300,000,000.818 

ESTABLISHMENT OF NATIONAL BANKS IN IOWA 

The First National Bank of Davenport, Iowa, has the 
honor of being the first national bank in the United States 
to begin business under the new law. Application for its 
charter reached Washington on February 26, 1863, one day 
after the bill was approved by the President. The bank was 
No. 15 on the list officially acted upon by the Department on 
June 22nd and it retained this number until it was rechar­
tered in 1882. Pending official approval, books had been 
opened for SUbscriptions to shares on May 25th. In three 
days the entire $100,000 were subscribed. On Monday, June 
29, 1863, the bank opened its doors for business, two days 
before any other national bank in the United States. Its 
deposits on that date were $80,506.93. Its first installment 
of notes amounting to $26,000 was received on January 21, 
1864. These notes were the second lot to be engraved, those 
of the First National Bank of Washington, D. C., being the 
first. The bank occupied the "Marble Bank" building 
erected in 1857 by Cook and Sargent. A new building has 
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been built and the bank's charter has been renewed, but the 
bank still continues to do business on the original site.8le 

Other national banks were soon established in Iowa. The 
First National Bank of Iowa City was opened for business 
on July 13, 1863. It was established with a capital of 
$50,000 subscribed in three days. In pointing out the advan­
tages of the new system a local newspaper called attention 
to the safety of the note issues because II a aoUar ana eleven 
cents" of United States bonds were to be held for every 
dollar of circulation, in addition to which there were the 
assets of the bank and the double liability of stockholders. 
Uniformity of the currency was also emphasized as a prized 
boon. The first installment of notes actually appeared sev­
eral months later. In commenting on these new notes the 
same newspaper said: "The Public have long waited for 
the appearance of this currency which is beautiful as a work 
of art, and will soon become as familiar as the old Green­
backs. ' '1120 

The third national bank in Iowa was opened for business 
on August 17, 1863, at Lyons City. It changed hands on 
January 4, 1864, and was later merged' with the branch of 
the State Bank of Iowa of that place. These three banks 
were the only ones that had actually commenced business by 
October 1, 1863, the date when the Comptroller secured the 
first quarterly reports from the banks. Three other banks 
had been granted charters before December 1, 1863; and by 
October 1, 1864, there were twenty national banks in Iowa. 
In 1866 this number had grown to forty-five, but it was not 
further increased until 1871.811 

During the early life of the national system it seems to 
have been most readily accepted in the western States where 
the size of the banks was small. Secretary Chase, who had 
expected a large number of existing banks to enter the s~s­
tem, was disappointed in the number and especially in the 
size of these banks. A committee of the New York Clearing 
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House in November, 1863, maintained that a considerable 
number of banks had joined, but that they were small banks 
of $50,000 or $60,000 capital. This committee went so far 
as to charge that many of these banks were banks of circu­
lation only, of the familiar "wild cat" type-not regular 
banks of deposit and discount.82l1 The Iowa banks were 
small because conditions in Iowa did not then warrant large 
banks, but they were unquestionably banks of deposit and 
discount as well as of circulation. As evidence of their 
soundness it may be stated that during the first ten years of 
the history of national banking in Iowa, only one failure is 
recorded. aaa 

Incomplete records of the First National Bank of Iowa 
City indicate that Iowa banks did their share toward realiz­
ing the hope of the founders of the national system that the 
banks would assist in selling bonds to the public. During 
the first six months of 1865 this bank alone sold over a half 
million dollars' worth of the seven-thirty notes-so-caUed 
from the interest rate. The local newspaper in commenting 
on the loyalty of the community in taking the loan also com­
mended the "persevering effort" upon the part of the bank 
in introducing it. The First National Bank of Davenport 
al.so pushed the sale of government securities. On May 28, 
1864, its officers forwarded a remittance of $200,000 as 
proceeds of the sale of government bonds.au This first in:. 
stallment was the result of only a few months of operation. 

PBIV ATE BANKING 

Aside from the national banks, the only banks in Iowa 
during this period were private, unincorporated institutions 
and a few banks incorporated under the general incorpora­
tion laws of the State. Neither of these types was subject 
to any special regulation. The private banks were much 
more numerous than any other class. Since they were not 
required to make any reports and were unincorporated in-
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stitutions, there are no entirely satisfactory and reliable sta­
tistics concerning the number and resources of these insti­
tutions. The laws of the United States required that re­
turns be made to the Commissioner of Internal Revenue, for 
purposes of taxation, of the capital and deposits of all banks 
whether authorized or private institutions. In 1876 the 
Comptroller of the Currency compiled and' published a 
study of banking in the United States, obtaining data from 
the Commissioner of Internal Revenue concerning other 
than national banks. His tables group together State banks, 
savings banks, trust companies, and private banks. The 
data given are for the six months ending November 30, 1875. 

Iowa is credited with 241 State, savings, and private banks 
having capital of $4,223,639 and deposits of $9,484,568.8211 

The State Auditor's report for 1875 gives a total of nineteen 
savings banks and twenty-three State banks.8u Although 
the dates of the two reports are not identical they fall suffi­
ciently close together for purposes of rough comparison. 
Deducting the forty-two State chartered banks from the 
Comptroller's total of 241 gives us virtually 200 private 
banks in Iowa in 1875. Homans' Banke,.s Almanac gives 
a total of 201 in 1877.827 The approximate agreement of 
these figures taken from independent sources is fairly good 
evidence that the number 200 is nearly correct. 

The roots of these private banks go back to the period 
before the establishment of the State Bank of Iowa. The 
attempt to prohibit banks had resulted in the formation of 
a large number of unauthorized firms to carry on banking 
business. Although denied the right of note issue, business 
men had found it profitable to maintain banks to exercise 
the other functions of a commercial bank. The panic of 
1857 had swept many of these institutions out of existence, 
but others took their places. The terms of the free banking 
law of 1858 had not appealed to them and none sought char­
ters under its provisions. Branches of the State Bank were 
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denied to several private institutions which sought to be 
admitted. 

Most of the branches of the State Bank and many new 
associations were attracted by the national banking system. 
The national banks enjoyed superior credit in the minds of 
most people, hence there were advantages in incorporating 
under that system. On the other hand, there were certain 
disadvantages which operated to prevent the conversion of 
existing institutions into national banks. 

Chief among the disadvantages was the high minimum 
capital required of national banks. Under the national 
banking law before 1900, the smallest capital permitted was 
$50,000; whereas most of the communities where banks were 
needed to furnish credit were small, chiefly agricultural, and 
could not provide so much capital.328 A second important 
obstacle to the growth of the national system was the ina­
bility to loan on real estate security. In Iowa considerable 
money was of necessity loaned to the farmer whose best 
security was his land. This disability was not removed until 
the passage of the Federal Reserve Act in 1913. The private 
and State bankers have therefore been freer in this respect 
than the national banker. 

Among bankers, as among other business men, there has 
existed a desire to be free from supervision and restrainl 
Gradually there had been forced upon the bankers a recog­
nition of the necessity for public regulation of note issue. 
But they were unwilling to submit to control where the 
operations were chiefly discount and deposil Profitable as 
the right to issue notes was during the first two decades of 
the national banking system, there is no doubt that many 
bankers were willing to forego this source of profit in order 
to be able to conduct their own business free from govern­
ment supervision. It is probably true that in proportion 
to capital employed, private banks were no less profitable 
than national banks. Probably there was also a fear on the 
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part of private bankers that taxation would be heavier if 
they were incorporated. Certain it is that such a reason 
was urged later by private bankers against compulsory 
incorporation. 

STATE BANKS 

In earlier years the right of note issue had been regarded . 
as a very valuable privilege of the banker. Banking meth­
ods, however, were changing by the mid-nineteenth century 
so that banks were no longer dependent on note issue as a 
source of profit. The expectation, therefore, that existing 
State or private institutions would be forced into the na­
tional system or out of the banking business was not fully 
realized. In 1860 there were 1562 State banks in the United 
States. As a result of the repressive influence of the Na­
tional Bank Act, this number was reduced to 247 by 1868. 
State banking laws were generally repealed, or rendered 
obsolete by the fact that most of them were intended to regu­
late banks of issue.8n The general or free banking law of 
185S-never used and now obsole~was repealed by the 
General Assembly of Iowa in March, 1870.880 For five years 
the State Bank of Iowa had been out of existence. 

In 1860 a law was passed which required' that all banking 
associations incorporated under the general incorporation 
laws of the State make regular quarterly reports of their 
condition to the Auditor of State,881 but no other laws were 
enacted to provide a system of State banks, and so private 
banks flourished unregulated where the national banks were 
not adapted to the local conditions. In this respect Iowa 
was not more backward than other States. Even as late as 
1892 there was scarcely any State banking legislation. In 
a digest of State statute law, Mr. Stimson said: "It seems 
unnecessary to incorporate the state banking laws in this 
edition. Nearly all the States, except the newer States and 
Territories, have special chapters in their corporation acts 
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concerning banks and moneyed institutions, but these chap­
ters are usually of old date, and have practically been super­
seded for so long a time by the national banking laws that 
they have become obsolete in use and form.,,.81 

The law of 1860 requiring that reports be made by State 
incorporated banks seems to have been largely ineffective. 
No reports were published by the Auditor-if, indeed, any 
were received.aaa Before 1870 corporations were permitted 
to file their articles of incorporation with the county re­
corders. Since banks were subject only to the general in­
corporation laws they were not required to secure a certifi­
cate from the Auditor or any other State official before 
commencing business. Complete data concerning banks in­
corporated under these conditions is not available, but 
partial records show that banks were incorporated under 
the general law even before the revision of the Constitution 
in 1857. The Des Moines County Savings Bank, incorpo­
rated at Burlington in 1856, the Merchants Insurance Com­
pany and Burlington Savings Bank, incorporated on April 
24,1857,"4 the Davenport Savings Institution, organized. on 
January 25, 1864, as an auxiliary of the First National 
Bank of that place,aall the Keokuk Savings Bank, incorpo­
rated on December 19, 1867,"8 and the German Savings 
Bank of Davenport, dating from April 1, 1869,'87 are exam­
ples of early banks seeking State incorporation. 

In 1870 an amendment to the general incorporation law 
required the filing of articles of incorporation in the office 
of the Secretary of State within three months after the law 
went into effect. laa But even after the passage of this 
amendment the banks did not all comply with the law. Such 
records as are held by the Secretary of State show that five 
banks were incorporated in 1870, nine in 1871, ten in 1872, 
and twenty in 1873-a total of forty-four.II' According to 
the Auditor's testimony, a considerable number of banks 
ensted, incorporated under the law before the amendment 
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of 1870, whose articles were not recorded. He treated all 
such as not incorporated and refused to recommend the ap­
pointment of receivers for those that failed. In 1873 in­
corporated banks were required to make reports to the 
Auditor of State, but. he called for statements only from 
those whose articles were recorded with the Secretary of 
State. Twenty-three banks-fifteen savings and eight State 
banks-reported on September 26, 1873. The panic of 
1873 had swept some banks out of existence, but incomplete 
records, quite as much as liquidations, account for the 
smaller number. Two years later the first satisfactory sta­
tistics of State incorporated banks were secured. At that 
time forty-two banks-nineteen savings and twenty-three 
State banks-made reports.I4O 

The Code 011879 contains the first effective regulations 
concerning State banks. In it the provisions of the law of 
1860 specifying that quarterly reports should be made to 
the Auditor were reenacted, with the amendment that, in­
stead of the report being due on certain specified dates, the 

. Auditor was required to call for a statement as shown by the 
books of account upon some specified past day. The Audi­
tor was also authorized to make, or cause to be made, an 
examination of any banking association operating under the 
general incorporation law. The minimum amount of paid­
up capital allowed for State incorporated banks was fixed 
at $25,000 for banks in towns having a popUlation not ex­
ceeding 3000 and $50,000 for banks in all other towns or 
cities. It was the duty of the Auditor to see that this capital 
requirement was fully met before issuing a certificate to the 
stockholders of a bank authorizing them to commence busi­
ness. Without such a certificate no State incorporated bank 
could legally carry on its business. The Auditor was also 
charged with the duty of notifying the Attorney General 
whenever he was satisfied that a bank was insolvent, which 
was then to be placed in the hands of a receiver and its 
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affairs wound up. In settling its obligations the depositors 
were to be regarded as preferred creditors. These pro­
visions of the Coae of 1873, with revisions and amendments, 
remain as the basis for regulation of State banks in Iowa up 
to the present time.Ut 

THE SAVINGS BANK LAW OF 1874 

Even before the enactment of the Coae of 18'13, the pro­
visions of which applied to savings banks also, Governor 
Samuel Merrill in his second biennial message of January 
10, 1~72, recommended that laws be passed regulating sav­
ings banks.a42 His successor, Governor Cyrus C. Carpenter, 
called attention to the fact that the provisions as set forth 
in the Code did not meet- the req~irements of a sound sav­
ings bank law. He made certain recommendations and 
urged the legislature to act on the matter.ua The Fifteenth 
General Assembly passed the needed legislation and thus, 
on March 21, 1874, established the savings bank system of 
Iowa. 

Under the terms of the law of 1874 five or more persons 
were permitted to incorporate under the general incorpora­
tion laws for the purpose of establishing a savings bank. 
Detailed instructions were laid down according to which 
existing savings banks were required to reorganize so as to 
conform before July 1, 1875, to the provisions of the act. 
The articles of incorporation were to be filed in the county 
recorder's office and a certified copy deposited in the office 
of the Secretary of State. Incorporation could be for a 
maximum of fifty years; and the ordinary powers of a cor­
poration were vested in these banks. 

The minimum amount of capital was fixed at $10,000 in 
towns of less than 10,000 population and $50,000 in larger 
towns. Shares of stock could not be issued until certified 
by the Auditor as fully paid. If the Auditor deemed it neces­
sary he was authorized to make a personal examination of 
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the bank and its condition before granting the right to 
begin business. Shares must be $100 each. Double liability 
for shareholders was prescribed, and the liability of a share­
holder was not affected if the bank became insolvent within 
six months after the transfer of the shares on the books of 
the corporation. In any case where it was desired to in­
crease the capital stock, two-thirds of all the stockholders 
must favor the increase. 

Control of each of the banks was vested in a board of 
from five to nine directors or trustees, elected annually by 
the stockholders from among their own number. Citizen­
ship in the State and bona fideewnership of the stock stand­
ing in their names on the books of the bank were qualifica­
tions for directors, and they were not to receive any pay for 
their services. In the selection of directors the share­
holders were to vote at the ratio of one share one vote, 
proxies being allowed. The directors had power to choose 
the officials and to appoint the cashier and the subordinate 
clerks and helpers. 

The deposits which the bank might receive were limited 
by law to ten times the paid-up capital of the bank-that is, 
a bank with the minimum capital of $10,000 was restricted 
to a maximum of $100,000 deposits. The capital was to be 
regarded as a guarantee fund for the better security of the 
depositors. In view of the fact that the investments of a 
savings bank are presumably not so liquid as those of a 
commercial bank, the banks were given the power to require 
sixty days' written notice of withdrawal of deposits. This 
requirement might be- waived at any time at the discretion of 
the directors. In practice it has been exercised only on such 
occasions as the panic of 1907. Banks desiring to stop in­
teresi on any deposit might do so by sending notice to the 
depositor to close- his account. An account left ten years 
without addition or withdrawal was closed automatically, 
except in case of endowment for children or trust estates 
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where special provision had been made. Banks might 
also issue certificates of deposit payable on demand. The in­
terest to be paid was left to the regulation of the directors. 
Before paying any dividend the directors were required to 
set aside enough of the earnings to pay interest to the 
depositors and all expenses of the bank. No surplus was 
prescribed, nor was there any limit set to the amount of 
dividend that might be paid. 

The investment of the funds of savings banks was limited 
as follows: 

1. Stocks or bonds or interest-bearing notes or certifi­
cates of the United States. 

2. Stocks or bonds or evidences of debt bearing interest, 
of this State. 

3. Stocks, bonds, or warrants of any city, town, county 
or school-district of the State. Not over twenty-five per 
cent of the assets of any bank could be of this class. 

4. Real estate mortgages upon unincumbered Iowa land 
worth at least twice the amount loaned thereon. 

5. Commercial paper, notes, bills of exchange, drafts, 
or other personal or public security. Loans on, or pur­
chase of, its own stock was, however, strictly forbidden. 

6. In the case of real estate loans all expenses must be 
paid by the borrower. In case buildings were included in 
the valuation, insurance must be provided by the borrower 
for the protection of the bank. 

In its permanent ownership of land the bank was limited 
to the lot and building in which the business of the bank 
was carried .on. Other real estate could be purchased at 
sales upon foreclosure of mortgage owned by the bank or 
upon judgment for debts due. Land so acquired must be 
sold within ten years after acquisition. The limitation on 
loans to anyone person or firm was :fixed at ten per cent of 
the paid-up capital. In computing the money borrowed, 
however, it was provided that the discount of bills of ex-
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change, drawn against actually existing values, and the dis­
count of commercial or business paper actually owned by 
the persons or firm negotiating the same, should not be 
included. 

Supervision of savings banks was placed with the Auditor 
of State, who was authorized to certify to the articles of 
incorporation, call for statements, make examinations, and 
report to the General Assembly with recommendations. 
Quarterly statements of condition were to be made to him 
also. These were to be made on some past date designated 
by the Auditor. 

The Auditor was empowered to make, or cause to be made, 
an examination of any banking association conducting busi­
ness under the acl He was authorized to appoint examiners 
with power to administer oaths and compel the attendance 
of witnesses in the same manner as authorized in the State 
courts. Banks were required to produce necessary books 
and papers for the examiner, and the expense of examina­
tion was to be borne by the bank, the amount being fixed by 
the Auditor. Heavy penalties were prescribed for making 
false entries or statements. The duty of the Auditor in 
cases where he considered the bank unsafe consisted in noti­
fying the bank to discontinue its unsafe practices and con­
form to the law. In case of refusal he must report to the 
Attorney General, who would institute proceedings under 
the law relating to insolvent incorporations. 

The use of the word" savings" in the title of any banking 
association or private bank not under the act was strictly 
forbidden; and the prohibition included its use in any sign, 
advertisement, card, circular, or any other similar method 
of displaying the word.au 

The Auditor of State was required to report the condition 
of savings banks at every regular meeting of the General 
Assembly. In his report of 1875, where nineteen savings 
banks are enumerated,an is to be found the first official 
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record of banks incorporated under the savings bank law. 
From that date to the present, reliable statistics of savings 
banks are available. Although the law of 1874 has been 
amended from time to time it still retains most of its orig­
inal features. 
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1875-1921 

Amendments to the national banking act which came early 
in 1875 broadened the scope and increased the power of 
national banks.uS The Oode of 18'lS defined and regulated 
State banks. By 1875 all of the savings banks had reorgan­
ized to conform to the law passed in 1874. The State Audi­
tor reported in 1875 that both classes of State regulated 
banks were making regular reports of their condition. 847 

Private banks remained unregulated; but, since the same 
condition has continued down to the present, data regarding 
them are only approximate for any period. Certain fairly 
reliable and continuous statistics beginning about 1875 are 
available and satisfactory for comparative purposes. Sepa­
rate data on loan and trust companies are not available until 
a considerably later period. On the whole, however, the 
year 1875 may be chosen as marking the beginning of the 
present system of general banking in Iowa. Changes and 
amendments have taken place in national and State law, but 
with the exception of loan and trust companies no new type 
of general bank has been recognized. 

NATIONAL BANKS 

The amendment of the national banking law of 1875 
brought about what may be termed "free banking" under 
the national system. The volume of national bank notes 
under the act of 1864 had been limited to $300,000,000. This 
was apportioned to the States, one-half on the basis of popu­
lation and the other half "with due regard to banking capi­
tal, resources, and business." This limit on circulation 
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being soon reached, the cry was raised that the older sec­
tions of the country had a monopoly. The absolute inelas­
ticity made it impossible to organize new banks except as 
old ones went out of business .. The limit was raised in 1870 
to $354,000,000; but still there was dissatisfaction. On Jan­
uary 14, 1875, Congress passed the specie resumption act 
coupled with which was the "free banking" amendment. It 
repealed the inelastic maximum limit to the volume of out­
standing national bank notes.ad 

Dissatisfaction which had been aroused with the national 
banks was not allayed by the passage of the amendment of 
1875. The opportunity to organize new banks was taken 
advantage of in the undeveloped sections of the South and 
West, but there was still a lack of banking capital. This 
need was misunderstood to be a need for more currency. It 
was believed that United States notes rather than national 
bank notes would best meet the situation. The Greenback 
movement, with its demand for a substitution of Greenbacks 
for national bank notes arose. Comptroller Knox in his re­
ports in 1875 and 1876 showed the fallacy of the "double 
profit" on circulation argument, but his reasoning was not 
convincing. During the years immediately following the 
Civil War the profit on circulation may have been considera­
ble, but no better argument is needed to show that by 1875 
the charge was without foundation than the decline of about 
twenty-five millions in the circulation between October, 
1875, and the corresponding date in 1876. In Iowa the maxi­
mum circulation attained during the first thirty-five years of 
the national system was reached in 1874. In that year the 
amount was $5,220,000; two years later the total was $3,-
881,000. Perhaps the liquidation following the panic of 
1873 was responsible in part for this sharp decline, for 
there was also a decrease in the number of banks and total 
assets in these two years, but this decrease was less pro­
nounced than the falling off in circulation.ulI 
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Despite the weakness of its case against the national 
banks, the Greenback movement grew and the party was 
strongly supported in the State. Iowa was largely an agri­
cultural Commonwealth, whose farmers were in debt for 
land purchased and improvements made. Declining com­
modity prices were unwelcome and any promise of cheaper 
money was likely to win support. In the Congressional cam­
paign of 1878 two Iowa Greenbackers, James B. Weaver and 
E. H. Gillette were elected to the House of Representatives. 
Their support came mainly from the rural townships. In 
that campaign 1,000,365 votes were cast for the Greenback 
party in the entire country, and Iowa was credited with first 
place in number of votes cast for the party. In 1880 James 
B. Weaver of Iowa was the presidential candidate of the 
Greenback party. The total vote cast for him was only 
about one-third of that cast by the party in 1878, Iowa giv­
ing him only 32,701 votes.3IIO 

The notes of national banks which had reached a high 
level in 1882-1883 began thereafter to decline. Surplus 
revenue coming into the United States Treasury was used 
for the purchase of bonds at a premium, and bonds with a 
par value of $100 sold as high as $130 in 1888. This greatly 
reduced the volume of outstanding bank notes. Between 
1883 and 1890 the total bank note currency fell from $361,-
882,000 to $122,928,084 notwithstanding the growth of prop­
erty and trade activity.sllt This was only a little more than 
one-third of the volume in 1883. . 

Under the act of 1864 a bank was required to deposit 
bonds equal to one-third of its capital stock. An amendment 
of 1882 fixed the minimum amount of bonds to be held by 
national banks at not less than one-fourth of the capital 
stock but no bank was required to hold bonds in excess of 
$50,000.1111 Regardless therefore of the profit which might 
be expected from note issue a national bank was compelled 
to own a certain amount of bonds. In 1890 it appearp that 
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291 new national banks issued currency only eighteen­
hundredths of one per cent in excess of the legal minjmum 
amount of bonds which they were required to deposit ac­
cording to the terms of the law.ul 

In Iowa a similar decline was taking place. The recovery 
after 1876 had continued until 1882, when the circulation 
was again close to the $5,000,000 mark. In 1890 Iowa banks 
had outstanding only $2,667,000 of notes-the lowest figure 
since 1865. The number of banks had increased from sev­
enty-five in 1880 to one hundred and thirty-nine in 1890, 
and their assets had more than doubled.IM The failure of 
the national banks in Iowa to increase in number as rapidly 
as State chartered institutions during the decade of the 
eighties may be attributed in part to the fact that note issue 
had become unprofitable. 

A reason for choosing national instead of State incorpo­
ration was the prestige derived from membership in the 
national system. Investors and depositors alike looked 
upon the national bank as a more desitable place in which 
to put their money. In dealings between citizens of differ­
ent States the national bank had advantages in competition. 
As offsets to these points in favor of the national system 
there were certain advantages arising from incorporation 
under State laws. The State chartered banks were per­
mitted to make real estate loans; the State law allowed an 
individual liability of twenty per cent of the capital, while 
the national banks were limited to ten per cent; the reserve 
requirements were less stringent; and the capital required 
was considerably lower, the minimum amount being $10,000 
for savings banks, $25,000 for State banks, and $50,000 for 
national banks. National banks, therefore, were unable to 
maintain the lead against the State authorized institutions. 
The number of State and savings banks exceeded the na­
tional banks in 1890 and their combined assets surpassed. 
those of the national banks three years later. The growth 
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of resources in the national banks and a comparison with 
those of the State chartered banks is shown in Chart L 

In 1900 the national banking law was amended so as to 
permit the issue of circulation up to the full par value of 
the bonds deposited, instead of the former limit of ninety 
per cent, the tax on circulation, secured by two per cent 
bonds, was reduced to one-half per cent annually; and per­
mission was granted for the establishment of national banks 
in towns of 3000 or less, with a capital of $25,000.81111 The six 
years following these changes saw an increase of more than 
one hundred in the number of national banks, a doubling of 
circulation, and an increase of about seventy per cent in 
total assets. Many of the new national banks were the re­
sult of the rechartering of existing State institutions under 
national law; but while the national banks were increasing 
in number and strength an even greater growth of State 
chartered institutions was taking place. Chartered banks 
were also gaining at the expense of the private banks.l • 

This general growth in" banking institutions, indicated in 
Table m, was an accompaniment of a period of great pros­
perity and business activity. In Iowa the growth of banking 
resources, scarcely checked by the panic of 1907, has con­
tinued until the present time. The important modifications 
of the national system which came with the passage of the 
Federal Reserve Act in 1913 are discussed in Chapter X. 
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TABLE ill 

NullBEB, DEPOSITS, CAPITAL STOCK, AND TOTAL AssETs OF THE 

NATIONAL BANKS IN IOWA, 1863-192()11T 

DAft Nu •••• D •• oaI'J'II CAPITAL STOCK TOTALA ... T8 

1883 8 • Mli.OOO • 97.000 • 890.000 
IBM 20 1.698.000 1.146.000 4.0IM.000 
11106 sa 6.110.000 8.198.000 11.128.000 
1883 46 4.890.000 8.722.000 18.079.000 
1887 46 6.2114.000 3.842.000 18.623.000 
1883 44 6.444.000 3.692.000 14.809.000 
1_ 48 6.2112.000 3.742.000 18.891.000 
1870 48 6.248.000 3.802.000 14.306.000 
1871 67 7.014.000 4.780.000 18.097.000 
1872 70 7.868.000 6.682.000 20.926.000 
1878 76 9.880.000 6.812.000 22.902.000 
1874 76 9.212.000 6.017.000 28.208.000 
1876 81 10.861.000 6.362.000 24.932.000 
1876 78 8.0IM.000 6.287.000 21.198.000 
1877 78 7.842.000 6.067.000 20.808.000 
1878 76 7.129.000 6.967.000 19.619.000 
1879 78 8.762.000 6.707.000 21.126.000 
1880 76 11.608.000 6.867.000 24.842.000 
1881 76 16.770.000 6.960.000 29 .. 997.000 
1882 88 16.1 •• 000 7.186.000 82.806.000 
1888 110 16.648.000 9.066.000 36.266.000 
IBM 128 16.124.000 10.146.000 36.809.000 
1886 126 17.064.000 10.166.000 86.846.000 
1888 128 17.814.000 10.296.000 87.902.000 
1887 128 19.286.000 10.160.000 •• 810.000 
1888 129 21.278.000 10.148.000 41.841.000 
1889 183 21.182.000 10.686.000 42.671.000 
1890 189 26.800.000 11.820.000 61.188.000 
18111 161 28.BM.OOO 18.460.000 M.881.000 
18112 161 82.296.000 14.620.000 82.866.000 
18118 1. 24.624.000 14.700.000 62,830.000 
1894 100 27.490.000 18,866.000 116.326 .000 
1896 167 24.897.000 18.480.000 62.587.000 
1896 166 . 28.726.000 18.096.000 60.100.000 
1897 I. 27 .1102.000 13.020.000 116.224.000 
18118 168 82.871.000 13.160.000 64.118.000 
1899 172 42.288.000 18.800.000 81.937.000 
1900 198 49."'1.000 14.036.000 94.829.000 
1901 221 61.677 .000 1/5.032.000 116.321.000 
1902 280 66.686.000 16.486.000 117,700.000 
1903 268 64.836.000 16.582.000 118.279.000 
lOOt 200 61.206.000 17.063.000 117.190.000 
1906 281 69.709.000 17.666.000 134,197.000 
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TABLE m (continued) 

NUMBER, DEPOSITS, CAPITAL STOCK, AND TOTAL AssETs OJ' THE 

NATIONAL BANKS IN IOWA, 1863-1920307 

DAT. Nu •••• D.po.lft CAPITAL STOCK TOTALA ••• TII 

1906 297 • 81.780.000 • 18.706.000 • 156.614.000 
1907 304 92.873.000 18.736.000 170.841.000 
1908 319 94.473.000 20 .3:iO.000 177 .062.000 
1909 320 102.900.000 20.686.000 188.393.000 
1910 326 107 .462.000 20.991.000 194.261.000 
1911 329 110.389.000 21.620.000 202.020 .000 
1912 338 126.011.000 22.280.000 230.919.000 
1913 MO 181.404.000 23.086.000 284.1188 .000 
1914 M8 184.639.000 23.460.000 232.614.000 
1916 848 142.338.000 23.866.000 248.046 .000 
1916 363 160.728.000 24.289.000 270.732 .000 
1917 861 196.630.000 24.400.000 833.114.000 
1918 363 206.829.000 24.680.000 367.174.000 
1919 366 268.277.000 26.116.000 422.381.000 
1920 368 264.132.000 26.420.000 469.043 .000 

STATE BANKS 

Provisions of the Code 0/1873 constitute the basis for the 
regulation of State banks in Iowa. The law did not give 
the Auditor adequate control over the State banks, and 
therefore certain amendments were soon adopted. 818 The 
first amendment which affected State banks came in 1880 
and applied to all banks and banking institutions alike. It 
was made a felony, punishable by fine or imprisonment or 
both, for banks to receive deposits when insolvent. In the 
same year a law was passed amending the Code 0/1873 so 
as to impose double liability on the stockholders of banking 
corporations. Both of these laws were intended for the 
protection of depositors.8" 

In 1886 an act was passed which defined State banks and 
required the use of the word "State" in the name of a bank 
incorporated under the general incorporation laws. Unin­
corporated banks and savings banks were not allowed to use 
the word "State" as part of their title. An exception was 
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made in the case of national banks by allowing them to be so 
designated. Incorporated banking associations, except sav­
ings banks, already in existence, were required to amend 
their articles of incorporation to comply with this law.880 

Two acts were passed in 1894 to provide for the better 
security of depositors in State banks. The first of these 
included the savings banks and prescribed that in case the 
capital stock of any bank became impaired it was the duty 
of the board of directors to levy an assessment to meet the 
deficiency. Failure to pay the assessment upon notice duly 
given must be followed by sale of the stock at public auction. 
Neglect by the directors to proceed under the act when re­
quested in writing by the owners of two-thirds of the stock 
of the bank rendered them personally liable to the creditors 
or stockholders. The second act of the same date was lim­
ited to State banks and covered points already contained in 
the savings bank law. Under its temis bank directors were 
prohibited from receiving any compensation; and all loans 
to directors, officers, or agents of the bank were to be upon 
the same security as that required of other borrowers and 
under the same rules. All such loans must be made by the 
directors, the party concerned being absent from the meet­
ing. False entries or false statements knowingly made by 
an officer or agent of a bank were made felonies, punishable 
by fine or imprisonment. The board of directors was re­
quired to appoint, from its own members, an examining 
committee whose duty it was to examine the bank quarterly 
and report to the board. The maximum amount the bank 
was permitted to loan to any individual or :firm was limited 
to twenty per cent of the paid-up capital stock.BSI 

The Code of 1897 brought together the bank laws of the 
State and also added certain important provisions. The 
requirement that banks should file articles of incorporation 
with the county recorder and the Secretary of State was 
renewed. The provision regarding minimum capital stock 
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of $25,000 for towns of 3000 or less and $50,000 for larger 
places. was continued. Shares were to be fully paid up and 
carry a double liability. Management was plaoed in the 
hands of not less than five directors, who in order to qualify 
had to own from two to five shares of stock according to the 
capitalization of the bank. Banks in towns under 3000 
population were required to keep a cash reserve of ten per 
cent of the total deposits; other banks were required to have 
a fifteen per cent reserve. In either case three-fourths of 
the required reserve might be kept on deposit, subject to 
call,. with other banks under State or national laws. A 
piece of new legislation found in the Code is the requirement 
that all State chartered banks must keep in the bank sub­
ject to inspection during business hours a complete list of 
officers, directors, and stockholders, and the number of 
shares held by each.882 

The maximum limit on a loan to any individual of twenty 
per cent of the capital stock of the bank was raised in 1902 
to fifty per cent when the loan was secured by real estate. 
The requirement that the real estate offered as security be 
worth twice the amount loaned was not changed.8ea In 1907 
the sections of the Code relating to loans to officers were 
repealed and reenacted on the same principles. Such loans 
can only be made by a vote of the board of directors in the 
absence of the applicant and on the same terms as are re­
quired of other borrowers.8s• 

In 1913 the General Assembly authorized State and sav­
ings banks to deposit with the Treasurer of the United 
States such securities as might be required in order to 
secure the postal savings funds deposited therein. Addi­
tional trust powers were also conferred in 1913 and 1915. 
In 1915 State banks were permitted to become members of 
the Federal reserve system.8811 In 1917 the reserve require­
ment was modified by increasing the proportion of reserve 
which might be kept in the vaults of other banks from 
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seventy-five per cent to eighty-five per cent of the total 
amount required by law.8SS Two years later the reserve 
requirement was raised and made to conform with the sav­
ings bank law. This:fixed the reserves in all State banks 
located in towns of less than 3000 population at fifteen per 
cent of the sight and demand deposits and eight per cent of 
the savings deposits and time certificates of indebtedness. 
For towns above 3000 population the proportions were 
twenty and eight per cent respectively. In both classes the 
banks were permitted to keep eighty-five per cent in other 
banks under State or nationallaws.l87 A further amend­
ment allowed the State banks which are members of the 
Federal reserve system to conform to the reserve require­
ments of the national bank members.l88 This meant that 
the legal reserve might be reduced to ten per cent for banks 
in reserve cities and seven per cent for country banks. All 
of the required reserve would be held in the Federal reserve 
bank of the district. 

State banks, as distinguished from savings banks under 
State charters, numbered twenty-three in 1875, increased 
nine in the next biennium, then remained at about the same 
figure for four years. Since that time they have grown 
steadily in number. In the late nineties they outnumbered 
the national banks, ranking second in number to the private 
banks. After 1900 there was an unusual expansion in the 
number of savings banks, which placed that class far in the 
lead so far as numbers is concerned. State and national 
banks have about kept pace since that time. The high 
minimum capital requirement for national banks had been 
a bar against national incorporation. Of the two hundred 
and seven State banks doing business in Iowa in 1899 only 
eighty-seven had a capital of $50,000 or over-the minimum 
then permitted for national banks. The following year the 
capital requirement was lowered to $25,000 for national 
banks in towns of less than 3000. By 1909 the records 
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show that three hundred. and twenty national banks were 
operating in Iowa; of these, one hundred and fifteen had a 
capital of less than $50,000.888 Capital requirements have 
been practically the same for national and State banks since 
1900. The loan and reserve requirements were more favor­
able to State banks until recently. On the other hand, the 
national banks have had the circulation privilege which 
after the amendments of 1900 again became a source of 
profit. The numbers of State and national banks have re­
mained fairly near equal for twenty-five years or more. 
The reasons for the greater growth of savings banks will be 
discussed in the following sections. . 

SAVINGS BANKS 

Two main types of savings banks are found in the United 
States. The mutual savings bank was copied from English 
institutions and is found almost exclusively in the older 
sections of the country, particularly in New England. It 
has no capital or stockholders, but is operated for the bene­
fit of the depositors by a board of trustees who often serve 
without pay. All the profits above the expenses of carrying 
on the business are divided among the depositors. The 
function of this type of bank is primarily to invest the sav­
ings of the man of small income who is inexperienced in 
making investments or whose savings are too small for 
profitable investment. A second type of savings bank is 
the stock savings bank. In this class a fixed rate of interest 
is paid to depositors and the profits remaining are divided 
among the stockholders. These may differ in no essential 
function ·from the mutual savings bank or they may be pri­
marily commercial banks and only nominally savings insti­
tutions. Savings banks in Iowa are all of the latter type.ITo 

Stock savings banks are so much more numerous in Iowa 
than elsewhere in the United States that their history in 
this State possesses unusual interest for the student of 
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banking. Of 1185 stock savings banks in the United States 
reporting in 1917 to the Comptroller of the Currency, 892 
were in Iowa.8Tl 

This unusual number of institutions under the savings 
title must largely be accounted for by the provisions of Iowa 
law. They are, for the most part, banks of discount, differ­
ing to no considerable extent from the State and national 
banks. It will be recalled that the act of 1874 in defining 
the legal investments for savings banks included the right 
"to discount, to purchase, sell, and make loans upon com­
mercial paper, notes, bills of exchange, drafts, or any other 
personal or public security".812 This left the Iowa savings 
banks practically free to do a strictly commercial business. 

Various reasons explain why Iowa bankers, although in­
tending to engage primarily in commercial banking, have 
chosen to incorporate under the savings bank law. The 
fact that the savings bank law was more explicitly and com­
pletely formulated at an early date no doubt led some banks 
to choose incorporation thereunder rather than under the 
more general incorporation laws governing the State banks. 
The most important reason, however, for the large number 
of savings banks has been the lower capital requirement 
Under the terms of the savings bank law of 1874 these in­
stitutions were permitted to organize in towns of less than 
10,000 population with a capital of $10,000. The minimum 
capital permitted to State banks was $25,000 for towns of 
3000 or less and $50,000 for cities having a greater popula­
tion; the same was true for national banks after 1900. Out 
of sixty-eight savings banks organized in the two years 
ending July 1, 1901, fifty-four had insufficient capital to 
incorporate either as State or national banks.IT8 In 1909 
three hundred and forty-nine out of five hundred and sev­
enty-two, or more than sixty-one per cent of the savings 
banks in Iowa had a capital of less than $25,000.IT4 More­
over, State and national banks are required by law to have 
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a mjnjmum capital of $50,000 in towns of 3000 or more popu­
lation, and in the case of the national banks this minimum 
is graduated up to $200,000 in cities over 50,000. Although 
before 1917 savings banks could be incorporated in any town 
of less than 10,000 population with a capital of $10,000, 
some banks having capital stock of $25,000 or over, in 1909, 
would, nevertheless, have been unable to meet the capital 
requirements for national or State banks in these towns. 
In addition there were some savings banks, capitalized at 
$25,000 or more, which had been organized with a capital 
stock less than $25,000 and gradually enlarged. We must, 
therefore, include a considerable number of other banks 
with the three hundred and forty-nine shown to be below the 
$25,000 minimum in order to determine the number of banks 
which were incorporated as savings banks solely on account 
of the capital requirement. Although it is not possible to 
get exact statistics on this point, this reason seems to be 
the fundamental explanation for about two-thirds of Iowa'S 
savings banks. . 

The savings bank law of 1874 has undergone certain 
modifications in detail during the forty-five intervening 

. years. In recent years the provisions relating to the in­
vestment of funds have been widened. Drainage bonds 
were included among the lawful investments in 1906; and 
in 1913 an amendment was passed pe11llitting investment in 
notes or bonds secured by real estate outside of Iowa if the 
t:eal estate was situated in any county adjoining the Iowa 
State line. This was further extended in 1917 to any ad­
joining State, except that no loan may be made on real 
estate west of the hundredth meridian line. 

It was specified in the savings bank law that a savings 
bank may own the lot and building in which its business is 
carried on. Under the power thus granted them, savings 
banks have sometimes built large office buildings, upon the 
ground floor of which is located the bank's own business 
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room.·TII In the Oode of 1897 savings banks doing a com­
mercial business were required to keep cash reserves as 
follows: in towns under 3000 population they were to keep 
a reserve of fifteen per cent of the commercial deposits and 
eight per cent of the savings deposits; banks located in 
towns of over 3000 population were to keep twenty per cent 
and eight per cent respectively; and if any bank was doing 
an exclusively saving business it was to keep eight per cent 
of its deposits in reserve. Three-fourths of the reserve of 
all classes might be kept in other State or national bankS.lTo 

In 1915 the law was revised by changing the word "com­
mercial" to "sight and demand" and adding after" savings 
deposits" the words "and time certificates having a fixed 
and definite time of maturity". The effect of this was to 
reduce the reserve against time certificates from fifteen per 
cent to eight per cent, this class of deposits having formerly 
been treated as commercial accounts.ITT An amendment in 
1917 raised the percentage of reserves which a bank might 
keep in other banks from seventy-five per cent to eighty-five 
per cent.1T8 This reduced the legal cash-in-bank reserve to 
an almost nominal amount-about two per cent when com­
puted on all deposits of a small town bank. The reserve 
requirement was further modified in 1919 by permitting 
any savings bank which became a member of the Federal 
reserve system to keep the same reserve as national bank 
members.1T1l 

By an amendment passed in 1900 savings banks were 
allowed to add their surplus to the capital stock when com­
puting the percentage of deposits, the aggregate deposits 
being limited to ten times the combined capital and surplus 
of the bank. This limit was raised two years later to twenty 
times the capital and surplus. The restriction on with­
drawal of deposits which had been imposed, requiring sixty 
days' notice for withdrawal, was changed in 1900 to apply 
only to time deposits. In 1913 the legislature authorized 
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State and savings banks to deposit with the Treasurer of 
the United States such securities as may be req~d to 
secure the postal savings funds deposited therein.lSo 

In the case of savings banks, as of State banks, legisla­
tion was passed in 1894 for the protection of depositorB 
which required any impairment of the capital stock to be 
made good by assessment on the stockholders. The penalty 
for failure to pay is forfeiture of the stock, or of so much 
as is necessary to meet the assessment. Neglect on the part 
of the directors to proceed to an assessment, when requested 
by the owners of two-thirds of the stock, with the consent of 
the State Auditor, makes the directors individually liable. 
As a further means of strengthening the banks a surplus 
fund was authorized in 1900. Directors were permitted to 
set aside a surplus fund from the earnings which was to be 
maintained separate from the undivided profits account. 
This fund could be invested in the same manner as the cap­
ital, and might be made use of as a stock dividend for in­
creasing the capital of the bank. It was not ordinarily to be 
drawn on for expenses, but if needed for this purpose could 
be transferred back in whole or in part to the undivided 
profits account. This could be done, however, only if the 
capital, or capital and remaining portion of the surplus 
equalled ten times (later twenty times) the deposits. In 
1917 banks were given authority to reduce the capital stock 
on the affirmative vote of two-thirds of the shareholders, 
with the approval of the Superintendent of Banking.ISI 

Furthermore, at the 1917 session of the legislature a law 
was passed lSI which modified the capital requirement of 
savings banks. The minimum, which prior to 1917 had been 
$10,000 in cities under 10,000 population and $50,000 in 
places with a larger popUlation was graduated in steps as 
follows: 

In towns of 1000 population or less .....•. $10,000 capital 
In towns of 1000 but less than 2000 ....... 15,000 capital 
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In towns of 2000 but less than 10,000 .•... $25,000 capital 
In towns of over 10,000... . . . . . . • . • . . • . .. 50,000 capital 
The limit on the amount which could be loaned to one 

individual was raised in 1902 from twenty per cent to fifty 
per cent of the bank's capital in case the loan was secured 
by real estate. This was further raised in 1915 to allow 
fifty per cent of the surplus also to be loaned to one person 
on real estate security.111 

Amendments have been made from time to time in the 
provisions for the management of savings banks. Originally 
the number of directors had been from five to nine, a major­
ity of whom constituted a quorum. In 1888 the additional 
restriction on a quorum of the directors provided that in 
no case could a measure be passed unless it received three 
affirmative votes. Instead of requiring all the directors to 
be citizens of Iowa, the Oode of 1897 reduced the require­
ment to three-fourths of the board. The number of shares 
of stock required by a shareholder to qualify as a director 
was graduated according to the capital. An amendment 
passed in 1913 permitted the stockholders of banks to allow 
directors a reasonable compensation for attending board 
meetings. Four years later the legislature amended the 
section of the law which had limited the maximum number 
of directors to nine, leaving this thereafter to the discretion 
of the stockholders. In 1921 the law pertaining to State 
banks was also amended in this particular, so that the laws 
for both classes of banks are similar on this point No 
State or savings bank may now have less than five directors 
nor more than the number designated by its articles of in­
corporation. But within these limits the stockholders are 
free to change the number by resolution at any annual 
meeting.la• 

Savings banks are the oldest incorporated banks of record 
in Iowa. Until the late nineties, however, they were the 
least numerous of the various classes of Iowa banks. At 
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the beginning of the present century, the rapid growth of 
this type of bank began and they were soon numerically in 
the lead of any of the other classes. While most of the 
savings banks are such only in name, being in fact small 
commercial banks, there are some large banks devoted espe­
cially to a savings bank business which are incorporated as 
savings banks. The German Savings Bank of Davenport 
(now the American Commercial and Savings Bank), with 
total resources of $13,215,161 in 1916, was at that time the 
largest bank in Iowa.lu 

LOAN AND TRUST COMPANIES 

The :first legislation concerning loan and trust companies 
is found in the Code of 1897. In the final section of the law 
dealing with banks in general is a clause which prohibits 
any corporation from engaging in the banking business 
unless it conforms to the banking laws. An exception to 
this is made in favor of loan and trust companies which 
"may receive time deposits and issue drafts on their depos­
itories". These companies are then made subject to the 
same regulation and control by the State Auditor as in the 
case of the State and savings banks. Double liability for 
stockholders of these institutions is also prescribed. The 
law itself gives evidence that loan and trust companies had 
been in existence for several years. The statement is made 
that loan and trust companies that had been in continuous 
existence since before January 1, 1886, need not incorporate 
the word "State" in their title in order to become State 
banks within the provisions of the section.ISS Statistics of 
the number and strength of the loan and trust companies are 
not easily obtained since they are grouped with State banks 
and not separately reported by the Auditor. In 1909 the 
National Monetary Commission reported fourteen loan and 
trust companies in Iowa; and in 1916 there were twenty­
one.IS'l 
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In 1900 the law specifying the limitations on deposits for 
State banks was made applicable to loan and trust com­
panies. Four years later the capital stock requirements of 
the savings banks were also applied to trust companies.aaa 
The first comprehensive legislation concerning trust com­
panies was enacted in 1913, the act of that year greatly ex­
tending the powers of trust companies and confer~g upon 
State and savings banks the same fiduciary powers. 

Trust companies and State and savings banks were given 
power: first, to be appointed assignee, guardian, executor, 
trustee, or receiver, in the same manner as might a natural 
person, except that the appointment as guardian should 
apply to estates and not to persons; second, to act as fiscal 
or transfer agents or registrars for estates, municipalities, 
companies, and corporations; third, to :.ct in execution of 
trusts that may be handled by any person or corporation; 
fourth, to issue drafts upon depositories and to purchase, 
invest in, and sell promissory notes, bills of exchange, 
bonds, mortgages, and other securities; and :fifth, to carry 
on a safe deposit business. 

The third section of the act emphatically states that the 
trust funds must be kept separate from other funds or 
property of the bank, the purpose of this being plainly to 
protect the trust funds from the risks incident to banking. 
In case the trust company or bank should fail the trust fund 
would still be safe and unaffected. Another requirement in 
the interest of safety for the trust funds is that all such 
trusts must be reported to the Auditor of the State. These 
lists are to be filed by the Auditor but their publication is 
not provided for. 

Banks acting in a fiduciary capacity were given the same 
powers and rights as individuals exercising similar offices. 
They must give bond in the same manner and receive the 
same compensation. In case of the dissolution of the corpo­
ration the court having jurisdiction is empowered to appoint 

11 
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a successor and release the original trustee. Any such cor­
poration must also have the word "trust", or "State", or 
"savings" as part of its name. Moreover, no person or. 
corporation not complying with the act may use the word 
"trust" in its name. The limit to which a bank or trust 
company might become indebted, except to depositors, or 
for regular expenses, had been the capital stock. This limi­
tation was continued, but the act stated that it did not apply 
to the issue of bonds or debentures by a trust company when 
protected by real estate securities. The act also defined the 
profits from which dividends might be declared. All trust 
companies or banks exercising the powers given by the law 
were required to set aside one-tenth of the net earnings as a 
surplus fund until this surplus equalled at least twenty per 
cent of the net capital. This surplus must be kept unim­
paired or restored in the same manner as originally accumu­
lated. 

The distinctions which had separated the functions of 
trust companies from those of State and savings banks were 
largely broken down by this law. All general laws which 
applied alike to State and savings banks concerning state­
ments, reports, examinations, and the like, were made to 
apply to trust companies. The provisions bf the savings 
bank law as to formation, renewal of charter, capital, man­
agement, deposits, value of shares, and reserve were applied 
to trust companies. But the sections of the savings bank 
law as to investment of funds, limitation on the right to pur­
chase real estate, and the payment of interest and dividends 
were not applied to the trust companies.an 

In 1915 practically all distinctions between the various 
classes of banks, so far as their trust powers were con­
cerned, were eliminated. An amendment was passed which 
permitted national banks, when authorized by the United 
States laws, to exercise the trust power~ previously con­
ferred on trust companies, State and savings banks.ae• 
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Powers of trust companies having already been expanded in 
the direction of general banking, and the regular banks hav­
ing now been granted practically all trust company powers, 
there was in fact little distinction between them. A con­
siderable percentage of the trust companies of Iowa have 
been organized in connection with national banks. They 
have had the same officers and conducted their business in 
the same building. Although it is no longer so advantageous 
for a national bank to form an associate trust company or 
savings bank, those already in existence will doubtless be 
continued as they are free to carry on business under the 
trust company law which is more liberal concerning real 
estate ownership and loans than is the national bank law. 

PBIV ATE BANXING 

It has already been shown that the private banks arose in 
Iowa during the years of early statehood and that they 
continued during the period of the dominance of the national 
system. The continued growth of these banks in competi­
tion with both national and State chartered institutions, the 
efforts that have been made to force them under State super­
vision, and the decline in their number which began about 
1900 will be discussed in the present section. 

The growth in the number of private banks is shown in 
Table IV and is graphically portrayed in Chart II. These 
statistics are fairly accurate, although there is no complete 
record of the capital, deposits, or total resources. In gen­
eral, these banks are the smaller ones in the State, as shown 
by the Auditor's report of the incorporation of banks which 
succeeded private banks.all 

Soon after the passage of the savings bank law, agitation 
was begun to bring the private banks also under State 
supervision. In his biennial report for 1877 the Auditor of 
State, Buren R. Sherman, set forth in a very forceful way 
the reasons why the private banks should be required to 
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make regular reports. He called attention to the number of 
failures which had occurred during the past two years as 
evidence of the need of protecting the general interests of 
the people. The keynote of his argument is struck in the 
sentence: "Banking is a public and peculiar business. " The 
man who is entrusted with the care of the people's money, 
he believed, should be subjected to publicity in his business. 
He also advocated a minimum capital requirement as a 
protection to the depositors. No action was taken by the 
legislature on this recommendation, although Governor J. 
G. Newbold in his biennial message to the legislature had 
supported the recommendation of the Auditor. Two years 
later Mr. Sherman renewed his request;ltea but aside from 
prohibitions upon the use of the words "State" or "sav­
ings" in the titles adopted by such banks, no legislation was 
enacted. 

The movement to enact legislation for the control of 
private banks was further endorsed in the report of Auditor 
W. V. Lucas and in the message of Governor J. H. Gear to 
the next legislature.8e8 In 1885 Auditor J. W. Cattell ad­
vised the enactment of a law similar to one which had re­
cently been enacted in New York forbidding the use of the 
word "bank" by any institution not under State law.8e• It 
was not until 1905 that the matter was once more urgently 
pressed by the Auditor. He pointed out that there had been 
twenty-five failures of private banks in the biennium from 
June 30, 1903, to June 30, 1905, as against eight among the 
State . supervised banks, although the latter were more 
numerous.8815 

The war against unregulated private banking has also 
been carried on by the Iowa Bankers Association. At its 
fourth annual convention in 1890 the "Finn Bill" to regu­
late private banks and bring them under the same State 
supervision as incorporated banks was warmly debated. 
Certain members were in favor of having the convention 
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endorse the measure; but the private bankers contended 
that the bill was backed by a desire to tax the private banker 
more heavily. They insisted that most private banks were 
as sound as any other type. The advantage of the personal 
relation and of unlimited individual liability was cited. 
They pointed out that because of freedom from restrictions 
they could make more money as private bankers. The 
private bankers were strong enough to carry their point and 
no action followed the discussion. ae. 

A year later the question was again a leading subject for 
discussion. In a paper on "The Feasibility of State Control 
and Examination of Private Banks", H. D. Copeland, State 
Bank Examiner from Chariton, held that State examination 
was not feasible. He claimed that this would involve going 
over a man's entire &Bsets, since the amount for which he 
was liable was uuJimited. Moreover, he charged that the 
failure on the part of banks to incorporate was due to the 
defects of the State bank laws, although he felt that incor­
porated banks were gaining in public confidence by examina­
tion and publicity. At the same meeting a resolution stating 
that the Association believed it expedient for the State to 
exercise such supervision over the private banks of the 
State as would properly protect the interests of depositors 
and customers was laid on the table after prolonged dis­
cussion. aeT 

In 1912 the question was broached again by E. J. Curtin 
in his addreis as President of the Association. He took the 
ground that all organizations bearing the name bank should 
be regulated by State or national laws. An objection had 
been raised by some members that the Iowa Bankers Asso­
ciation had taken the private bankers into the Association 
and was now using their money to fight them. Mr. Curtin 
took the stand that the proposed action was in the interest 
of the private banker. If a committee of bankers friendly 
to banks did not draw up a fair bill, he was convinced that 
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unfriendly outside interests would take action. He met the 
general opposition to State regulation with sound argu­
ments. He said in part: 

Public opinion, however, is gradually settling to the fact, that 
banking is not a private business. That the use of the name bank, 
has through the course of time come to mean something, and that if 
the assets of a bank are good, inspection and investigation will not 
hurt them; whereas, if they are not good, they most certainly need 
both, very badly. Many private banks are as good as the incorpo­
rated ones, and as well conducted, but it is a well established fact, 
that when a private bank does close it does not do so, until about 
all that is left, of any value, is the walls.'" 

Bills have frequently been introduced in the legislature 
for the purpose of requiring private banks to incorporate or 
submit to State supervision.8" In this respect other States 
have been in advance of Iowa, although the regulations have 
been of comparatively recent origin. In 1882 New York 
prohibited unincorporated firms, doing a banking business, 
from using a corporate title. This regulation has since been 
adopted by other States. V Brious forms of restriction on 
the use of the word "bank" have been adopted by several 
of the States. By January, 1919, sixteen States had re­
quired private banks to submit to the same regulation and 
supervision as State banks. Several States require bonds 
of all private bankers who accept deposits. In 1910 the laws 
of California, Colorado, South Dakota, Idaho, Indiana, 
Kansas, Mississippi, Missouri, New Jersey, Oregon, and 
Utah required that private bankers have a specified mini-

. mum capital. There are difficulties in the way of enforcing 
such a regulation since the private banker is frequently en­
gaged in other business enterprises and finds it difficult to 
separate his banking from his other interests. But some 
States go so far in this respect as to make the private bank 
essentially a corporation. At least a third of the States 
have followed the example set by North Dakota in 1890 of 
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forbidding private individuals to engage in the banking 
business.4oo 

Restrictive legislation on private banks in Iowa was en­
acted by the General Assembly in 1919, making it a misde­
meanor punishable by heavy fines or imprisonment or both 
for a new private bank to use as part of its name the word 
" 'Bank', 'Banking', 'Banker', or any derivative, plural or 
compound of the word 'Banking', or word or words in a 
foreign langnage having the same or similar meaning". 
The restriction is against the use of these words in any sign, 
letterheads, bank paper, or other manner' which would in­
dicate to the general public that the institution is a bank. 
The law does not, however, apply to private banks already 
in existence when the act was passed. Although this enact­
ment is a step in the right direction, it does not yet meet 
the requirements that should govern the operation of newly 
organized private banks, nor does it sufficiently provide 
regulation for those already in existence.401 

STATISTICS OF IOWA BANKING 

Comparative statistics of 'banking show that Iowa leads 
all the States of the Union in number of banks. When the 
National Monetary Commission secured a special report 
from all banks on April 28, 1909, Iowa had a total of 1365 
banks of all classes. Dlinois was second with 1263 banks.40· 
The Comptroller regnlarly secures reports from such banks 
as will file statements with him. Since this is voluntary on 
the part of some of the banks, the data are not complete. 
Incomplete data given in the Comptroller's reports indicate 
that Iowa still retains first place.408 The lists of banks com­
piled by the secretary of the Iowa Bankers Association, the 
Baftkers Directory, and the Federal Reserve Board are the 
most complete and up-to-date statistics available. The latest 
figure published by the Iowa Bankers Association, under 
date of June 1, 1920, placed the total number of banks at 
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1919;40. the Bankers Directory published by Rand McNally 
and Company listed 1941 Iowa banks in January, 1921; the 
Federal Reserve Board included 1930 Iowa banks on the 
exchange list on June 1, 1920. This was forty-seven more 
than were listed in Illinois, the State ranking second in 
numbers.4011 

In total banking resources Iowa ranked tenth in the list of 
States,401 falling just under a billion dollars in June, 1918. 

The growth in number of banks of the various classes in 
Iowa can best be seen by reference to Table IV and Chart 
III. In 1875 there were only 123 authorized banks in Iowa; 
in 1918 there were 1665. Private banks, after an increase of 
approximately two hundred and fifty per cent,' reached a 
maximum of 534 in 1900 and have declined to about the 
number in existence in 1875. Practically half of the Iowa 
banks are incorporated under the savings bank law. N a­
tional and State banks in Iowa are almost identical in 
number. 

Data regarding the resources of private banks are so 
incomplete that no historical figures on their total resources 
are possible. Tables m and V show the banking capital, 
deposits, and total assets of the authorized State banks and 
national banks separately. The total resources of each 
class are also shown graphically in Chart L The remark­
able growth of banking resources in the past twenty years 
is especially noticeable. It might also be noted that during 
this time many private banks have been converted into na­
tional, State, or savings banks so that the aggregate in­
crease in banking resources is somewhat less than is indi­
cated by these statistics of authorized banks. 

As may be noted from Tables m and V the growth of 
banking resources was greatly accelerated by the World 
War and continued for some months thereafter. Data are 
available for the State and savings banks showing at fre­
quent intervals the rapidly changing condition of the banks 
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TABLB IV 

NH:®4ili~EB 01' BAAA:®4iliA IN Iow"A" 11\;\;\-1920'07 

AUTIIOIIISIID B .... u 

TO'l''''L S'I' ... n SU ••• VI •• D PIll-
A!!!. N"T11m,"i 

0" AO'I''''L I TO'I''''L 
S ... T-

.... u 

B ... """ rr"II •• B,,,,,!! 

F-
I.oe 

B .... K. 
ColI. 
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during the period of unusual prosperity and the first effects 
of the crisis of 1920 upon bank resources. Abstracts of the 
reports of the State and savings banks show that the high 
water mark for total assets was reached in the early months 
of 1920. On April 2, 1920, the State supervised banks re­
ported total assets of $839,413,141-an increase of $120,-
091,046 over the figure shown at the corresponding call in 
1919. The four reports made during the remaining months 
of 1920 show that liquidation was under way. At the No­
vember call the total assets were higher than in'September, 
but this may be explained as a normal seasonal condition. 
All the reports show a gain in resources over the corre­
sponding date in the previous year, but the difference of 
$120,000,000 of April, 1920, over March, 1919, had dwindled 
by December 31, 1920, to a difference of $7,855,718 as com­
pared to December 31, 1919. In 1921 liquidation continued 
and the first report (March 22, 1921) showed a decline of 
about $75,000,000 in total resources from the high tide of 
1920. 

Similar detailed data are not available for the national 
banks. The figures in Table m are for about Ootober first 
of each year. From this it may be seen that the total re­
sources had nearly doubled in five years. The figure for 
1920 is considerably higher than that for 1919. This is in 
line with the situation reported for State incorporated 
banks. On the whole the assumption may be made that the 
fluctuations in State banks are representative of the general 
banking situation during this period. 

The chief decline in banking assets during the year are 
found to be in the loan and reserve items. Loans and dis­
counts were reduced over $30,000,000 and cash in vault and 
other reserve items by over $37,000,000. In normal times 
the loans and discounts increase or decrease in olose relation 
to the deposits, but during a commercial crisis the deposits 
are drawn down more rapidly than the loans can be liqui-
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NuJIBBB, DEP08ITS, CAPITAL STOCK, AND TOTAL AssmTS OJ' STAB 

AND SAVINGS BANKS AND TRUST COMPANIES IN IOWA, 1875-1921.01 

DAT. Nv •••• D •• oel. OAPITAL STOCK TOTAL A .... 

1876 a • 8.069.000 • 2.088.000 • O.M8.OOO 
1877 150 8.986.000 2.410.000 7.001.000 
187e 68 4.000.000 2.821.000 7.829.000 
1881 68 9.867.000 2.<&60.000 12.786.000 
1883 70 11,200.000 8.701.000 16,860.000 
1886 16 11.089.000 4.6<&1.000 17."'.000 
1887 101 16.710.000 6.708.000 22.9a.000 
1888 100 18.<&86.000 0.086.000 ~.212.ooo 
1889 180 20.890.000 7.078.000 80.865.000 
1880 101 26.778.000 8.81<&.000 87 .... 000 
1891 200 83.781.000 11.010.000 <&8. 2M. 000 
1892 2"5 a.470.ooo 12.784.000 118 .011. 000 
1898 816 a.161.ooo 14.484.000 00.801.000 
1894 8150 41.987.000 16.071.000 01.~I.ooo 
1896 801 48.~.000 10.101.000 01.0&11.000 
18110 870 48.966.000 10.411.000 04.020.000 
1807 872 46.4U.000 10.287.000 06.799.000 
1898 888 118 .880. 000 10.447.000 79.097.000 
1899 401 77 .4015.000 10.874.000 98.706.000 
1Il00 448 91.147.000 10.054.000 114.892.000 
1901 474 114.781.000 18.846.000 189.6M.000 
1902 681 188 .0112.000 20.205.000 160.711,000 
1_ 674 182.448.000 21.816.000 101.402.000 
leeK 019 181,471.000 22.829.000 101.070.000 
1905 877 140.4118.000 24.000.000 179.079.000 
1900 746 1011.009.000 16.089.000 205.141.000 
1907 812 201.968.000 28.010.000 241.612.000 
1908 846 IB7.m.ooo 28.004.000 239 .840.000 
UIOO 898 2I6.11S11.ooo 80.678.000 2119.780.000 
1910 961 240.921.000 82.478.000 290 .078.000 
1911 984 249.829 .000 83.901.000 800.080.000 
1912 1010 278.701.000 86.982.000 88O.7a.000 
1913 1088 806.794.000 87.896.000 808.819.000 
1914 1114 814.129.000 89.918.000 888.716.000 
1916 1171 816.812.000 41.884.000 898.1108 .000 
1910 1217 869.282.000 48.800.000 480.401.000 
1917 12M 447.054.000 41.190.000 620.062.000 
1918 1809 490.600 .000 <&8.407 .000 684.688.000 
1919 1820 1189 .879.000 49.640.000 090.6011.000 
1910 1860 067.888.000 68.810.000 800.802.000 
1921- 1860 680.079.000 1SII.909.ooo 701.414.000 

- Mudl22, 1921. 
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dated. An analysis of the data for Iowa banks shows that 
while loans declined only $30,000,000, deposits dropped 
almost $120,000,000. The extent to which this increased the 
volume of rediscounting is shown in Chapter X. The effect 
of the strain upon the number of bank failures is shown in a 
later section of this chapter. 

The banks are not classified according to capital in the 
regular reports published. by the Comptroller or the State 
banking department, but suoh a classification was made in 
the report of the National Monetary Commission in 1909 
and is presented in Table VL There are one or two incon­
sistencies in this report. For example, there are twenty-two 
State banks listed as having capital stock of less than 
$25,000. Three savings banks are said to have no capital. 
Both of these conditions would be contrary to State law. If 
we accept the figures as given, some interesting facts are 
revealed. Five hundred. banks are seen to have had a capital 

TABLII VI 

OLA88D'ICATION 01' IOWA BANKS AcooBDlNa TO CAPITAL, APJm, 

28, 1909, BY TYPES OP BANxst" 

TO'I'.t.L N.t.'rIolI- TO'l'.t.L Lo.t.. 
O.t.PI'I'.t.L Nu •••• .t.L EZCLv.- 8'1'.1.'1'. 8.t.vr,,01 .t.1fD Pmv.t.-r. 

01' B.t..lEa 1"0 B.t."a B.t."lEa Taua'l' B.t."lEa 
B.t..a N.t.'I"L eo.. 

'10,000 01' 1_ 281 281 10 177- Mt 
10,~M,fIOO 219 219 12 172 1 14 
25,000 298 92 2M 108 77 19 
2II,1000f9,fIOO 1M 22 102 150 42 10 
15O,~,fIOO aoe 1M 172 80 72 7 13 
l00,~M9,fIOO 1211 86 flO 21 27 4 8 
2I5O,~,fIOO 13 5 8 1 5 2 
1,000,000 1 1 

TO'I'.t.L 1385 319 1046 282 572 14 178 

- lDdudea ~ bulb bavtac DO capltal. 
t lDcludea DIDe bulb bavtac DO capltal. 
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of less than $25,OOO--the minimum amount permitted for 
national banks. Only one hundred and thirty-nine Iowa 
banks had a capital of $100,000 or over, and only one reached 
the $1,000,000 mark. 

CLEARING HOUSE .A.880CIATIONB 

Des Moines banks appear to have been the first in Iowa 
to organize a clearing house association. Its formal organi­
zation dates from December 5,1887, although it had cleared, 
informally, a few days earlier.'lo In Sioux City twelve 
banks associated on July 14, 1889, to form the Sioux City 
Clearing House. The Davenport Clearing House Associa­
tion was organized in August, 1895.411 The Cedar Rapids 
association adopted a constitution and by-laws on November 
6, 1902, but did not begin the actual work of clearing until 
January 4,1904.'11 Dates of the organization of the other 
Iowa associations are not available, but it is of record that 
the Council Bluffs association was also active during the 
panic of 1907. 

Data regarding clearing houses in Iowa cities are difficult 
to present satisfactorily because often no formal organiza­
tion exists. The list of towns having recognized clearing 
houses at present includes Cedar Rapids, Council Bluffs, 
Clinton, Davenport, Des Moines, Dubuque, Estherville, Fort 
Dodge, Iowa City, Mason City, Muscatine, Osage, Sioux 
City, and Waterloo. Osage, the smallest of these towns, 
had less than 3000 population in 1915, and had but four 
banks. On the other hand, several of the larger cities of the 
State are not included in the list. But many cities having no 
recognized organization have some designated place where 
the exchange of checks is made each morning. None of 
the Iowa clearing houses make examinations of their mem­
bers.'18 

Statistics of the volume of clearings and other activities 
of clearing house associations are published in the annual 
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reports of the Comptroller of the Currency. Although re­
ports are not secured from all of the clearing houses, the 
exchanges of those reporting from Iowa are given in Table 
VII. 

TABLB vn 

EXCHANGEIN'IoWA CLBABDrG HouBBS'1& 

Blto.~ ••• 1'0. Bzca~ ••• 1'0. Blto_ ••• l'Oa 
O .. u .... Bov •• yu •• nl •• yu •• nl •• yu. anI •• 

S.I''I'.80.1'" S.I"I'. 80. 1111 S.I"I'. ao. 1118 

D.MOI ••• • eeo.087.000 • 128.011.000 • 488 .... 000 
SIOVlt Ol'n Nt.W.OOO 117.177.000 ~.718.000 
D~y • .ro.'I' lIII0,187 .000 .... 187.000 II1.ta.OOO 
O.D~. UPID. lM.179.000 UO.71'.OOO l00 • .a.OOO 
W~ft_ l00.81S.000 88.711.000 10.012.000 
Dv.vQv. 7'.821.000 •• 018.000 ..N1.000 
MVIIC~ft •• ae.7lI7 .000 •• IIt7.000 ..".000 
I01l'~ Oln '7.782.000 •• 071.000 1O.S7'.000 
ObO. 1 • .a.000 1.*.000 

In the crisis of 1907 the clearing house associations of 
several Iowa cities, following the example set by the associa­
tions in the financial centers, united to meet the financial 
strain. At the outbreak of the panic, Auditor B. F. Carroll 
sent a circular letter to the Iowa bankers stating that the 
department would permit temporarily considerable latitude 
as to reserve requirements and other restrictions. He ad­
vised the bankers to take the depositors into their confi­
dence, but suggested limiting the amount of cash payments 
to depositors if necessary. The Federal Comptroller of the 
Currency also tolerated restriction of payments in the na­
tional banks, although he gave no explicit assent to the prac­
tice. The larger cities of the State immediately took action 
to limit their payments and create substitutes for cash dur­
ing the period of the panic, but the record of the extent 
to which this was done is quite fragmentary. Data were se-
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cured on this point shortly after the panic and these were 
later published by the National Monetary Commission. This 
study shows that the Cedar Rapids, Council Bluffs, Daven­
port, Des Moines, and Sioux City clearing houses imposed 
cash restrictions and made use of some kind of currency 
substitutes. Clearing house loan certificates and cashiers 
checks in convenient denominations for general circulation 
were the forms used by the Iowa associations. Undoubtedly 
there were other towns or cities where restrictions were im­
posed, but the general situation in Iowa was sound and little 
alarm was manifested by the people generally. J. N. Dar­
ling-" Ding "-in a cartoon published in the Des Moines 
Register aM Leader depicted the frightened banker leading 
the old mare labeled" Public Confidence" past the financial 
jack-o-lantern. Old Dolly did not "bat an eye" throughout 
the ordeal, but when safely past was reproached for causing 
no end of trouble by losing her head in that way. This fairly 
re1lected the situation in the State. Iowa farmers were 
so busy piling up the golden corn at good prices that they 
were not seriously concerned about the'shortage of, gold in 
the vaults of metropolitan banks.·115 

BANK FAILUBES 

A record of the number of bank failures and the losses 
sustained by depositors would be of interest if complete 
data were available. The record for the national banks is 
complete up to October 30, 1920, and is shown in Table VTIL 
It will be seen that there have been seventeen failures. 
Within the past few months three other failures have been 
reported but the data for them are incomplete. Of those 
shown in the table the First National Bank of Ida Grove had 
already gone into voluntary liquidation, and the First Na­
tional of Sioux City was restored to solvency. In the case 
of the failure at Ida Grove the record does not show any 
payments to depositors after the bank had been placed in 

12 
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TABLB VIII 

NATIONAL BA.NB: FAILUBES IN IOWA 1'B01I1865 TO OC'l'OBBB 30, 
192()U' 

Paa 
DA'I'a O. CAPI'I'AL CLAI •• DnouaD. caJf'l' LoN '1'0 

BA.1l FAILv •• 8'1'001l P.O".., PAID DI"I- Duo.l-
D.D. '1'0" 
PAID 

Kaollvll 
l8t NA'I"L Mcb, 8,1888' 100,000' 205,211&' 1M ,929 88.88 • 70,827 

B_.o.., 
l8t NA'I"L Feb. 1,1878 80,000 ae,.a7 12,8M 22.ao 48,888 

Oac.OLA 
l8t NA'I"L Feb. 21.1878 ao,ooo M,lIBI M •• 100.00 

DvavQva 
Co.'LNA'I"1 Apr. 2,1888 100,000 aII,8UI 248,182 117.00 187,187 

CuA.FA ..... 
l8t NA'I"L JUDe 18.18D3 ao,ooo 128,411 711,1169 l18.ao ao,.o 

JDAGao"a 
la NA'I"L. ~UDe '-18011 lao ,000 

PaLLA 
~_ 1.18011 laNA'I"L ao,ooo 81,818 89,1169 M.U 21 ,8M 

810vs Cln 
810vs NA'I"L Sept. 9,1UO 800,000 1~,199 114,0311 78.00 82,1116 

DacoaA. 
la NA'I"L Noy.M,IUO 711,000 2U,8U 1«N,lIIIl ~.ao 110,811 

810vs Cln 
lilt NA'I"Lt JIoD. 7,1897 100,000 

G ... "OLD 
la NA'I"" Feb. 17.1897 ao,ooo 118,908 ",. 82.00 14,CNO 

LaMA .. 
LaMA .. 

NA'I"L Apr. 17,1901 100,000 122,408 71,9'71 ao.OO ~,482 
8'1'0_ LAlla 

l8t NA'I"L ~1oD. 2,19«N ao,ooc 189,4111 87 ,7811 29.00 101,888 
G ......... 

l8t NA'I"" Ju17 27,I9«N 100,000 887,2111 290,. 88.00 ~,OIN5 
C.A .. 'I'O. 

laNA'I"" Oct. 81,1907 ao,ooo 1,811,886 828,121 47.87 esa,M4 
CA .. O .... 

l8t NA'I"" Oc'- 21,1908 100,000 408,278 217,708 83.10 148,1188 
00 .... 0 

l8t NA'I"" ~_22,1914 ao,ooo 288,241 183,718 •• 811 72,128 

TO'I'A" '1,IIOIi,OOO 18,908,718 12,283,181 '1.880,418 

• 1"-.17 bl ~W7l1quldat.loD. 
t Beatored to~. 
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the hands of the receiver. The First National Bank of 
Osceola paid the depositors in full. Losses to depositors 
have been considerable in the aggregate, although very 
small when compared to the total amount which has been on 
deposit throughout this period. 

The record for the State supervised banks is not so com­
plete. The only satisfactory data available cover the period 
since 1892, and hence include the panics of 1893 and 1907. 
Aside from the number of failures, little information is 
available. In 1892 there were no failures, but during the 
summer of 1893 four banks failed and a number of others 
suspended temporarily. During the two years following 
there were no failures, but in 1896 and 1897 six bank fail­
ures were noted. In the biennium following three failures 
were reported. One liquidation-whether or not to be 
classed as a failure is not clear-occurred in 1900-1901. In 
the next few years the number of failures increased some­
what: two in 1903, four in 1904, two in 1905, one in 1906, 
and four in 1907. During the eleven years from November 
1907, to June, 1918, only one small failure was reported. 
Thirteen failures were reported from that date to the cor­
responding period in 1921. 

As to losses the data show that for the thirteen failures 
from 1903 to 1907, four banks paid the depositors in full and 
the other nine an average of seventy per cent. In 1904, a 
year of unusual strain on banks in Iowa, Bradstreet's 
agency reported that the difference between the assets and 
the liabilities of the four State supervised banks which 
failed was $269,000 .• 1 T 

As for the private banks, the data available are not even 
as satisfactory as those which concern the State supervised 
banks. From the facts pertaining to years of unusual strain 
on banks it is safe to say, however, that the number of fail­
ures and the losses sustained have been proportionately 
much heavier than for the authorized banks. Figures quoted 
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from Bradford and Rhodes' Bank Directory for September 
1,1893, showed a total of thirty-one Iowa banks closed dur­
ing the panIc of 1893 (between April 6 and August 23, 1893). 
Of this number seventeen were private banks. Of the four­
teen suspensions of authorized banks, seven had already 
resumed operation by September 1st; but none of the 
private banks are reported to have started operations again 
by that date. tl8 Again during the period of strain in 1904 
the heavy losses were in the private banks. In the year end­
ing December 31, 1904, nineteen banks failed, and of this 
number fourteen were private banks. The crisis of 1920 
plaoed a heavy strain on the banks. During the past fifteen 
months seventeen banks reported to have closed have not 
been able to resume business. Of these, eight were under 
State supervision, seven were private banks, and two were 
national banks. In addition to these there have been two 
or three banks which closed temporarily but have since 
been reorganized. Possibly some of the remaining ones 
may be restored to solvency, but it is not unlikely that other 
suspensions will take place before liquidation is completed. 
No data are available to show the amount of the losses. The 
proportion of bank failures does not appear to be high in 
Iowa as compared with other States.tlt 

Nearly half a century has elapsed since the foundations 
were laid for the present banking system. In the early sev­
enties many counties in Iowa were still in the pioneer stage. 
Incorporated banks had not entered the newer sections; 
private banks were still the dominant type in the State as a 
whole. Banking institutions were scattered and resources 
were small. The remarkable growth in the number of banks, 
which has placed Iowa in the lead of all the States, has been 
accompanied by an even more remarkable growth of bank­
ing resources. In 1919 the total assets of the 1320 State 
supervised banks were over one hundred times as great as 
those of the forty-two banks of 1875. During the same time 
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the national banks, older and more numerous at the outset 
of this period, have also increased nearly twenty fold. 
Private banks are not any more numerous but. probably have 
larger aggregate resources than they had fifty years ago. 

Consolidation, with a resulting development of larger in­
stitutions, is a tendency which has recently been noticeable 
in Iowa banking. Complete statistics of mergers are not 
available, but in the biennial period covered by the last re­
port of the State Superintendent of Banking, ten State in­
corporated banks were merged with other banking institu­
tions. An even larger number consolidated in the preceding 
period.410 It seems likely that the future will see the devel­
opment of more big banks in Iowa and not such a rapid in­
crease in numbers. In 1919 there were one hundred and 
twenty national banks in the country having assets of more 
than $25,000,000. These were distributed in thirty-nine 
cities in all sections of the nation, but no Iowa bank had 
yet attained that size, the largest national bank in the State 
having aggregate resources of $23,157,724.421 

One effect of the World War was to cut down the rate of 
increase in the number of banks and to accelerate the growth 
in bank resources. This may be attributed in general to the 
great expansion of credit the country over. An interesting 
by-product of the war psychology was manifested in the 
effort of banks to eliminate any trace of Teutonic connec­
tion. Twenty-one State banks changed their names, before 
July 1, 1918, in order to eliminate the word "German".411 

The half century record of Iowa banking has been one of 
distinct progress in other directions besides that of size. 
Thus, the high integrity of the men in the banking business 
is attested by the splendid record of safety which has 
marked the recent decades. The panic of 1907 did not result . 
in heavy losses to Iowa depositors and while data for the 
present crisis are incomplete they do not show a high per­
centage of failures and losses. Moreover, in larger measure 
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than ever before the Iowa banker is reaching out for oppor­
tunities to promote the business of his community. In this 
manner the bankers have won a place of leadership in the 
commercial development of the State commensurate with 
the increased volume of their material resources. 
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IX 

SUPERVISION OF BANKING 

The supervision of banking which developed before the 
Civil War was devised priIu.arily to protect note holders. 
With the establishment of the national banking system, how­
ever, publicity of the affairs of the banks was also provided 
in the interests of depositors and stockholders, and in this 
respect the national law became the model for later State 
legislation. Two general methods were adopted whereby 
the public interests could be conserved: reports of condition 
filed by the banks themselves were regularly called for; and 
periodic examinations by disinterested examiners were au­
thorized. In the following discussion the treatment of these 
two forms of publicity will be considered separately. 

REPORTS nOM: BANKS 

In the national banking act as revised in 1864 regular 
quarterly reports from the banks were prescribed. The 
dates were the first Mondays of January, April, July, and 
October. A bank's report of its condition was to be a de­
tailed statement of the resources and liabilities. The Comp­
troller was directed to publish an abstract of the statements 
in some Washington newspaper and to require the indi­
vidual banks to publish their s~tements in some newspaper 
in the town where the bank was located, or, in case no paper 
was published there, in the nearest town that had a news­
paper. In addition to the quarterly statements, a monthly 
statement of the loans and discounts, cash on hand, deposits, 
and circulation was provided for.4• 

The weakness of the provisions of the original law was 
that it specified the dates upon which banks were to make 
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reports. In this way a bank could prepare for the periodic 
report and make a favorable showing. In 1869 the law was 
amended to meet this defect and to place still greater re­
sponsibility upon the officers for the correctness of the state­
ments. This legislation required that banks make five re­
ports annually on some past date designated by the Comp­
troller. The form of statement was to be prescribed by 
the Comptroller, and the report was to be verified by the 
president or the cashier of the bank and three of the di­
rectors under oath. Five days were allowed the banks in 
which to submit the report after the call was issued. Proof 
of pUblication in a newspaper of the town had to be fur­
nished by the bank. The Comptroller was also permitted 
to call for special reports whenever he deemed such reports 
necessary. Additional reportS to the Comptroller of the 
amount of dividends and of net earnings were prescribed. 
These were to be made within ten days after the declaration 
of each dividend. Delay or failure to submit the reports 
was made punishable by a1ine of $100 a day.4IN 

National banks have also been required to make a semi­
annual report of the amount of notes outstanding January 
1st and July 1st. These reports are made to the Treasurer 
of the United States and are for the purpose of levying the 
tax on circulation rather than for the protection of credit­
ors.411 In general the requirements laid down in this early 
law as to statements and reports from national banks have 
remained unchanged up to the present time. 

The Auditor of State was the officer charged with the 
duty of supervising State chartered banks in Iowa prior to 
1917. Under the provisions of the unused free banking law 
of 1858 he was to have had charge of the note issue, and to 
him quarterly reports of conditions were to have been made. 
Three bank commissioners were also provided for, who were 
expected to make examinations and exercise general super­
vision.ue In 1860 the first law calling for reports from 
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banks not carrying on the function of note issue was placed 
on the statute books. This act required all associations in­
corporated under the general incorporation laws of the 
State to make regular reports of their condition to the Audi­
tor of State. The dates for these reports were the first Mon­
day in January, April, July, and October. The prescribed 
statements were required to contain the following items of 
information: 

1. The amount of the capital stock actually paid in, and then 
remainjng 88 the capital of such association. 

2. The amount of debts of every kind due to banks, bankers or 
other persons, other than regular depositors. 

3. The total amount due depositors, including sight and time 
deposits. 

4. The amount subject to be drawn at sight, then remaining on 
deposit with solvent banks or bankers of the country, specifying 
each city or town and the amount deposited in each and belonging 
to such association. 

5. The amount of gold or silver coin and bullion belonging to 
such 888OCiation at the time of making the statement. 

6. The amount then on hand, of bills of solvent specie paying 
l»anks. 

7. The amount of bills, bonds, notes and other evidences of debt, 
discounted or purchased by such association, and then belonging to 
the same, specifying particularly the amount of suspended debts, 
the amount considered good, the amount considered doubtful, and 
the amount in suit or judgment. 

8. The value of real or personal property held for the con­
venience of such associations, specifying the amount of each. 

9. The amount of the undivided profits (if any) then on hand. 
10. The total amount of all liabilities to such associations on 

the part of the directors thereof. ,IT 

The law did not require the Auditor to publish statements 
of the condition of the banks: the reports were merely filed 
in the Auditor's office.'· He had no way of knowing what 
institutions were incorporated. Consequently he was unable 
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to call on them for statements m case they did not comply 
with the law. As .shown in an earlier chapter, banks in­
corporated under the general incorporation laws existed 
even before 1860; but the data concerning them is scattered 
through the offices of the county recorders with whom they 
filed their articles of incorporation. 

Provisions of the law of 1860 with some modifications 
were reenacted in the Oode of 1873. Before being allowed to 
begin operations the stockholders of a bank were required 
to secure a certificate from the Auditor authorizing them 
to commence business, and this was not to be issued until 
the Auditor had satisfied himself that the association had 
complied with the minimum capital requirements laid down 
in the Code. The fixed date for submitting reports was 
dropped, and the plan of the national system of calling for 
reports on some past day was substituted therefor. The 
number of reports per year was limited to four. So far as 
the content of the reports was concerned no change was 
made; even the obsolete section regarding the amount of 
bills of "solvent specie-paying banks" was included.'" 

The Auditor was required to publish the reports in some 
newspaper of the county in which the bank was located. He 
was not specifically directed to make a statement of the 
condition of banks in his biennial report; but Auditor John 
Russell, after calling for reports from all banks that had 
their articles recorded in the office of the Secretary of State 
under the provisions of an act of 1870, made a synopsis of 
the reports received on September 26, 1873, which he pub­
lished in his report for 1873. This was admittedly incom­
plete, but it was the beginning of regularly published statis­
tics on general banking in Iowa. taO 

Legislation enacted in 1874 to regulate savings banks con­
tinued the same power of the Auditor to call for statements 
from savings banks which he had already possessed over 
these same institutions under the general law. Only slight 
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modifications were made in the wording of the law regard­
ing the content of the reports. The Auditor was required by 
law to communicate to the General Assembly a statement of 
the condition of every savings bank and also to make recom­
mendations concerning changes in the law. Since this prac­
tice had been started during the preceding year, no practical 
result came from this feature of the law except the separa­
tion of the State banks from the savings banks in the Audi­
tors' summaries.'·l 

In the Code of 1897 the same provisions regarding quar­
terly reports were reenacted; and in addition the Auditor 
was given authority to call for special reports from the 
banks whenever he deemed it necessary. Prior to 1921 no 
penalty was imposed for withholding this statement. An 
amendment by the legislature in that year fixed a penalty 
of $10 per day for each da.y of delinquency, ten days being 
allowed in which to file the report after the call was issued 
before it became delinquent. By an amendment in 1921 
it was further provided that the statement need not show 
the cash on hand and amount due from banks separately.'" 

At about this time an effort was made by the Iowa Bank­
ers Association to secure a correlation of the reports of na­
tional and State chartered banks. A resolution was adopted 
at the 1897 convention recommending that the Auditor make 
the date of his call the same as that of the Comptroller for 
general statistical and comparative purposes."· In his 
report for 1903, Auditor B. F. Carroll stated that the banks 
were recommending that five reports per year be submitted 
on the same date as the national bank statements were called 
for.'" In 1911 an amendment to the Iowa law directed the 
Auditor to call for reports of condition five times a year 
instead of four times."s This made it possible for the Audi­
tor to issue calls simultaneously with the Comptroller; and 
since September, 1917, the State Department of Banking 
has been sending out calls at the same time as the Comp-
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troller.uo By the 1911 amendment the names of the banks 
in which the bank making the statement had deposits subject 
to call were eliminated from the published statement of the 
report. Banks were no longer required to publish the 
amount of liabilities due the bank by the directors thereof. 
Provision was made for the publication of the report by the 
Auditor in some newspaper of the town where the bank is 
located, the expense to be borne by the bank. 

When the State Department of Banking was created in 
1917, the only change made in the matter of bank statements 
and reports was to transfer the duties of calling for state­
ments and publishing the same from the Auditor to the 
Superintendent of Banking. No provision was made for 
changing certain long recognized weaknesses in the manner 
of giving these reports to the public. During the past twenty 
years the Auditors have repeatedly called attention to the 
inadequacy of the present reports. The bank report which 
has been published biennially, includes only one of the eight 
to ten statements received during the two years. It was 
published as part of the Auditor's report, an arrangement 
which was neither convenient nor economical since many 
persons would be interested only in one report and not the 
other. Auditor B. F. Carroll poiIited out that reports 
should contain a compilation of all reports made during the 
year. Auditor J. L. Bleakly, in an address before the Iowa 
Bankers Association in 1910, asked the support of the Asso­
ciation for proposed legislation providing for annual re­
ports instead of the regular biennial reports, which he char­
acterized as "ancient history when it emerges from the 
press." He stated that he was meeting this difficulty, in 
part, by making abstracts of the call reports and sending 
them to each bank in the State.U7 Since 1917.the report 
of the State Department of Banking has been issued sep­
arately. 

In the interests of economy a considerable forward step 
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was taken in the manner of presenting the statements of the 
banks in the reports published by the Auditor in 1916. 
Prior to that time a large portion of the Auditor's biennial 
report was taken up with printing, three to a page, the 
statements of each bank separately and for only one date. 
In 1916 the method of arranging the assets and liabilities 
by columns, following the model of the Comptroller's re­
ports, was adopted. The condition of each bank at the close 
of the two fiscal years was thus presented. In 1914 Part n 
of the Auditor's report, dealing with the condition of banks, 
consisted of 382 printed pages. Considerably more data was 
given in quite as accessible form in ninety-seven pages of 
the 1916 report. In 1918 the Superintendent o~ Banking 
returned to the former method of printing each report sepa­
rately. By placing four to a page he was able to include all 
of his report in 348 pages, all but eighteen of which were 
devoted to individual statements for one date only. In this 
matter the Iowa department is outdone by some of those in 
neighboring States. The report of the Michigan Bank Com­
missioner in 1916 consisted of 635 printed pages, each bank 
having a page of its own. 

A comparison of the statistics compiled and published by 
the Department of Banking in Iowa with those put out by 
the Comptroller of the Currency and the banking depart­
ments or bank commissioners of other States shows that the 
Iowa statistics are incomplete and inadequate. Among the 
features which are to be found in other reports, and would 
be of value and interest are: the earnings of the banks; a 
classification of the kinds of loans; complete data as to all 
failures of banks under the supervision of the Banking De­
partment; an abstract of the reports of the Comptroller 
dealing with the national banks of Iowa for comparative 
purposes; the members of the Federal reserve system; and 
the data on all banks of the leading cities of the State sepa­
rately. As part of their report, the Comptroller and cer-
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tain of the State bank commissioners, or superintendents, 
make rather full reports of general financial conditions, the 
administration of laws that have been enacted, and recom­
mendations as to needed legislation. The Auditor has, in 
the past, suggested many desirable reforms which have sub­
sequently been enacted into law. He has not, however, been 
able in addition to his numerous other duties to devote much 
time to a general survey of financial conditions. In the 
first report submitted by the Department of Banking there 
is no effort to do anything more than what had been done 
before in this respect. Certain observations of G. H. Mes­
senger, at that time Superintendent of Banking, regarding 
land values in Iowa, quoted by the Iowa press during the 
summer of 1919, indicated that he was in a position to incor­
porate in his report some facts concerning Iowa economic 
conditions that might well be published."·' 

EXAVTNATION OF BANES 

In addition to the reports and statements which the na­
tional and State supervised banks are required to make, they 
are also subject to periodic examinations by the supervising 
authorities. Under the terms of the national banking law 
of 1864 the Comptroller was authorized to appoint suitable 
persons to make examinations of the banks whenever he 
deemed it necessary. It was the duty of such examiners to 
make full and detailed reports of the condition of the insti­
tutions to the Comptroller. The examiner was given power 
to make a thorough examination into all the affairs of a 
bank, including an examination under oath of the officers 
and agents thereof. Compensation for examiners was fixed 
at $5 per day, and $2 for each twenty-five miles they were 
compelled to travel in the performance of their duties. This 
fee was paid by the bank examined. 

In 1875 the basis of compensation was changed from a 
per diem fee to a fee based on the capital of the bank ex-
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amined. The fee was graduated according to the capital, 
varying from $20 for banks having a capital of less than 
$100,000 up to $75 for those having a capital of $600,000 or 
over.489 This fee system was open to the objection that 
since the examiner's income depended upon the number of 
banks he could examine there was a temptation to do hurried 
work-an evil which was recognized by the Iowa bankers 
and condemned by a resolution of the Bankers Associa­
tion.uo In the Federal Reserve Act of 1913 several im­
portant changes were made in the conduct of the Comp­
troller'S examinations. While the former law had left the 
number of examinations to the discretion of the Comp­
troller, the amendment fixed this number at a minimum of 
two in each calendar year. More frequent examinations 
may be made if the Comptroller considers it necessary. The 
fee system was abolished, and regular salaries have since 
been paid to the examiners. The expense of the examina­
tion was thereafter to be assessed upon the banks examined 
in proportion to the assets. This change from capital to 
assets as a basis of assessment is recognized as a sound 
principle, since the assets may vary considerably without a 
change in the capital; while the assets are the items which 
the examiner must inspect. 

In order to remove any temptations to partiality in mak­
ing examinations, no examiner is permitted,. under pain 
of heavy penalties, to receive any loan or gratuity from any 
bank which he examines. He may not be in any way finan­
cially connected with the bank. Nor is the examiner allowed 
to disclose his findings to any person or persons except the 
Comptroller, the proper officers, or a court of competent 
jurisdiction.441 

Examinations come at irregular intervals without warning 
to the bank: the examiner is permitted to come in at any 
time, to count the cash, to inspect the loans, to examine the 
investments, to scrutinize the expense accounts, and to make 
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himself generally familiar with the bank's management and 
condition. If he is not satisfied from investigation that the 
bank is in a satisfactory condition, he makes such report to 
the Comptroller who then sends notice to that effect to the 
bank with suggestions also for correcting the defect."1 

In addition to the examinations by the regular examiners 
under the Comptroller, the Federal Reserve Act authorized 
each Federal reserve bank, with the approval of the Federal 
reserve agent or the Federal Reserve Board, to make spe­
cial examinations of member banks within its district."· 

The Oode of 1879 contains the first provisions for examin­
ations of the banks under the present laws of Iowa. At that 
time the Auditor was authorized to make, or cause to be 
made, an examination of any banking association operating 
under the general incorporation laws. No provision was 
made for bearing the expense of such examinations, nor was 
any number of examinations per year prescribed. At first, 
the examinations appear to have been conducted very infre­
quently and irregularly. In his report for 1881 the Auditor 
noted that he had caused to be made an examination of all 
incorporated banks of the State. Apparently only one ex­
amination was made in the biennium. His predecessor also 
notes the fact that he had complied with the law inrespeet 
to making examinations, but he does not state the number. 
At present it is the practice of the State Department of 
Banking to make at least one examination of all banks under 
its supervision each year. Banks needing special attention 
are given more frequent examinations, but this number is 
not large, so that on the whole annual examinations are now 
the rule. 

In 1885 Auditor J. W. Cattell called attention to the fact 
that no provision was made for defraying the expenses of 
needed examinations. He said the custom had been to 
charge them to the bank, and that the banks had quite gen­
erally paid them. It was his opinion that the matter should 
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not be left in this doubtful condition, and so he recommended 
a fee for examination similar to that required of the na­
tional banks, graduated according to capital. The legisla­
ture failed to act at that time, and the recommendation was 
renewed by the succeeding Auditor."· 

In 1890 the legislature acted on the matter, specifically 
authorizing the Auditor to appoint one or more bank ex­
aminers to hold office at his pleasure. The expense of the 
examinations was to be paid by any bank, State or savings, 
which received examination. If the examination was con­
duoted by the Auditor personally, he received only his neces­
sary expenses. The fees for the regular examiners were 
graduated according to capital, ranging from $15 for a bank 
of $50,000 capital or less up to $30 for a bank having a 
capital of $200,000 or over."11 The provisions of this legis­
lation regarding examinations followed rather closely the 
national banking law. In so doing it introduced the two 
evils of a fee system for compensating examiners and of an 
assessment of expenses according to capital stock, rather 
than the more accurate basis, later adopted, of total assets. 

The first of these defects was remedied by legislation 
enacted in 1904. At that time all previous laws regarding 
bank examiners were repealed, and the Auditor was author'7 
ized to appoint four bank examiners at an annual salary. of 
$1800 and necessary expenses. The total amount paid for 
salaries and expenses was not allowed to exceed the amount 
of fees collected from the banks examined. The amount of 
the fees from the banks was not changed, but, instead of 
being assessed at the time of examination, the fees were 
made payable to the Auditor annually before March 1st of 
each year.us In 1906 the number of bank examiners was 
increased to five, and provision was made to include loan 
and trust companies under the law relating to examination 
of banks." 'I' Again, in 1909 the number of examiners was 
increased from five to six. No change was made in the 
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salary paid, but the fees payable by the banks were raised. 
The rates were fixed at $15 for a bank having a capital of 
$25,000 or under, and were graduated up to $50 for a bank 
having a capital exceeding $150,000. One of the examiners 
was to be designated by the Auditor as chief examiner; it 
was his duty to have charge of the department examiners 
and of reports. ~8 

Again in 1915 the number of examiners was increased and 
the assessed fees were raised while other modifications were 
made in the law. The Auditor was authorized to appoint 
from six to nine examiners. A qualification for examiners 
introduced at this time was five years of banking experi­
ence. The fees assessed against the smaller banks re­
mained unchanged, but the maximum amount was increased 
so that a bank with a capital in excess of $200,000 was 
charged $150 annually. ~t 

The duties of supervision taken over by the Banking 
Department in 1917 included the examination of the banks 
and trust companies of the State. Power to appoint from 
six to eight bank examiners was given to the Superintend­
ent. Three years of practical bank experience was made a 
qualift.cation for the office. The maximum salary was raised 
to $2200 per annum plus the necessary expenses incurred 
in making examinations. Salaries and expenses of the 
Superintendent and examiners were again limited to not 
more than the fees collected from the banks and trust com­
panies.flO 

In 1919 the section of the law relating to the number and 
salary of bank examiners and clerks in the Banking Depart­
ment was repealed and a substitute enacted therefor. It 
had been found that the number of examiners was too small 
for the amount of work they were required to do. More­
over, the salary was inadequate to hold men of ability-as 
many as three examiners had left the Department in a single 
week to take better paying positions elsewhere. To meet 
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these. difficulties the General Assembly substituted for the 
maximum number of eight examiners, a limit of one exam­
iner for each hundred banks or major fraction thereof under 
the jurisdiction of the Banking Department. At the time of 
the passage of the act there were 1318 State supervised 
banks, therefore the number of examiners was automatically 
increased from eight to thirteen. The maximum salary of 
examiners was raised from $2200 to $3000. 

Increased expenses due to the increased number and pay 
of examiners made necessary a change in the fee system 
which had been in vogue for several years. The law re­
quired that the expenses of the Department be met from the 
fees collected from the banks. During the year 1918 sev­
eral hundred banks had voluntarily contributed ten dollars 
each in order to sustain the Department. The basis of fees 
paid by banks had formerly been the capital stock of the 
banks. As a matter of fact the inspection of the assets con­
stituted the real work of examining the bank. The total 
assets of the banks were growing very rapidly, more so than 
the capital stock. Hence the basis of assets, already used 
in the fee system of the national banks, was adopted in the 
new law. The rate of the fees assessed was $1 per $1,000 
of assets on the first $25,000 of assets, and at the rate of 
two cents per $1000 of assets on all assets over and above 
$25,000. It was also provided that no examination would 
be made for less than $20. All fees were made payable to 
the Superintendent of Banking within ten days of the time 
of making the examination. These fees were then to be 
turned over to the State Treasurer. No payments toward 
salaries or expenses of the Department could be made by 
the Treasurer unless there were funds on hand, received as 
income from the Department to pay the same .•• 1 

The national or State bank examiners forward their re­
ports of the examinations they make to the Comptroller or 
the State Banking Department as the case may be. These 
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reports are not communicated to the bank officials, except 
when it is necessary to bring to their attention some unsatis­
factory condition which demands correction. Bank direc­
tors should possess intelligent knowledge of the bank's 
affairs, for it is recognized that a bank whose affairs are 
known to only one or two men is likely to be mismanaged. 
The Comptroller has urged upon national banks the desir­
ability of examinations by the board of directors. State 
Auditor C. C. McCarthy in 1893 recommended to the Gen­
eral Assembly the passage of a law requiring that directors 
of State supervised banks make regular examinations. The 
legislature enacted a law the following year which provided 
that the board of directors of any State or savings bank 
must appoint an examining committee from its own mem­
bers to make an examination of the bank at least once every 
quarter. This examining committee was to report its find­
ings to the board, which report must be recorded in the 
minute book of the bank. CIII In 1906, upon the recommenda­
tion of Auditor B. F. Carroll, this section was amended to 
require that one of the quarterly examinations should be in 
June and another in December. The results of these exam­
inations, in addition to their being recorded in the minute 
book, must be reported to the Auditor. Failure to make 
this report promptly to the Auditor was to be followed by 
an examination of the bank by one of the regular bank ex­
aminers at the expense of the bank. CII 

Frequently a national bank and a savings bank or trust 
company operate in the same room and are owned by the 
same stockholders. For the convenience of these associated 
banks, the Banking Department and the Comptroller's De­
partment always cooperate in making examinations. CIIC 

THE STATE BANKING DEPARTMENT 

Reference has frequently been made in the preceding 
pages to the State Department of Banking. Prior to 1917 
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the State chartered banks were under the supervision of 
the Auditor of State. It was early recognized that the busi­
ness of the Auditor exceeded that of other State officers and, 
therefore, he was unable to give the personal attention to 
the details of certain branches of his department that was 
desirable. The Auditors during the seventies and early 
eighties all recommended the creation of a separate depart­
ment for the supervision of insurance and banking. fIG Prob­
lems connected with the supervision of insurance were espe­
cially arduous, and it was in that connection particularly 
that the recommendation was pressed. A separate insur­
ance department was not created until 1913; but for some 
time after this the banks were left under the Auditor'4 
supervision. fll8 

In general the early recommendation of the Auditors 
favoring a separate department or departments of banking 
and insurance was supported by the Governors. When 
former Auditor Buren R. Sherman became Governor in 
1882, one of the recommendations in his first inaugural mes­
sage to the General Assembly was the creation of a Com­
missioner of Banks and Insurance. fll7 The Iowa Bankers 
Association was also on record as favoring a separate bank­
ing department. At their 1912 convention a resolution to 
that effect was adopted on the grounds that such supervision 
would be more efficient and satisfactory to the banks and 
afford greater protection and security to tb,e public at large. 
The law passed by the Thirty-seventh General Assembly 
creating a separate State Banking Department was drafted 
by the officers of the Iowa Bankers Association and fos­
tered by the Association. It was doubtless due to their 
support that the measure was passed, since at that time the 
Auditor was opposed to having the Banking Department 
divorced from his office. fll8 

In March, 1917, the General Assembly passed an act estab­
lishing the "Banking Department of Iowa", the chief officer 
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of which was to be the "Superintendent of Banking". All 
of the books, records, reports, and securities or papers of 
any kind in the possession of the Auditor relating to bank­
ing were at the time of taking effect of the act (July, 1917) 
to be delivered to the Superintendent of Banking. His 
duties included all those imposed upon the Auditor which 
related in any way to banking matters. 

The Superintendent of Banking was made an appointive 
officer, nominated by the Governor and confirmed by a two­
thirds vote of the members of the Senate in executive ses­
sion. But nominations made to the Se~ate may not be cOn­
sidered by that body until the same have been referred to 
a committee of five appointed by the president of the Sen­
ate. Nor may consideration of the nominations take place 
on the same legislative day that the nomination is referred 
to the committee of five. The principal qualifications of the 
Superintendent, aside from general fitness, is that he shall 
have had at least five years executive experience in a State 
or savings bank in Iowa. He is appointed for a term of 
four years with a salary of $4000 per year.4111 

George H. MeBSenger, president of the Van Meter State 
Bank and of the Linden Bank w~ the first appointee. He 
began his banking experience in Iowa in 1895 and bad, dur­
ing more than twenty years of practical experience, become 
thoroughly familiar with banking in Iowa and possessed of 
a wide personal acquaintance among bankers.410 Mr. Mes­
senger resigned early in 1920 and M. V. Henderson, J r., of 
Hawkeye, Iowa, was appointed to succeed him. Mr. Hen­
derson was also a man of wide banking experience and at 
the time of his appointment was treasurer of the Iowa Bank­
ers Association. At the expiration of his term of office, 
July 1, 1921, W. J. Murray of Eldora was appointed for the 
regular term of four years. 

By the terms of the law of 1917 the Superintendent of 
Banking was given authority to appoint not to exceed foul' 
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clerks or stenographers in addition to the eight bank exam­
iners. He was to fix the salaries of clerks and was held 
responsible for all work done by his department. tel The 
1918 report of the Ba.nking Department shows that the 
office force consisted of a secretary, a legal clerk, an account­
a.nt, and a stenographer. The duties of the Department 
proved to be too heavy to be properly conducted by the 
office force permitted by law. Accordingly when the num­
ber of examiners was increased in 1919, the law was also 
amended to permit the employment of additional office help. 
Clerks, stenographers, or special assistants to the number 
of one for each two hundred banks were authorized. One 
of these was to be a Deputy Superintendent of Banking, 
who should be qualified to perform all of the duties of the 
Superintendent during his absence or inability. The maxi­
mum salary of the deputy was fixed at $3000 per annum; the 
amount of salaries of the other clerks was left to the discre­
tion of the Superintendent. A general salary act was 
passed by the Thirty-ninth General Assembly ftxing the 
number and compensation of employees in the several State 
departments, including those in the Department of Banking. 
This act did not change the salary of the Superintendent or 
the Deputy Superintendent and allows for a salary range 
of from $1800 to $3000 per annum for bank examiners. Ex­
penses are also allowed the Superintendent for attending 
the group meetings, and the State convention of the Iowa 
Bankers Association, meetings called by the Federal Re­
Berve Bank of Chicago, or other annual meetings of banking 
supervisors or commissionen. A limit of $500 per year has 
been fixed for expenses in attending these meetings. tel 

In 1919 the powen of the Superintendent of Banking 
were enlarged; he was given authority to deny a charter to 
any proposed bank whenever in his judgment the locality 
in which the proposed new bank was to be established was 
amply served with banking facilities, or if he believed the 

Digitized by Google 

.. 



200 HISTORY OF BANKING IN IOWA 

individuals named as officers and directors are not such as 
to command the confidence of the community. An appeal" 
might be taken from his ruling to the Committee on Re­
trenchment and Reform-a committee of the legislature 
composed of :five members each of the Senate and House of 
Representatives. Any order reversing the decision of the 
Superintendent must have the majority vote of this com­
mittee, which. decision should be final and conclusive. This 
increased power granted the Superintendent was but tem­
porary, the provisions of the law in this respect being of no 
force or effect after December 31, 1920. Prior to the meet­
ing of the General Assembly in 1921, an investigation was 
conducted by the Iowa Bankers Association concerning the 
powers of the banking departments or boards of other 
States to refuse bank charters. On the basis of the infor­
mation secured it was planned to support the reenactment 
of the bill, but circumstances arose which made i,t seem cer­
tain that such a measure could not be passed. Accordingly 
the matter was dropped without presenting any bill to the 
legislature. tea 

Two principal reasons, growing immediately out of the 
war, are to be found for this temporary measure: to curtail 
unnecessary business expansion during the period of recon­
struction following the war; and to prevent the formation of 
the so-called "spite banks". In addition to those who sup­
ported the temporary measure for these reasons there were 
many who desired a law which would permanently confer 
this power on the Superintendent in order thereby to reduce 
competition among banks. In fact, the opponents of the 
bill charged that this was the real reason for the passage of 
the law. Evidence is not lacking, however, showing that 
the temporary causes played an important part in creating 
sentiment for the measure. At the 1918 convention of the 
Iowa Bankers Association a resolution had been passed to 
the effect that the Association was opposed to any new 
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enterprise not of direct benefit in winning the war and 
therefore the Association requested the Comptroller of the 
Currency and the Superintendent of Banking not to issue 
authority for any new bank or corporation not essential in 
Iowa during the period of the war. He Although the armis­
tice had been signed before the legislature convened, this 
reason seems to have had some weighl It was also charged 
that in some communities the Germans were withdrawing 
and forming the so-called "spite banks", supported by their 
own nationality. These Germans were said to be boycotting 
the established banks because of the subscriptions required 
of them in the drives for the sale of war bonds. 

Under the authority thus conferred upon him the Super­
intendent of Banking has had occasion to defend his opinion 
in at least two cases. An appeal was brought to the Com­
mittee on Retrenchment and Reform by merchants and busi­
ness men of Unionville who had been denied a charter by 
Mr. Messenger. The place is a smaIl unincorporated town 
which already had one bank:. It was on the ground that 
t}ps town could not support two banks that the proposed 
charter was denied .. The decision of the committee was a 
tie vote, thus affirming the decision of the Superintendenl 
In the case appealed from West Union the decision of the 
Superintendent of Banking was reversed. Hli 

The desirability of thus allowing one man to decide the 
question as to whether a bank may be permitted to obtain a 
charter has been seriously questioned. Since a similar 
authority is vested in the Comptroller of the Currency, so 
far as the establishment of national banks is concerned, 
there is a precedent for this kind of legislation.He A ma­
jority of the States also have some provision for preventing 
the establishment of banks where they do not appear to be 
needed or where the founders do not command publio con­
fidence. The act which vested this power in the Superin­
tendent of Banking also prohibited any more private banks 
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from commencing business. Of the wisdom of the latter 
provision there can be no question. Neither can the tem­
porary authority conferred upon the Superintendent be 
regarded as a menace. The question as to whether or not 
the provisions of the temporary measure should be per­
manenUy adopted has aroused considerable dUferenoe of 
opinion. Iowa already leads all the States of the Union in 
the number of banks. The intensity of competition has re­
sulted in certain evils,"T but it has also forced the bankers 
to adopt a policy of community service and business alert­
ness which has been highly benedcial. If the effect of such 
a law is to grant a monopoly to existing institutions without 
reserving the right to regulate rates and service, it would 
be contrary to public policy. There is no reason to believe, 
however, that the Superintendent of Banking would under­
take to arbitrarily restrict the legitimate extension of bant­
ing facilities, especially since there is a chanoe to appeal to 
the Committee on Retrenchment and Beform. 

The legislative committee of the Iowa Bankers Associa­
tion backed several blue sky bills which were intended to 
provide regulations for the promotion fees for the issuance 
or sale of stock by corporations. In general this program 
failed of passage, but one bill, prohibiting the receiving of 
a commission or bonus of any kind for organizing a bank 
or securing SUbscriptions of capital to the same, was enacted 
intO law.·" This lVould appear to be a further step in the 
direction of discouraging the establishment of new banks 
except where really needed. 

In the supervision of banking Iowa ranb fairly weD 
among the States. Supervision of private banks continues 
to be lax and wholly inadequate, but the prohibition by law 
of new private banks and the steady rate at which this type 
of institution has been organizing under State or national 
laws makes it seem probable that the nmnber of these banks 
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in the future will be relatively insignificant. Perhaps in 
time publio sentiment will support a law whioh will either 
foroe the remaining institutions under State supervision or 
else take from them the right to oall themselves banks. 
With the organization of the Department of Banking a for­
ward step was taken which placed Iowa in line with the 
other leading States. As time passes this Department may 
be expected to be of still greater service to the banks and 
the publio. The efficiency of supervision in the past, as 
well as the conservative character of Iowa's banken, is at­
tested by the small list of failures among the State super­
vised banks. 
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THE FEDERAL RESERVE SYSTEM IN IOWA 

The establishment by Congress of the Federal reserve 
system in 1913 changed materially the position of the na­
tional banks of Iowa. Moreover, its influence on the State 
chartered banks has been very marked. Considerable spe­
cial legislation has been necessary to adapt the Iowa bank­
ing laws to the changed conditions, and in the future the 
influence of the Federal reserve system in Iowa banking 
may be expected to become even more important. Because 
of its importance and because of its special nature, the his­
tory of the system in Iowa has been reserved for special 
treatment in this chapter. 

ORIGIN OF THE FEDERAL BEBEBVE 8Y8Tmol 

The temporary breakdown of the nation's banking sys­
tem in the panic of 1907 was the immediate cause of the 
adoption of the Federal Reserve Act. Defects in the bank­
ing system of the country had been pointed out from time 
to time, but the nation was not thoroughly awakened to the 
need of a fundamental change in its banking organization 
until the crisis of 1907 revealed the weaknesses of the old 
system. The underlying defect was shown to be a lack of 
cohesion in the entire banking structure. Nearly twenty­
five thousand banks were operating in the United States 
in 1907; and approximately seven thousand of these were 
under national law. The remainder were either under 
State laws or were entirely unregulated.409 Even in the 
case of the national banks there was lacking the necessary 
centralization of control and unity of action. Whatever 
united effort was put forth to save the banks in the crisis 
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came through the clearing house associations of the various 
cities. 

Congress was not prepared to adopt a comprehensive re­
form in banking during the session of 1907-1908. The need 
for more information was recognized and met by the crea­
tion of a National Monetary Commission, composed of nine 
members from each branch of Congress. This commission 
was given liberal appropriations and authorized to make 
a thorough study of monetary conditions in this country and 
abroad. Meanwhile, some steps had to be taken to meet the 
strong popular demand for currency reform. A bill was 
hurriedly passed and approved, May 30, 1908, known as the 
Aldrich-Vreeland Act. This act was recognized as a tem­
porary expedient, since it was to expire by limitation on 
June 30, 1914. It was later extended one year by the Fed­
eral Reserve Act. Under the provisions of this act asso­
ciations of banks, known as "National Currency Associa­
tions", were permitted to issue currency secured by a de­
posit of commercial paper. There was also provision for 
the issue of additional oirculation secured by deposit of 
bonds other than bonds of the United States by national 
banks not members of,. currency association. The purpose 
of the additional circulation provided by the act was solely 
to furnish an emergency currency.470 

After a thorough study of banking and currency problems 
in the United States and the other leading commercial coun­
tries, the National Monetary Commission brought in a re­
port and a bill in 1911; but no action was taken until after 
President Wilson's inauguration in 1913. Together with 
tariff revision, banking and currency reform became one of 
the important problems before the special session of Con­
gress. The monetary legislation was put through as a 
party measure, and the majority of the Iowa members of 
Congress, being Republicans, opposed its enactment. While 
the bill was before Congress the sentiment of Iowa bankers 
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was unfavorable to the measure. Speaking in opposition 
to the compulsory feature of the measure, so far as national 
banks were concerned, Representative H. M. Towner stated 
that he had sent copies of the bill to bankers in his district, 
askjng an expression of opinion. Of the thirty-eight 
answers received, only two favored the bill; three were non­
committal; and the rest opposed it. Eighteen national 
bankers stated that they would give up their charters rather 
than accept the conditions of the bill. m Amendments sub­
sequently adopted met some of the objections raised by the 
bankers; but, on the whole, the sentiment of Iowa bankers 
was one either of opposition or of indifference to the act 
when finally passed. Some prominent Iowa bankers, on 
the other hand, strongly endorsed the new system. Among 
these, Arthur Reynolds of Des Moines, President of the 
American Bankers Association, was an active leader. UI 

When the time came to organize the system and divide 
the country into districts, Iowa bankers were interested in 
preventing the State from being split into several parts. 
The Council of Administration of the Iowa Bankers Asso­
ciation voted on January 9,1914, to take up with the organ­
ization committee the question of having the entire State 
placed in the Chicago district. A large committee of Iowa 
bankers met with the committee on January 19th.·n The 
division of the country into districts, which resulted in plac­
ing the entire State of Iowa in the seventh district, with 
headquarters at Chicago, was an arrangement very satis­
factory to the Iowa banks. 

Provision was made for the establishment of branches of 
the Federal reserve banks to serve localities inconveniently 
located with regard to the bank of their district. Twenty­
one branches of the twelve Federal reserve banks had been 
established by March 1, 1920.·"· The fact that no such 
branches have been established to serve Iowa banks is evi­
dence that Chicago has proved sufticiently convenient. 
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VElCBEBSBIP IN THE SYSTEM 

Membership in "the Federal reserve system was made com­
pulsory for all national banks and optional for the State 
chartered banks. Sixty days were allowed the national 
banks in which to signify their intention of joining; State 
banks were allowed the privilege of entering at any time. 
In spite of the earlier threats of withdrawal from the na­
tional system, all but seventeen of the national banks of the 
entire country had signified their acceptance of the system 
by the end of the sixty day limit. 4111 State banks, on the 
other hand, were almost as unanimous in staying out 
of the system. Up to June 21, 1917, when some important 
amendments to the law were passed, only fifty-three State 
banks and trust companies in the United States had become 
members. ..,. 

The provisions of the Federal Reserve Act regarding 
State bank membership required the banks to conform to the 
capital requirements of national banks, to observe the limi­
tation on loans to a single individual or :firm of ten per cent 
of the capital and surplus of the bank, to meet the same 
reserve requirements as national banks, and to be subject 
to examination and supervision of the Federal Reserve 
Board. 4fT In the amendments which have since been en­
acted, particularly those of June 21, 1917, changes have 
been made in certain general features of the act and in the 
sections relating especially to State bank membership which 
make the system more attractive to State banks. 

The important changes made in the system in June, 1917, 
were, first, the lowering of the reserve requirements for all 
member banks, the cash-in-bank reserve being left entirely 
at the option of the banker. The amount to be held on de­
posit in the Federal Reserve Bank was fixed at thirteen per 
cent of the demand d~posits and three per cent of the time 
deposits for banks in a central reserve city. Banks situated 
in reserve cities must have on reserve, with the Federal 
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Reserve Bank, ten per cent of the demand deposits and 
three per cent of the time deposits. At present banks in 
four Iowa cities come under this provision. 418 Banks in all 
other cities or towns of the State were required to keep 
reserves of seven per cent of their demand deposits and 
three per cent of their time deposits. 

In the second place, the State bank members were given 
certain new special privileges. They were given the oppor­
tunity of withdrawing from membership at any time upon 
six months written notice to the Federal Reserve Board. 
State banks were permitted to become members of the sys­
tem and still loan to one individual or firm an amount above 
the ten per cent of capital and surplus which was the maxi­
mum for national bank members. But in case any borrower 
owed a member State bank in excess of the ten per cent, his 
paper was made ineligible for rediscount. Provision was 
also made whereby the examinations made by State author­
ities might be accepted in lieu of examinations made by the 
examiners approved by the Federal Reserve Board. The 
number of reports of condition and of payment of dividends 
required from State bank members was fixed at not less 
than three each year.41' 

State banks in Iowa were barred from the opportunity 
of becoming members of the system during the first year of 
operation. Auditor John L. Bleakly stated that he had 
many inquiries at the outset from State banks desiring 
membership, but his ruling was that the permission could 
not be granted until the legislature changed the Iowa laws 
to permit banks to hold stock in other banks.'1!0 At the 1915 
session of the legislature, State banks, savings banks, and 
trust companies were granted the right to subscribe for 
stock of the Federal Reserve Bank, upon an affirmative vote 
of fifty-one per cent of their stockholders.,sl Although the 
way was thus cleared as soon 8S possible for State banks to 
join the system, only one State chartered bank in Iowa, the 
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Bankers Loan and Trust Company of Sioux City, was a 
member of the Federal reserve system by the end of the 
year 1916.·u 

AttITUDE OF IOWA BANXEBS 

The explanation of the failure of State banks to join the 
system lies partly in defects of the law during the early 
years and partly in the attitude of hostility or opposition 
shown to the system by national bank members. The posi­
tion of the Iowa Bankers Association can be shown from 
the attitude of the 1915 and 1916 conventions. At the 1915 
convention Senator John Weeks of Massachusetts, a mem­
ber of the banking and currency committee of the Senate 
during the session which passed the Federal reserve law, 
addressed the bankers on the general relations of the gov­
ernment to business. Senator Weeks had been one of the 
few RepUblican Senators to vote for the bill; and in the 
course of his address he endorsed the Federal reserve sys­
tem in rather luke-warm manner.·88 

A year later the spirit of the convention was one of open 
opposition to certain phases of the system. The President 
of the Association in his annual address stated that in his 
opinion the war alone had prevented a disastrous panic at 
the opening of operation of the banks. He advised banks 
not members to "think long and earnestly", if they were 
considering joining, before deciding affirmatively. He even 
went so far as to say: "I believe I am not suggesting any­
thing out of the way in saying that the State and savings 
banks of this State, should they ever desire or feel that they 
should belong to the Federal Reserve Bank, would find it a 
great mistake and calamity to them.".84 

F. Howard Hooke, editor of the Fintmeial Age of New 
York City, addressed the same session of the Association. 
He asserted that the Federal Reserve Act as it stood on 
the statute books "is fundamentally unsound, structurally 
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wrong and impracticable in its operation." One of his 
arguments, which might be expected to be particularly effec­
tive in discouraging State bank membership, was the cost 
of the system to the member banks. "It cost the bankers 
and indirectly the people $1,700,000 to operate the Federal 
Reserve Banks last year, and with increasing activities the 
Lord only knows what it will cost in subsequent years", was 
one of Mr. Hooke'S statements."' 

In view of the subsequent record under increasing activ­
ities these objections furnish interesting reading. In 1918 
the gross earnings of the entire system were $67,584,417, 
and net earnings were $55,446,979. The net earnings of 
the Federal Reserve Bank of Chicago were $6,805,081-
equivalent to about sixty-one per cent of the paid-up capital 
as of December 31, 1918. After paying dividends of 
$603,602 there remained $3,100,223 to transfer to the surplus 
fund and an equal amount to turn over to the government 
as a franchise tax, in accordance with the plan for division 
of earnings above the six per cent cumulative dividend 
allowed the member banks. In 1919 the net earnings of the 
Federal Reserve Bank of Chicago were $8,576,204. The net 
earnings for the entire system in 1920 were 158.4 per cent 
of the capital stock.'· 

Some support for the Federal reserve system was brought 
out in the discussion of a resolution to the effect that the 
Iowa Bankers Association favored the abolition of the 
-Comptroller's office. The resolution was finally tabled."T 
On the whole, however, the attitude toward the new system 
during the first two years of its existence, as shown by the 
Iowa Bankers Association, was either one of indifference 
or opposition. 

The outbreak of the war and the amendments of June, 
1917, were responsible for a marked change in the member­
ship of State institutions. The removal of obstacles in the 
way of State bank membership came at a time when the 
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requirements of financing the war made evident the need 
for cooperation. Patriotism was coupled with a desire on 
the part of banks to strengthen their own position for the 
great effort of war financing. President Wilson urged upon 
the banks the need for strengthening the resources of the 
Federal reserve system. He stated that the financial power 
of the country would depend largely' 'upon the strength and 
staying powers of the Federal reserve banks". Eligible 
State banks were urged to consider the question of member­
ship in the Federal reserve system as· a" solemn obliga­
tion" .... 

Iowa's response to this appeal is noteworthy. By the end 
of 1918 seventy-seven State banks were members. Among 
these were included some of the larger State banks, notably 
the American Commercial Savings Bank of Davenport with 
resources of fourteen and one-half million dollars. t •• 

By 1918 there was a complete reversal of attitude by the 
Iowa Bankers Association. The members of the Associa­
tion gathered in convention at Dubuque on June 19th and 
20th when the war situation was not encouraging. The 
thought of the hour was centered upon winning the war, and 
as bankers the members of the Association sought to carry 
their share of the burden. Praise for the part played by 
the Federal reserve banks in handling the financial prob­
lems of. the war was frank and generous. C. A. Hinsch, 
President of the American Bankers Association, stated in 
the course of his address, that: •• The Federal Reserve Act is 
the greatest piece of constructive legislation ever enacted 
by our Government and it is very- fortunate indeed that we 
were able to place this great system in operation before en­
tering the world war.. . All eligible State Banks 
should join the system. It is inconceivable that the N a­
tional Banks alone would be expected or permitted to insnre 
the financial stability of the country unaided by the eligible 
State Banks." J. B. McDougal, Governor of the Federal 
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Reserve Bank of Chicago, also strongly urged State banks 
to join. He expressed the opinion that the attitude of in­
difference and criticism at first shown by members had 
changed. President-elect J. H. Ingwersen endorsed every 
statement made by Governor McDougal and urged the need 
of a unified system of banking. 

Official endorsement of the Federal reserve system was 
given by the Iowa Bankers Association in a resolution which 
reads as follows: 

Whereas, the FedQral Reserve System has proven a tower of 
strength to the Nation, and to our allies in financing the activities 
of war and in stabilizing and protecting the business interests of 
the country: 

Therefore, Be It Resolved, That we, the Iowa Bankers, in Con­
vention &88embled, endorse the Federal Reserve System and recom­
mend that State Banks give careful and favorable consideration to 
the privilege they have of becoming members of the system, both 
for the advantages they will gain and &8 a patriotic duty to aid 
the Government to mobilize the financial resources of the Nation 
for the successful prosecution of the War.··O 

The good will of the Iowa Bankers Association toward the 
Federal reserve banks has been repeatedly manifested in 
succeeding years. Governor W. P. G. Harding of the Fed­
eral Reserve Board has twice been welcomed as a conven­
tion speaker and the officers of the Federal Reserve Bank 
of Chicago have also addressed the Iowa bankers at the an­
nual convention. In November, 1920, the Association pro­
moted a series of farmer-banker conferences at which the 
officials of the Reserve Bank were the principal speakers. 
At the annual convention earlier in the same year a per­
manent Federal Reserve Committee was created whose duty 
is to present to the officers of the Federal Reserve Bank 
matters affecting the members of the Association and to co­
operate with them in securing needed changes in the law 
or its administration. fill 
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SERVICE IN THE CBI8I8 OF 1910 

The signing of the armistice did not terminate immedi­
ately the necessity for government financing. Moreover, it 
left a heavy problem of credit readjustment. During the 
early months of the year 1919 business was somewhat un­
certain and wholesale prices slumped slightly. This was 
followed by a post war boom in practically all lines of indus­
try. In Iowa this activity in general business was accom­
panied by land speculation and the flotation of many indus­
trial propositions, few of which gave promise to a conserva­
tive investor of being ultimately successful. The average 
price of land increased $63 per acre during 1919; cases of 
re-sale within a few weeks at an advance of from $50 to 
$100 per acre were not uncommon during the summer 
months. During the same period $200,000,000 of capital 
are estimated to have been wasted in wildcat promotion 
projects. 

During 1919 the Federal Reserve Board hesitated to try 
to curb this over-extension of credit by raising the discount 
rates of the banks. According to the Governor of the Fed­
eral Reserve Board, the "principal reason why discount 
rates were not increased earlier than they were in 1919 was 
on account of Treasury financing. " Purchasers of Liberty 
bonds had been urged to "borrow and buy" on the promise 
of low interest rate on notes secured by government obliga­
tions. By the end of the year 1919 it was felt that the bond 
purchasers had been given sufficient assistance. In the 
early weeks of 1920, therefore, the Federal reserve discount 
rates were increased in the hope of checking further infla­
tion. Rates on commercial paper were advanced from four 
and three-fourths per cent to six per cent for the Chicago 
district. In the early summer the commercial rate was ad­
vanced to seven per cent. The etrect of this was to aid in 
checking the expansion of credit and starting a moy-ement 
toward liquidation. 
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The reports of the State and savings banks in Iowa show 
that expansion of credit continued until the spring of 1920. 
On April2neI, the State and savings banks reached the maxi­
mum volume of loans shown by any report to date, the total 
being $647,850,601. Compared with the nearest correspond­
ing date in 1919 this was an increase of $168,705,165, repre­
senting an expansion of loans of over thirty-five per cent 
during the year. From April to November, 1920, there was 
a decline of $7,814,576 in loans. In the meantime deposits 
had fallen from $705,487,819 to $620,861,010, a drQP of 
$83,626,809, or over ten times the reduction which had taken 
place in loans. Since that time liqiudation has continued, 
loans on March 22, 1921, being $616,993,214, or $30,857,386, 
below the corresponding date in 1920 at which time they 
had stood at the maximum. Deposits still continued to de­
cline more rapidly than loans, but after November the 
liquidation of the two proceeded at a more nearly equal rate. 
On !larch 22nd the deposits were $586,079,164, this being 
$119,408,654 below the high mark of one year earlier. 

To meet such an unusual demand by depositors the banks 
were compelled to increase materially their bills payable 
and rediscounts. On April 2, 1920, this item in the con­
solidated statement was $36,776,367, which was slightly 
more than double what it had been a year earlier. This 
figure mounted rapidly during 1920, reaching a maximum 
of $80,143,951 on December 31st. The March, 1921, state­
ment shows that the banks had somewhat improved their 
position in this respect. The average percentage of reserve 
in all State and savings banks was 16.7 per cent on April 2, 
1920, 12.5 per cent on November 3reI, and 13.4 per cent on 
!larch 22, 1921. Taken as a whole, therefore, the reserve 
position of the banks was fairly well sustained, a thing 
which would seemingly have been quite impossible without 
liberal resort to rediscounting operations. 

The data given are for State and savings banks, of which 
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only 80 out of over 1300 were members of the Federal re­
serve system. Data for the national banks covering the 
same period are not available to the writer, but data con­
cerning total rediscounts with the Federal reserve bank 
indicate that somewhat similar results would be shown by 
including them. Since all of the national banks are mem­
bers of the Federal reserve system, it was to them that the 
rediscount privilege proved of most direct benefit. But 
the rediscounts secured by Iowa banks from their corre­
spondents in Chicago, New York, and other finanoial cen­
ters, were praotioally all made with members of .the Federal 
reserve system. They made these advances much more 
freely because they were able to look to the Federal reserve 
bank in their district for assistance. Indirectly, therefore, 
the Don-member banks were securing help from the Federal 
reserve system. 

The direct service of the Federal Reserve Bank of Chi­
cago in rediscounting paper for Iowa banks is shown by 
data of the rediscounts OD representative dates. During 
the months following the war when war borrowing was still 
the dominant reason for advances by the Federal reserve 
banks, the loans to Iowa member banks by the Federal Re­
serve Bank of Chicago reached a high point in May, 1919, 
of only $32,000,000. A year later the figure was $65,000,000. 
During the summer of 1920 the amount was reduced some­
what; but in the fall it mounted steadily, reaching $91,000,-
000 in November, 1920, and $97,000,000 in January, 1921. 
On AprilS, 1921, it was reported that of the 457 Iowa mem­
bers of the Federal reserve system 375 banks were borrow­
ing. The records on that date showed outstanding loans 
by the Federal Reserve Bank with Iowa banks of $75,000,-
000. The basic line for the Iowa banks was then $36,000,-
000; the excess was, therefore, more than one hundred per 
cenl Three hundred and twelve of the borrowing banks 
were reported to be over their basic loaning line, some of 
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them as much as fifteen times. By an amendment of the 
Federal Reserve Act of April 13, 1920, the Federal reserve 
banks were authorized with the approval of the Board to 
establish graduated rates of discount. These progressive 
rates could be assessed only against amounts discounted in 
excess of the basic line. Four of the Federal reserve banks 
applied these super-rates, but the Chicago bank maintained 
uniform rates on all rediscounts. 

In spite of these large rediscounts by Iowa banks, the 
idea has persisted that the reserve system has not served 
the needs of the farmer. In order to promote a better 
mutual understanding between the farmers, the Iowa bank­
ers, and the officials of the Federal Reserve Bank of Chicago, 
four farmer-banker conferences were arranged by the Fed­
eral Reserve Committee of the Iowa Bankers Association. 
These conferences were held in different sections of the 
State during November, 1920. Executive officers of the 
Federal Reserve Bank of Chicago attended each of these 
conferences. In the estimation of the committee, they 
C C served immeasurably in bridging a difficult situation j be­
cause they not only corrected the viewpoint of the farmer, 
but also the officials of the Federal Reserve Bank on just 
the circumstances under which the Iowa banker was work­
ing." 

In the spring of 1921 the officials of the Federal Reserve 
Bank appeared anxious to press liquidation somewhat more 
rapidly. But at that time further liquidation appeared to 
the Iowa bankers to be quite impracticable. A conference 
was, therefore, held on April 8th in Chicago by L. A. An­
drew, President of the Iowa Bankers Association, and M. 
V. Henderson, Jr., State Superintendent of Banking, with 
the executive officers of the Federal Reserve Bank. The 
result of the conference was an understanding that con­
servatively managed Iowa banks would be granted the 
credit absolutely needed. Unsound practices were to be 
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severely censured. Mr. Andrew expressed himself in his 
report on the conference as surprised at the extent to which 
the Federal Reserve Board had gone to take care of the 
Iowa situation.412 

ADVANTAGIl& AND DISADVANTAGIIS OJ' STATII BANK 
MEMBERSmp 

One of the advantages that membership in the Federal 
reserve system brings to the State banks of Iowa is lower 
reserve requirements. Under the Iowa law State and sav­
ings banks located in towns of less than 3000 population 
must keep a cash reserve of fifteen per cent of their sight 
and demand deposits and eight per cent of the savings de­
posits and certificates of indebtedness. For towns above 
3000 population the proportions are twenty and eight per 
cent respectively. Of this reserve, eighty-five per cent may 
be kept in other banks under State or national law. 

By an amendment to the State law in 1919 State bank 
members of the Federal reserve system were permitted to 
conform their reserve requirements to those of the national 
bank members ... • The reserve requirement for the Fed­
eral reserve system is seven per cent of the demand and 
three per cent of the time deposits for all the banks of Iowa 
with the exception of those banks located in the reserve 
cities of Cedar Rapids, Des Moines, Dubuque, and Sioux 
City, in which the percentages are ten per cent on the de­
mand deposits and three per cent for time deposits. All 
of this prescribed reserve must be kept in the Federal Re­
serve Bank at Chicago. Moreover, this reserve balance 
need not be inactive, but may be drawn against in precisely 
the same manner as a balance with any correspondent. The 
average daily balance over a weekly or semi-monthly period, 
however, must equal an amount representing the percent­
ages applicable to the bank in question. The C8sh-in-bank 
reserve of the member banks is left optional with them. 
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If the percentage of cash which the Iowa law requires a 
bank to keep on hand represents an adequate supply, mem­
bership in the Federal reserve system would reduce by one­
half the legal reserves of Iowa banks. The concentration 
of reserves in the Federal reserve banks makes possible 
this reduction in reserves with a gain in strength for the 
system as a whole. 

A second advantage is the rediscount privilege which is 
open only to member banks. The degree to which State 
banks will value this opportunity depends on the demand 
for loans in their communities and the amount of eligible 
paper which they carry. Even a non-borrowing bank can 
conduct its business with greater confidence if it knows that 
assistance will be available when necessary. Prior to the 
passage of the Federal Reserve Act it was regarded as a 
sign of weakness for a bank to rediscount paper but this is 
no longer the case. The officers of a savings bank member 
of the system in the writer's native town bank testify to the 
value of the rediscount privilege during seasons of excep­
tional demand on the country bank for loans. Bankers gen­
erally are finding a larger proportion of paper eligible for 
rediscount than they thought would be the case. During 
the year 1918 three hundred and thirty-three Iowa banks 
rediscounted $385,191,839 worth of paper. This shows that 
at least three-fourths of the Iowa member banks had found 
this privilege valuable even before the period of crisis.'" 

, A third advantage which State and savings banks may 
gain from the Federal reserve system is the right to par­
ticipate in the clearing and collection system inaugurated 
by the Federal Reserve Board. The framers of the Fed­
eral Reserve Act had in mind the possibility of applying the 
principle of the city clearing house to a nation-wide system. 
This feature was not put into operation, however, when the 
Federal reserve banks were established in 1914; but after 
some experience with a "voluntary" system during 1915 
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and 1916 a country-wide system of clearing checks was made 
effective on July 15, 1916. Member banks were not re­
quired to use the facilities of the clearing plan, but they 
were required to remit without deduction for checks on 
themselves sent for collection by the 'Federal reserve banks. 
By an amendment passed on June 21, 1917, non-member 
banks or trust companies, which would maintain a clearing 
account with the Federal Reserve Bank, were allowed to 
participate in the clearing system. faG The cost of operating 
the clearing system was at first bome by the banks using 
its fa~ilities; but beginning with July 1, 1918, all service 
charges were abolished. 

With these extensions of the service and elimination of 
expense the volume of clearings materially increased. The 
average number of items handled daily by all of the Fed­
eral reserve banks in 1917 was approximately 276,000; dur­
ing the period from October 15th to November 15, 1918, the 
daily average was 828,000. The Federal reserve banks at 
present receive at par, from member and clearing member 
banks, checks on all member banks and other banks whose 
checks can be collected at par. By means of the gold-set­
tlement fund at Washington, inter-district clearings are 
also affected. In this way member banks have exchange 
facilities throughout the entire country and are enabled to 
keep smaller balances with correspondent banks at various 
points. 

For some time the service of the clearing system was 
hampered by the lack of cooperation on the part of non­
member banks. Checks on banks making exchange or col­
lection charges could not be cleared or collected through 
Federal reserve banks. This clearing system will not, 
therefore, be able to function fully until checks on every 
bank in the country can be collected at par. By the end of 
1918 all of the banks in the Boston and New York districts 
were on the par list. In the Chicago district there were 
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1334 member banks and 2392 non-member banks on the par 
list as of December 15, 1918. Non-member banks not re­
mitting at par numbered 1805. In order to reduce the num­
ber of banks in the latter class, personal representatives of 
the Federal Reserve Bank of Chicago visited the non-par 
banks of the district during 1919. In Iowa they were so 
successful in reducing the number of non-par banks that 
before January 1, 1920, the entire State was listed as par 
territory. Non-member banks have not found it of real 
advantage to maintain a clearing account, and in fact only 
a very few in the seventh district do so at present. 

The reason for the refusal of some banks to remit at par 
was that they would lose thereby the profit which they had 
been accustomed to receive from their exchange charges. 
They have argued in the past that these charges were based 
on wliat it would cost them if they were to ship currency. 
To combat this argument the Federal reserve banks agreed, 
after October 1, 1918, to absorb the cost of postage, express­
age, insurance, and other expenses when shipments of cur­
rency are needed. Stamped letters are also enclosed with 
collection letters for return remittances. With t~e facil­
ities for making remittances furnished at present by the 
Federal reserve banks, there seems to be no longer any 
valid argument for a bank refusing to remit on its checks 
at par. 

The exchange charging banks, nevertheless, have stren­
uously opposed the efforts of the Federal reserve banks to 
establish a universal system of par collections. When 
banks refused to remit for their checks without deduction 
for exchange, the Federal reserve banks arranged to collect 
their checks directly through an agent. On January 21, 
1920, the Federal Reserve Bank of Chicago reported that 
seven Iowa banks were being collected through the express 
company and two through agents. The opposition of some 
Iowa bankers has been very decided, but on the whole such 
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opposition has not equalled that of other sections of the 
country. It appears that the competition among bankers 
had already largely eliminated the praotioe of charging 
exchange. 

In response to the protest from State chartered banks, the 
legislative committee of the Iowa Bankers Association took 
up the matter in the fall of 1919. It was found that only 
about 224 banks were not paying their checks at par when 
presented by the Federal Reserve Bank. In order to give 
the bankers who were opposed to par remittance an oppor­
tunity for organized opposition to the action of the Federal 
Reserve Board, a letter was sent by the committee suggest­
ing that a meeting be called for this purpose. Only seventy­
nine answers were received, and of those replying forty­
eight stated that they would try to attend such a meeting if 
called. Owing to this very apparent lack of interest the 
committee concluded that it was not justified in calling the· 
meeting. Nevertheless three State bankers attended a na­
tional conference in Washington early in May, 1920, called 
by the National and State Bankers Protective Association. 
The purpose of this conference was to bring the matter 
before Congress in an effort to secure protective legislation. 
No immediate results were secured. 

In addition to individual checks, collection items, clearing­
house notes and bills and miscellaneous drafts are also 
handled for the banks. These were subject to a service 
charge of ten cents per item until July 1, 1918, when the 
Chicago Reserve Bank suspended the service charge in 
order to stimulate interest in this feature of the collection 
system. During the six months ending December 31, 1918, 
the Bank handled an average of twenty-two items of this 
class per day for the Iowa banks. f88 

Further advantages of membership to State banks are 
that the capital stock is a tax-free, six per cent investment; 
membership adds prestige; and government deposits, with 
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the exception of postal savings deposits, are made in normal 
times only in member banks."7 

Disadvantages of State bank membership have practically 
all been eliminated by amendments to the act since 1914. 
The right of State banks to withdraw upon six months writ­
ten notice has been definitely established. State banks are 
allowed to retain full statutory or charter rights as State 
banks or trust companies, even to the extent of being re­
leased from restrictions of section eight of the Clayton Act, 
which relates to joint directorship ... • They may carry loans 
for a single individual which would be "excessive" for a 
national bank member, the only restrictions being the State 
law and the prohibition on the right to rediscount that indi­
vidual's paper with the Federal Reserve Bank. 

State bankers frequently object to becoming members of 
the Federal reserve system because they would lose thereby 
the interest on their reserve account. City banks have cus­
tomarily allowed their country correspondents a low rate 
of interest on the average balance carried. The Federal 
reserve banks, on the other hand, do not pay any interest 
on balances kept with them. If they should pay interest, 
they would be obliged to keep a large proportion of their 
funds employed in productive investments. This would im­
pair their strength as reserve institutions and force them 
into competition with member banks. The large earnings 
of the Federal reserve banks in 1918, 1919, and 1920 have 
been responsible for a renewal 01 the agitation for interest 
on reserve balances, but no change has been made. Lower 
reserve requirements offset in some degree the loss of in­
terest; nevertheless, this objection has had considerable 
weight with most country bankers. 

Moreover, there are certain services which the city cor­
respondent renders to the country banker which the Federal 
reserve banks are not in a position to duplicate. Many Iowa 
bankers have manifested an unwillingness to transfer their 
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reserve account away from established connections and in 
so doing break up valuable business relationships of long 
standing. They realize, too, that many of the advantages 
of membership can be secured indirectly through the city 
correspondent. 

The capital stock requirement is a definite obstacle to 
membership in the way of many State banks which might 
otherwise join the system. The State bank members are 
required to meet the same standards as those prescribed for 
national banks. This of itself would bar hundreds of Iowa 
banks, especially of the savings bank group, from entering. 

NEW POWEBS GRANTED TO NATIONAL BANKS 

The extension to the State chartered banks of the rights 
and privileges of membership in the Federal reserve system 
necessitated modifications in the direction of greater free­
dom and scope for the national banks. Note issue is a much 
less valuable privilege, since the Federal reserve banks will 
probably supply all of the need for further expansion of 
bank notes. More liberal provisions as to maximum loans 
to an individual, real estate loans, trust company powers, 
and savings· deposit business were needed in the national 
banking law, if the national banks were to find it advan­
tageous to retain their national charters and new banks 
were to incorporate under the national banking law. 

Since the State bank members can not rediscount paper 
of an individual whose borrowings aggregate over ten per 
cent of the capital and surplus of the bank, it was not 
deemed necessary to make any change in this feature of the 
national banking law. In regard to the loans on real estate, 
the act as amended on September 7,1916, provides that na­
tional banks may loan on improved and unencumbered farm 
land within its Federal reserve district, or within one hun­
dred miles of the bank irrespective of district lines. The 
limit of the loan was placed at one-half the value of the land, 
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and the time limit at not over five years. On real estate as 
distinguished from farm land the distance limit is one hun­
dred miles, the time limit one year, and the value limit is 
again fifty per cent. The maximum amount of such loans 
by any bank is fixed at twenty-five per cent of its capital 
and surplus or one-third of its time deposits.488 

Trust company powers were valuable privileges which 
had been extended to all State chartered banks by the Gen­
eral Assembly of Iowa in 1913. Among the powers con­
ferred upon the Federal Reserve Board by the Federal 
Reserve Act is the authority to "grant by special permit to 
national banks applying therefor, when not in contravention 
of State or local law, the right to act as trustee, executor, 
administrator, or registrar of stocks and bonds under such 
rules and regulations as the said board may prescribe.' 'Il00 

In 1915 the General Assembly of Iowa granted authority 
to any national bank, when authorized by the United States 
law, to act in a fiduciary capacity and to carry on a safe 
deposit business.101 By this act trust companies, State, 
savings, and national banks were all placed on an equality 
in their trust company powers. The validity of the Federal 
act granting powers to the national banks was challenged in 
two or more States, where suits were instituted to test its 
constitutionality.101i On June 11, 1917, the United States 
Supreme Court handed down a decision reversing the de­
cision of the Michigan court in the case of Bank tJ. FelloW&. 
By this decision the Supreme Court sustained the right of 
Congress to grant to national banks the trust company 
powers enumerated in Section 11 (k) of the Federal Re­
serve Act. Moreover it recognized the right of Congress to 
modify the law so as to enable national banks to meet the 
competition of State chartered banks.101 

The policy of the Federal Reserve Board regarding the 
granting of trust company powers has been very conserva­
tive. Permits are granted only after careful examination of 
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the fitness of the bank to exercise fiduciary functions. By 
the end of 1917, thirty-four national banks in Iowa had been 
granted permits to exercise trust company powers; five 
more were added to the list in 1918, fifteen in 1919, and 
eleven in 1920.10. • 

In order to clear up doubt as to the authority of the 
Board to bring about a more thorough coordination of 
banking powers as between State and Federal institutions, 
an amendment was passed on September 26, 1918, to Sec­
tion 11 (k) of the act, enlarging the fiduciary power which 
may be granted to national banks so as to include authority 
to act "as guardian of estates, assignee, receiver, committee 
of estates of lunatics, or in any other fiduciary capacity in 
which State banks, trust companies, or other corporations, 
which come into competition with national banks, are per­
mitted to act under the laws of the State in which the na­
tional bank is located.' '1011 

Savings accounts in national banks were encouraged by 
the lowering of reserve requirements against this class of 
deposits. By the terms of the act in 1913 a reserve of five 
per cent only was required against time deposits. The defi .. 
nition of this class of deposits was that" time deposits shall 
comprise all deposits payable after thirty days, all savings 
accounts and certificates of deposit which are subject to not 
less than thirty days' notice before payment". Postal sav­
ings deposits were included in this class in 1917 and the 
required reserve reduced to three per cent.1011 Legitimate 
savings business is now more profitable for national banks 
than formerly. Coupled with the lower reserve require­
ment is the right to invest one-third of all time deposits in 
approved loans secured by real estate. The national banks 
were given the additional power by the Federal Reserve 
Act, when located in towns having a population of 5000 or 
less, to act as insurance agent or as agent for real estate 
loans.IOT 
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INPLUBRCB ON IOWA BANKING 

The result of the changes brought about by the Federal 
reserve system in Iowa is to eliminate many of the differ­
ences between commercial banks of whatever name. In so 
far as a banking institution engages ·primarily in a savings 
bank business, or an investment business, or in the exercise 
of trust company powers, it will be outside the range of 
banks affected by the Federal reserve system. The com­
mercial banks of the State have been unified in function and 
method. Not only member banks but non-member banks 
have been affected, especially through the operations of the 
Federal reserve clearing system. Moreover, in the matter 
of rediscounts and borrowings the non-member bank also 
feels the influence of the new banks. The Federal reserve 
system provides a market for commercial paper. Through 
the city correspondent, who is a member of the system, the 
country banker may share the rediscount privilege. The 
published discount rates of the Federal reserve banks have 
brought about a greater degree of uniformity in discount 
rates. 

The introduction of trade and bank acceptances will do 
much to modify banking practice. In 1913 national banks 
were granted the right to accept drafts or bills of exchange 
drawn upon them, having not more than six months to run. 
At that time bank acceptances were limited to bills of ex­
change based upon the importation or exportation of goods, 
but by subsequent amendment bills or drafts growing out of 
domestic transactions were also included. In 1919 the State, 
savings banks, and trust companies of Iowa were also au­
thorized to accept drafts. Federal reserve banks may 
rediscount these bankers' acceptances or purchase the same 
in the open market. The banker's acceptance has long been 
a familiar credit instrument in Europe, but it was little used 
in America until the establishment of the Federal reserve 
system. lOa 
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Financial leadership of the Federal reserve system and 
its unifying influence upon the banking machinery of the 
country has been shown in the way the emergency of war 
financing has been met. When the Federal Reserve Act was 
passed it superseded the temporary Aldrich-Vreeland Act 
which was to expire by limitation on June 30, 1914. The 
framers of the Federal Reserve Act, however, not wishing 
to leave the banks without the possibility of issuing emer­
gency currency in case the new act was not in readiness for 
operation by June 30th, reenacted certain of its provisions 
and extended them one year. 1011 Fortunate indeed was it 
that this precaution was taken, although few of its sponsors 
could have foreseen the emergency that was to make it use­
ful. The outbreak of the World War in Europe came just 
at the time when the Federal reserve system was being or­
ganized. In the strain of the readjustment of international 
finance heavy demands w~re made on the banks of the coun­
try. The emergency currency authorized under the Aldrich­
Vreeland Act filled the gap until the Federal reserve banks 
could be put into ()peration. 

The Aldrich-Vreeland Act as amended, provided for the 
formation of national currency associations. In Iowa such 
an association was formed and issued to the national banks 
of the State over $3,000,000 of currency early in the fall of 
1914. This was especially needed in counties where the live 
stock quarantine, due to the foot and mouth disease, was 
enforeed.1I10 

On November 16, 1914, the Federal reserve banks began 
actual operations. They were organized too late to assist 
in meeting the first shock of the European war but the Fed­
eral Reserve Board had been appointed earlier and had 
assumed a position of leadership in the first stages of finan­
cial readjustment. As the months passed and war between 
the United States and Germany seemed imminent, the Board 
directed the policy of the Federal reserve system so that it 
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might be prepared to meet the financial problems of the war. 
When the United States finally entered the war in April, 
1917, the Federal reserve banks were in excellent condition 
with vast stores of gold and surplus reserves with which 
to extend credit wherever needed. 

The new functions performed by the Federal reserve 
banks' during the war brought them into intimate contact 
with all the banks in their districts. As a means of adver­
tising the services of the Federal reserve system, the war 
accomplished in a few months what would normally have 
taken years. It would seem that the system has so amply 
justified its place as the centralizing factor in American 
banking as to warrant all eligible State banks in entering. 
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BUILDING AND LOAN ASSOCIATIONS 

The Oode of 189'1 defines institutions treated under the 
general title of "Building and Loan Associations" as, "cor­
porations organized for the purpose of furnishing lOOney to 
their members upon sufficient security". As implied by this 
definition the purpose of building and loan associations is 
primarily to serve the borrower, usually a home builder or 
purchaser. They are allowed to receive deposits but must 
issue shares of stock for the same. Borrowers are also re­
quired to take out shares having a maturity value equal to 
the amount of the loan. This being the case, building and 
loan associations are strictly. cooperative institutions. 
Technically they are not banks, being prohibited by statute 
from transacting a banking business. They are, however, 
important and successful financial institutions, supplement­
ing and being closely connected with banking activities, 
under special State regulation which makes it necessary to 
give them some consideration in this study. III 

OBIGIN AND GBOWTH OF THE BUILDING AND LOAN MOVEMENT 

Building and loan and savings and loan associations ex­
isted in England as early as 1789, the earliest association of 
which we have a full account being the Union Building As­
sociation of Greenwich, England, established in January, 
1809. Its purpose was to raise funds by monthly subscrip­
tions to be expended in building h()uses. Each share in this 
association represented a house built under the direct super­
vision of the society. When houses were furnished they 
were distributed among the members by lot. A member sue­
cessful in the drawing was compelled to give satisfactory 
security, continue payments on his share, and pay five per 
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oent interest to the society until all had. secured homes.lll 
The first association in the United States was organized 

at Frankford-then a suburb of Philadelphia, Pennsylva­
nia, but now incorporated. in the city~n January 3, 1831, 
under the name of the" Oxford Provident Building Associa­
tion". It followed the English models in general principles, 
and its organization was probably due to the efforts of 
English workmen. A few years later associations were 
formed in Brooklyn and Baltimore. Soon they spread 
somewhat generally throughout the country. In Massachu­
setts the building and loan associations are known as co­
operative banks; in Louisiana they are called homestead 
associations. 

The first comprehensive report of the development of the 
movement in the United States made by the Department of 
Labor in 1893, shows that the period. of most rapid growth 
in number of associations was during the decade 1880-1890. 
The total number of associations in 1893 was 5838. This 
number increased slightly in the following years, being 5975 
in 1896. Then followed a period of steady decrease in num­
bers, the total at the time of the next report in 1903 being 
5350. This was aooompanied by a decline also in total assets 
from $651,544,641 in 1896 to $599,550,855 in 1903. The years 
since 1903 have witnessed a slow growth in the number of 
associations but a remarkable increase in financial impor­
tance.11I In 1918 the total assets of the 7484 associations in 
America were $1,898,344,346, while the members numbered 
4,011,401. In number of members and total assets of asso­
orations, Pennsylvania and Ohio are well in the lead of the 
other States, followed by New Jersey, Massachusetts, Dli­
nois, New York, and Indiana. Iowa ranked nineteenth in 
1918, but there was a decided difference between the leading 
States and those rating near Iowa in the list. Ohio had 723 
associations with assets of $359,559,538; while Iowa had 
only 57 associations with &Bsets of $12,385,755.IU 
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No legislation concerning building and loan associations 
was enacted in Iowa until 1872, and the law at that time 
merely authorized the inoorporation of cooperative and 
mutual loan associations and permitted them to carry on 
their business under the general incorporation law. The 
usury law was held not to apply to the cost of loans made by 
the associations, which might include premiums and fines; 
but they were limited for ourrent expenses to ten per cent of 
the earnings. The remainder of the earnings must be placed 
to the oredit of shareholders. No reports were called for or 
further supervision provided.llII This statute remained as 
the only legislative provision until 1896 when comprehen­
sive regulations were enacted and all such associations were 
required to report annually to the State Auditor.'l8 Be­
ginning with 1897, therefore, the official records are com­
plete; while for the period before that time continuous 
statistics can not be secured. Meantime, the greatest de­
velopment of the movement had taken place. The Auditor's 
report in 1897 listed 117 associations-the largest number 
that has ever been reported.ll T 

According to a study published by the United States Com­
missioner of Labor in 1893 the oldest association then in 
existence in Iowa was the Perpetual Building Association 
of Clinton, which was organized on January 1, 1870. The 
second oldest was the Keokuk Loan and Building Associa­
tion, the date of its organization being March, 1872. This 
assooiation still oontinues under the same name and is the 
oldest Iowa association now in existence. The Perpetual . 
and two other Clinton associations formed in 1873 have 
since been discontinued, leaving as the second oldest the 
Perpetual Savings and Loan Association of Cedar Rapids 
founded on January 19, 1875, which in 1918 was also the 
largest association in IOWLllI 

By 1893 eighty-nine associations were in operation in 
Iowa. Two of these had been formed before 1873; nine, in 
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the five years following; twelve, from 1879 to 1882; twenty­
four, in the next five years; and forty-two, from 1888 to 
1893.1118 Comparing these statistics with the Auditor's fig­
ures three years later, it is evident that the period of great­
est growth occurred in the late eighties and early nineties. 
Table IX shows the steady decline in number of associa­
tions after the law placed them under the Auditor'a super­
vision in 1896. 

TABLE IX 

NUJlBBB OJ' BUILDING AND LoAN A88OOIA.TIONS IN IOWA, 

1896-19181 .. 

YllAa TO'l'AL NVlla .. DOII_fto-LooAL DOli_ftc 11'0 .... 

1888 117 87 • 1 
180S lOS 79 28 1 
1100 88 118 M 1 
1lI0II 72 6IS 17 
1806 eo 62 8 
1_ 17 .. 11 
11107 48 a I I_ • CI • leu • 7 .. 1 
le18 110 110 
le11 110 110 
le17 M M 

.le18 17 17 

The numbers given are those reporting to the Auditor as 
of December 31st in each year. The total assets of the 117 
associations in 1896 were $12,565,465. With the decline of 
numbers the 8Ssets also declined to $5,656,569 in 1902. 
Thereafter for ten years the Auditor's reports do not give 
a record of the total assets. In 1913 the total had recovered 
to $7,367,344 in spite of the further decline in number of 
associations. By the end of 1918 the number of associations 
had increased only seven, but the total assets had grown to 
$12,385,755, or almost seventy per cent in five years. 
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TYPES OF ASSOCIATIONS 

Two general types of associations have been distinguished 
-local and nationaL Their business has been conducted 
under substantially similar methods, but the field of opera­
tion is far different. The local association confines its busi­
ness to a small community, usually the city or county in 
which it is located; the national association is ready to make 
its loans on property anywhere or sell its shares to anyone 
without regard to his residence. Numerically and finan­
cially the local associations have always been far more im­
portant. In 1893, when the United States Commissioner of 
Labor made the first comprehensive report on building and 
loan associations covering the entire country, 5598 local 
associations were reported, as compared to 240 national or­
ganizations. The average size of the national associations 
was considerably greater, the average number of share­
holders per association being 1637.1 as compared to 244.5 
per local association. U1 

The leaders of the building and loan association move­
ment have always insisted that the proper field of opera­
tions is a strictly local one. Judge Seymour Dexter, an 
authority on the subject, stated his views in an address 
before the annual meeting of the United States League of 
Local Building and Loan Associations held at Cleveland in 
1895 as follows: 

In my own thoughts and ideas, the building and loan association 
is a local institution, and the principles on which it is founded do 
not admit of unlimited extension. The unparalleled success of these 
associations in the past has been largely due to the fact that they 
were local and neighborhood institutions, and comparatively small 
in the aggregation of capital in each. The moment these associa­
tions become extended in the conduct of their business over large 
territory, that moment many of the elements of safety involved in 
the local association methods are necessarily ~Iiminated, and dan­
gerous ones substituted in their place. They are no longer genuine 
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building and loan asaociatiODB beeaWle no longer conducted on the 
methods on which these 888OCiatioDB have won their aucceaa and 
crown into fame. 

These principles of the true building and loan association, 
to which Judge Dexter refers, he set forth in another ad­
dress and included officers willing to serve for the good of 
the association; shareholders in a position to know what the 
association is doing and upon what securities their money is 
being invested; and shareholders in a position to attend 
meetings and vote in person for officers of their own choice. 
He held that all these elements are lacking in a national as­
sociation, and into such a field many scheming and dishonest 
individuals would enter unless legally restrained.11I 

In the survey made by the Commissioner of Labor in 1893, 
Iowa is credited with eighty-one local and eight national 
associations. When the present legal classification was 
adopted in 1896 three types of association were recognized 
by the statutes: domestic-local associations, whose business 
is confined to the county wherein is situated the town or city 
which is the principal place of business; domestic associa­
tiOl\S, which may operate anywhere within the State or in 
other States; and foreign associations, which are those in­
corporated under the laws of another State.lla 

At the time of the last published report all of the Iowa 
associations were of the domestic-local type.IU When the 
first annual reports were made to the Auditor in 1897 there 
were eighty-seven domestic-local, twenty-nine domestic, and 
one foreign association operating in IOWa.11I Of these the 
twenty-nine domestic associations might in practioe have 
operated as local associations, but undoubtedly many were 
of the national type. At about this time the prejudice 
against national associations led the various States to enact 
stringent restrictions against foreign associations. Ne­
braska claims the honor of being the first State to pass a 
law to exclude national associations.11e This legislation was 
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directed principally against Iowa and Minnesota companies 
which by their methods had caused Omaha people 110 lose 
confidence in building associations, many of them having 
lost money through the national associations. The Iowa 
associations centered in Des Moines, and because of their 
methods they made the name building and loan "a by­
word" in that city. So true was this statement that Des 
Moines was unable to organize a local of the true co­
operative type until 1916.12'1 

The Iowa legislation of 1896 was very drastio in re­
stricting the operations of associations of this tYPe. For 
some years there was a marked falling off in number and 
strength of these institutions, but the movement was puri­
fied and strengthened and is once more growing in strength 
and public favor. The special regulations applying to the 
foreign asBOCiations included a requirement that these as­
sociations deposit with the Auditor of State $100,000 in 
bonds or other securities for the protection of resident 
shareholders. They were further required to furnish the 
Executive Council with a copy of the articles of incorpora­
tion and by-laws, a certified copy of the State laws under 
which they were organized, and a report for the preceding 
year showing their condition in detail. Foreign associations 
were required to allow legal processes to be served by mail 
at the home office. Amendments to articles of incorporation 
or by-laws must be filed within ten days after adoption. 
Fees were much heavier than for the local organizations. 
They were required to pay $100 for the application to do 
business; $50 for the certificate of authority and its annual 
renewal; and from $3 to $50, according to assets, for filing 
the annual statement. When fees imposed by other States 
on Iowa associations exceeded the Iowa fees, the fees in 
Iowa were to be increased thereto for associations chartered 
in those States. A fee of $25 for the certificate of authority 
and each renewal and $10 for filing each annual statement 
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was imposed on domestic associations. The only fee im­
posed on domestic-local associations was $5 for filing each 
annual statement.II' In 1900 foreign companies were pro­
hibited from doing business in Iowa unless the laws under 
which they were incorporated were in substantial agree­
ment with the Iowa laws and afforded equal protection to 
shareholders.II' These restrictions and public dissatisfac­
tion with their methods drove national associations from 
Iowa. 

KEKBERSBIP IN ASSOCIATIONS 

.A:J1y number of persons, not less than five, may now be in­
corporated as a building and loan or savings and loan 
association under the general incorporation laws of the 
State. The capital named is known as the authorized cap­
ital, and the association is allowed to commence business as 
soon as one hundred shares thereof have been subscribed, 
provided the other features of the law have been complied 
with. Stock is either installment or fully paid. The original 
payment on installment stock may be as low as fifty cents; 
hence an association may begin business with a very small 
amount of paid in capital. Usually the incorporators name 
a capital far in excess of the immediate needs of the busi­
ness. For instance, one Waterloo association with assets 
of $750,000 has an authorized capital of $15,000,000. The 
maximum amount of stock which can be issued to one indi­
vidual is $10,000 par value except that any association hav­
ing assets of more than $1,000,000 may issue to one person 
stock not in excess of one per cent of its assets. Since bor­
rowers are limited by the stock they must buy, this limits the 
amount of the maximum loan as well as the maximum de­
posit.IIIO 

Members of building and loan associations are of two 
classes--depositing members and borrowing members. In 
the earlier associations all members expected at some time 
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to be borrowers. It is still true that many persons who are 
at any given time depositing members expect eventually to 
use the association as a source from which to borrow. There 
are, however, a considerable number of shareholders who 
are strictly depositing members. Building and loan asso­
oiations are mutual or coOperative institutions. No stock­
holder receives special returns or carries special responsi­
bility in case of loss. All investors receive shares of stock 
rather than certificates of deposit. Shares of depositing 
members may be fully paid or bought on the installment 
plan. In 1893 about twenty-six per cent of all shareholders 
in Iowa associations were. borrowers. In the local associa­
tions approximately thirty-four per cent of the members 
were borrowers; in the national associations of Iowa only 
about fourteen per cent of the members were borrowers. 
This points to one weakness of the national type of associa­
tion: it was not devised to serve the borrower, but was pro­
moted rather as an investment proposition. Only a small 
proportion of the Iowa members own fully paid stock; on 
January 1,1918, the Iowa associations were liable to mem­
bers for $10,202,639 paid on installment stock, while fully 
paid stock was oredited with only $463,496.111 

PLANS FOB IBBUING BHARES 

Three plans for issuing shares have been used. In the 
order of historical development these are the terminating, 
the serial, and the permanent (or Dayton) plans. The 
earliest associations were composed of groups of men desir­
ous of building homes and did not include those who were 
strictly depositing members. Under the terminating plan a 
certain limited number of shares were issued. in a single 
series. The life of the association was limited to the time 
it took the shares to reach their matured value. Persons 
entering after the date of the first issue must pay back dues. 
Frequently as the shares progressed toward maturity it 
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became difficult to get all the money loaned. In some cases 
the associations resorted to forced loans. The serious 
defects of this plan were: first, the dissolution of the asso­
ciation when the stock matured; second, the large amount of 
back dues which must be paid by a new stockholdeI'; and 
third, the necessity of making forced loans. 

The serial plan was then developed to meet these obvious 
defects. Under this plan a new series was started at reg­
ular intervals. In this way the aBBociation became per­
petual, back dues were made small, and usually there were 
no forced loans. Ordinarily the series were conducted sep­
arately, amounting in eftect to so many terminating associa­
tions. This proved a cumbersome and in some ways unsatis­
faotory method. It made necessary unvaried payments 
when frequently a member's circumstances would change 
greatly during the years. He had no inducement to pay 
more rapidly, but was fined for delay. In most serial asso­
ciations withdrawal of shares at maturity has been required. 
This involves loss of members when the money is needed to 
make loans and requires the expensive process of collecting 
a larger sum to meet an entire series in one payment. 

The next plan in order of development was the perma­
nent, or Dayton plan. This plan was first adopted by the 
Mutual Home Association of Dayton, Ohio, in 1875, and 
was evolved by Judge A. A. Winters.lIIs Its main features 
are that new members may be admitted at any time without 
back dues, and shares may be issued either in installments 
of fully paid-up. The permanent plan makes unnecessary 
the assessment of fines or penalties for failure to pay the 
regular weekly or monthly installments. Experience has 
shown that most members exceed the regular rate of pay­
ment. Dividends are computed on the amount each member 
has actually paid in, and earnings are credited to the stock­
holders semi-annually. The association may lay aside a 
certain percentage of the profits each year as a contingent 
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fund or reserve to meet losses. III When the dividends have 
been computed and placed to a member's credit he may, if a 
non-borrower, withdraw the same under the same conditions 
as his cash payments. Dividends on paid-up shares may be 
paid to the holder in cash. 

In 1893 the division of associations in Iowa according to 
the plan of issuing shares showed that of the eighty-nine 
associations fifty-nine were serial, twenty-three were per­
manent, and seven were terminating."· The serial plan is 
still used in Iowa, but not extensively ... • It is worthy of 
note that while many associations change from the serial 
to the permanent plan, none change from the permanent to 
the serial ... • 

DISTRmUTION OF PROFITS 

Profits of building and loan associations come largely 
from interest on loans. Formerly the associations added 
considerable income from premiums, entrance fees, fines, 
withheld profits of withdrawing members, and other sources 
which have been largely eliminated in the progressive asso­
ciation. The Iowa law does not specify the manner in which 
profits shall be distributed beyond requiring that associa­
tions shall not issue any forms of preferred or guaranty 
stock. Fully paid stock, in the certificate of which a maxi­
mum rate of dividend may be named, can be issued upon the 
payment by the holder thereof of the par value of such 
stock. In no case can the dividend on such a stock exceed 
eight per cent or the rate of dividend declared upon the 
other stock of the association. The law permits the appor­
tionment of the net earnings quarterly, semi-annually, or 
annually.IIT The practice of the larger Iowa associations is 
to declare dividends semi-annually at the end of June and 
December. From the net earnings of a period the directors 
first set aside a small percentage of the profits as a contin­
gent fund against losses. The articles of incorporation of 
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the Perpetual Savings and Loan Association of Cedar Rap­
ids specify that three per cent of the net earnings shall be 
set aside as a contingent fund. The Waterloo Building and 
Loan Association sets aside one per cent for such a fund. &38 

Dividends on installment stock, whether of a depositing or a 
borrowing member, are credited to the stock, thereby aiding 
to mature the shares. Where the stock is fully paid the 
dividends may be withdrawn in cash. 

In order to protect shareholders against the possibility of 
profiteering by officers, the Iowa law limits very rigidly We 
expenditures for management. A graduated percentage 
scale of expenses to assets is fixed, beginning with three per 
cent in case the assets are not in excess of $100,000 and 
going down to one per cent for associations with assets in 
excess of $1,000,000. Ut As a matter of fact the ratio for all 
associations at the last report was about one and three­
tenths per cent. NO Even the larger associations have very 
modest quarters and pay very moderate salaries. It is the 
opinion of the writer that some of these associations could 
profitably expend additional amounts for more convenient 
and attractive locations. People are so accustomed to see­
ing elaborate buildings for banking and financial institu­
tions that they discount somewhat the importance of an 
association that is housed in a back room with some other 
business concern. The limitation of expenses has doubtless 
been a factor in enabling the associations to pay good divi­
dends. Records available show annual dividends paid by 
Iowa associations of from six to seven and eight-tenths per 
cent, distributed semi-annually. Nl 

From the report of the Commissioner of Labor in 1893 it 
is seen that the total loss through foreclosure of mortgages 
during the entire life of the 5440 associations then reporting 
was less than $500,000. NI With the added experience and 
increased safeguards it is safe to assume that the losses 
of the associations in existence at the present time are even 
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smaller than they were for those twenty-five years ago. The 
experience of many persons in Iowa, however, with badly 
managed national associations has prejudiced them against 
the safety of building and loan associations. The facts seem 
to be that the present local associations are quite as safe as 
the savings banks. Officers and directors of banks in some 
cities are connected with the associations and have been 
influential in promoting them. 

WITHDBA W AL OF lrIEKBEB8 

In earlier times the withdrawal of members was not per­
mitted by most associations. Failure to complete the pay­
ments forfeited all payments as well as all profits; but 
greater liberality was soon demanded, and under the Dayton 
or permanent plan of issuing shares this can be readily pro­
vided. The Iowa law prescribes that the terms of with­
drawal must be such that a member will receive a sum not 
less than he has paid into the association unless losses have 
occurred to the association during the time the withdrawing 
member was a shareholder. In case the losses exceed the 
profits, or any fund created with which to pay losses, "the 
withdrawing member shall be charged with his propor­
tionate share of the excess of the losses over the profits, 
and no more. "114. 

Nothing is said in the State law regarding the disposition 
of the accumulated profits of the withdrawing member. The 
regulations regarding withdrawals are usually found in the 
constitution or by-laws of the association. Some proportion 
of the profits on shares is often retained, which serves to 
discourage withdrawals. Notice of withdrawal is usually 
required, associations reserving the right to ask thirty to 
sixty days time before payment. Applications are usually 
acted upon in regular order. If sufficient funds are on hand 
to permit withdrawal without notice, the association does 
not take advantage of the provision requiring that notice 

16 
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be given. Usually only a certain portion of the weekly or 
monthly receipts of the association may be used to meet the 
demands of withdrawing members. In the Waterloo and 
Cedar Rapids associations this amount can not exceed one­
half of the receipts of the period.lu 

The methods of crediting profits to withdrawing members 
vary widely. At the time of the extensive investigation of 
the building and loan associations made by the Department 
of Labor in 1893, twelve principal withdrawal plans were 
found to be in use. Only four per cent of the local associa­
tions reporting did not allow any interest or profit to with­
drawing shareholders. In about thirty per cent of the asso­
ciations shareholders received the dues paid in and also all 
of the accumulated profits. Thirty-one per cent allowed the 
withdrawing shareholders a fixed rate of interest, usually 
six per cent on all payments. In the others some arbitrary 
or graduated scale of allowing profits was found.IU 

At present Iowa associations differ as to the rules for 
withdrawal. In this respect, as in many others, the practice 
of the different associations can be determined only by a 
study of their articles of incorporation and by-laws. The 
leading cities of the State, in the number and size of their 
building and loan associations, are Waterloo and Cedar 
Rapids, the assets of the four associations in the former 
city aggregating slightly more than those of the three 
associations in the latter. The combined assets of the seven 
associations in the two cities were $6,957,152.81 at the time 
of the 1918 report. This represented about sixty per cent 
of the total assets of $11,659,195.86 reported by all of the 
Iowa associations. Because of their dominant position and 
because of their accessibility to the writer, the associations 
of those cities will be frequently referred to concerning 
points upon which information is not available for all asso­
ciations of the State. 

The treatment of withdrawing members differs consider-
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ably in the different associations. In the largest Iowa as­
sociation, the Perpetual of Cedar Rapids, the withdrawing 
members receive all of the installments paid "together with 
the dividends then standing to the oredit of their shares". 
Members withdrawing immediately after the declaration of 
the January or July dividends receive all accumulated 
profits. No earnings are oredited for le88 than a six months 
period, but members are allowed to borrow ninety per cent 
of the value of their stock. By making suoh a loan until the 
end of the fiscal period they may secure the dividends. N~ 
Waterloo associations return all of the installments paid, 
but graduate the payment of accumulated profits according 
to the length of time the stock has run. In the Waterloo 
Building and Loan Association and the Perpetual Building 
and Loan Association of Waterloo sixty-six and two-thirds 
per cent of the dividends are paid on stock that has run less 
than two years; and on stock that has run over two years, 
withdrawing members may receive all dividends then ored­
ited to the stock. In the Home Building and Loan Assooia-' 
tion of Waterloo a more extensively graduated seale is used. 
If the stock is under twenty-four months old, sixty per cent 
of the dividends are allowed; seventy per cent is paid, if the 
stock is over twenty-four months and under thirty-six 
months, seventy-five per cent if from thirty-six to sixty 
months, eighty per cent if over sixty and under ninety 
months, ninety per cent if over ninety months, but not to 
exceed seven per cent dividends in any case for the average 
time the money has been in the hands of the assooiation.NT 

Experience and the opinion of building and loan associa­
tion officers generally seem to point toward a considerable 
degree of liberality in the matter of withdrawal of non­
borrowing members. Primarily the association is to enable 
members to become home owners, but it does not seem neces­
sary nor desirable to limit its activities to this single func­
tion. Persons may wish to use the assooiation to accumulate 
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a fund With which to embark in business, to meet some ap­
proaching obligation, or as a safe depository where a good 
rate of interest can be secured. The majority of the mem-

o bers are not borrowers; and while the depositing member 
must be kept subordinate, there is no reason why depositors 
should not be welcomed and encouraged. In this way more 
funds can be secured for loaning purposes and the service 
of the association can be extended. An e:ffective way to 
accomplish this purpose is to enable members to withdraw 
on rather liberal terms. While the stricter terms may pre­
vent unnecessary withdrawal before maturity of the stock, 
it also discourages many persons from entering because of 
the difficulty of getting their money when it is needed. 

More encouragement could also be given by associations 
to the purchase of paid-up stock by individuals having 
money for investment. In this way the association would 
have the command of more capital. If necessary the paid­
up stook can be used as a financial regulator since the State 
law permits and the articles of incorporation of most asso­
ciations provide that non-borrowing members may be forced 
to withdraw upon notice duly given by the directors ... • 
This, hawever, has not generally been necessary. Except 
in associations with assets in excess of $1,000,000 not more 
than $10,000 of stock computed at par value can be issued 
to one person. .. t As a matter of fact the report of associa­
tions having a considerable amount of paid-up stock show 
that this is not held by capitalists but is usually in small 
blocks."O 

PLAN OF MAKING LOANS 

Borrowers from a building and loan association are re­
quired to buy shares equal in maturing value to the amount 
of the loan. The loan is allowed to run until the borrower'8 
payments and profits mature the share, when his stock is 
surrendered and the loan cancelled. It has been urged 
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against this plan of requiring borrowers to assume a stock 
liability in addition to a mortgage obligation, that this is 
needlessly burdensome and expensive to the borrower. If 
10S86S occur, the value of his stock is reduced. An extreme 
case might arise where his share of the loss would equal his 
credit and he would lose the entire amount on his loan to 
date. This contingency, however, would not be likely t() 
arise in practice. 

A more practical disadvantage of this arrangement is the 
fact that the rate of interest charged the borrower is higher 
by about one per cent than the dividend on his shares. This 
amount covers expenses of the business. Where the bor­
rower's credits are applied to the reduction of his debt at 
each annual or semi-annual distribution, rather than being 
placed to the or edit of his shares of stock, these diffioulties 
are satisfactorily met. The State law in Iowa requires the 
associations to issue stock to borrowers ;111 at the same time 
it permits owners of stock to withdraw their stock oredits 
or any part thereof at any time. In this way some of the 
Iowa associations have met this problem to the borrower's 
advantage. When the withdrawal value of the shares of· any 
member, borrowing on a real estate mortgage, is sufficient to 
mature one or more shares of his stock, he may have the 
amount applied to such shares and thus reduce the amount 
of his loan as well as the number of shares upon which he 
makes payment. The practice of such assooiations is to 
apply stock oredits on 108ps only in amounts of $100 or 
multiples thereof.I" 

Loans made by Iowa building and loan associations have 
been seoured almost exolusively by real estate or stock of the 
assooiation. At the time of the investigation by the Depart­
ment of Labor in 1893 the eighty-nine Iowa associationS' 
had about ninety-five per cent of their loans backed by real 
estate security, four per cent by stock of the association, 
and one per cent by other securities. I .. 
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Under the terms of the law passed in 1896 Iowa associa­
tions were limited to loans secured either by real estate 
mortgages or by their own shares of stock. Real estate 
loans were required to be aecmred by a dnt mortgage, or by 
a second mortgage in case the auoaiation also held the first 
mortgage. Loans on stock might not exceed ninety per cent 
of the withdrawal value. II. The law did not place a limit 
on the percentage of appraised value of the real estate on 
which an association might loan, but it did require that all 
of the terms of making loans be stated in the articles of in­
corporation and by-laws of the association. The Cedar 
Rapids associations may loan not to exceed two-thirds of the 
appraised value of the realty, while the Waterloo associa­
tions are limited to sixty-five per cent of the appraised 
value. IllS In 1918 the reports of associations submitted to 
the Auditor show a total of loans secured by real estate 
aggregating $11,122,909 and stock loans of $98,605.1" 

Appraisement of the real estate is a very important duty 
of the directors of the association. The plan followed in 
the Iowa associations may be briefly described. When a 
member applies for a loan the president appoints an ap­
praisal committee of three from the members of the board 
of directors. They are required to examiDe the property, 
appraise its value, and state in writing whether or not the 
loan applied for thereon is desirable. The board of di­
rectors then decides whether or not the loan shall be made. 
Care is exercised to place loans in such a way as to avoid 
loss or expense and delay due to foreclosures. The bor­
rower is required to pay the costs of making the loan. This 
includes the appraisers' fee (about $1.50), cost of abstract, 
expense of making note and mortgage, and the recording 
of the latter. Aside from the expenses incurred in making 
the loans, Iowa associations are prohibited by law from 
charging more than eight per cent per annum. Moreover 
the rate of interest charged, under whatever name, must 
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be the same to all borrowers. This even involves making 
any new rate, if lower than the prescribed rate, apply 
equally to all who have theretofore borrowed. AT 

REPAYMENT OF LOANS 

Formerly a very rigid plan of repayment of loans existed. 
Borrowers were fined for failure to make regular payments 
and were not encouraged to payout more rapidly than the 
fixed rate. At present the practice concerning fines varies 
in different States. Ohio leads in having practically abol­
ished fines; :Massachusetts and Pennsylvania use fines for 
the purpQse of promoting regularity of paymenllll8 The 
law in Iowa permits the imposition of fines for delinquency 
not to exceed three cents per $100 share for the first month's 
delinquency and five cents per share for each succeeding 
month's delinquency. These fines, however, must come out 
of the member's profits and can not reduce the withdrawal 
value of any share below the amount actually paid in.11Ie 

It is generally recognized as desirable to retain the right 
to impose fines in cases of mere negligence or carelessness; 
but nearly one-half of the Iowa associations, including the 
largest ones in the State, do not show any receipts from this 
source in their 1918 reports. The total of fines collected 
during 1917 by all of the Iowa associations was only $3856; 
and in 1915 only $1952 were collected in fines. lItO 

In case the borrower does not meet his interest payments, 
the mortgage on his property may be foreclosed under terms 
prescribed in the by-laws of the association. The associa­
tions allow about three months delinquency before foreclos­
ure proceedings are instituted. By the terms of the Iowa 
statutes the mortgagor can not be charged more than the 
agreed rate of interest, never in excess of eight per cenl 
He must be credited with all payments and a legitimate 
share of the earnings of the association. In any case where 
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suit is brought for an excessive amount, the costs may, in 
the discretion of the court, be taxed to the plaintifi.H1 

Repayment of loans in the building and loan associations 
is accomplished by paying out on shares of stock on an in­
stallment basis. A typical loan of $1000 would require the 
purchase of ten shares of stock at $100 each. Assuming 
an interest rate of 7.02 per cent, the rate of one of the large 
associations, the borrower's interest payment would be 
$70.20 per year. Stock payments of $1.50 per week added to 
the interest payments, which are usually reduced to a 
monthly or weekly basis also, will discharge the debt in nine 
and one-half years if the stock earns six per cent dividends. 
Although the payments are usually figured on a weekly 
basis, the experience of the association whose figures have 
just been cited is that the bulk of stockholders pay monthly 
rather than weekly.HI 

The advantage of this plan to the home builder with a 
regular weekly or monthly income lies in the fact that the 
mortgage fades away gradually, whereas if he takes a 
straight five year loan, with interest payable annually or 
semi-annually, the face value of the mortgage is seldom re­
duced. Accumulation of amounts of $100 or more to apply 
on the mortgage are difficult to make. On the other hand, 
small monthly amounts will be met and the sacrifice will be 
little felt. Herein lies the chief advantage of the building 
and loan associations to the borrower. It is true that other 
agencies make loans on this plan, but individuals or savings 
banks usually prefer to receive the interest in larger in­
stallments and to preserve the principal intact until it is 
paid off by a few large payments. The building and loan 
association is prepared to offer this easier and more prac­
tical plan of paying for a home. It is pointed out to the 
prospective borrower, accustomed to paying rent, how by a 
small addition to his monthly rental payment he can own his 
home. He is reminded that every dollar spent for rent is 
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gone forever, but by this plan eventually he has a home of 
his own. As to the feasibility of the plan there can be no 
question. 

When it comes to a question of cost of repayment of a 
loan on the above system, there is not so much to be said in 
favor of the building and loan association. The rates 
charged in Iowa have been from seven to eight per cent in 
recent years, somewhat higher than current rates charged 
by other lenders on similar securities. In fact this is justi­
fied by the cost of the service rendered. To handle repay­
ment on the above described plan is costly from the stand­
point of office and bookkeeping charges, and this constitutes 
one of the chief reasons why other institutions do not en­
courage this type of loan. Again the cost is offset in a 
measure by the liberal rate of interest earned by the money 
deposited by the borrower as stock payments. Under the 
plan followed by some of the Iowa associations the bor­
rower, when the withdrawal value of all of his stock is suffi­
cient to mature one or more shares of his stock, may have 
this credited directly on his loan. Thereafter his interest 
on the loan would be less and his liability as a stockholder 
for losses be reduced. 

It must be clearly borne in mind that the actual cost of 
the loan is the rate of interest paid, not the difference be­
tween the rate paid by the borrower and the amount he 
receives in interest on an exchange transaction. For in­
stance, an association' in its advertising shows that the 
interest payments of the borrower amount to $666.90 on 
$1000 for nine and one-half years and the stock payments 
$746.89, making total payments of $1413.79. The with­
drawal value is $1000 and the cost of the loan is therefore 
stated to be $413.79 which for nine and one-half years is 4.35 
per cent per year. Actually the loan cost $666.90 and the 
deposit is a separate transaction. An illustration will make 
this point clearer. Suppose A had borrowed the $1000 
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from an individual at 7.02 per cent for a nine and one-half 
year period and at the same time bad. purchased stock in a 
building and loan association paying dividends semi-annu­
ally of three per cenl At the end of the period he would 
have a withdrawal value of $1000 and could apply the same 
to paying his debt. The cost of the loan is here clearly 
shown to be the total interest payments of $666.90. The 
error in the method referred to is in assuming that the bor­
rower's savings were not worth any interest to him and that 
what he received as interest was merely a gift. This as­
sumption, however, is commonly made in such tables.... The 
loan from an individual or savings bank, if at a lower in­
terest rate, will cost less. However, the nominal interest 
rate charged is often not the actual cost of a term mortgage. 
Often a cash commission is charged the borrower in advance 
and repeated whenever renewal is made, usually every five 
years. A loan once made with a building and loan associa­
tion has no further expense attached until the final satis­
faction of mortgage. 

Making due allowance for commissions, renewal expenses, 
and other incidental expenses of the term mortgage, it is 
doubtless true that lower rates can usually be secured from 
other sources by persons having first-class real estate to 
offer as security. The rate charged on loans in Waterloo, 
where four live associations are at the service of borrowers, 
is eight per cent. In Cedar Rapids the associations charge 
7.02 per cent. The newly organized Des Moines and Iowa 
City associations charge seven per cenlHf Straight mort­
gage loans can be secured in these cities at lower rates; but 
in spite of the difference the plan is very popular and a large 
proportion of home buying and building in Waterloo and 
Cedar Rapids has been financed by this means. The ad­
vantage of installment payments is accompanied by the fact 
that building and loan associations are in a position to loan 
a somewhat larger amount on the property with safety. 
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Banks in the larger towns and cities in Iowa are usually un­
willing to loan more than from forty to fifty per cent of the 
value of city real estate. 

It appears, however, that high interest charge to borrow­
ers has been one cause of the failure of Iowa associations to 
keep pace with those of neighboring States. The city of 
Omaha has six associations, two of which have each larger 
amounts loaned on real estate than all of the Iowa associa­
tions together. These associations have gradually reduced 
the rate charged borrowers from nine and six-tenths per 
cent, about fifteen years ago, to six and six-tenths per cenl 
The Omaha associations have aided in the erection of nine 
thousand homes during the past fifteen years.llel Attracting 
less necessitous borrowers by a more favorable interest rate 
has been a factor in popularizing the building and loan 
movement in Omaha. 

LOANS TO FABKEBB 

A class of loans which might be attracted by lower in­
terest is the farm mortgage loan. Iowa. associations have 
confined their activities to the towns and cities; and loans 
are not made on farm land or farm homes. In general this 
has been true of the associations elsewhere, but a consider­
able advance in the direction of taking care of farm loans is 
found in other States-notably Ohio. It is aleo being done 
by associations in Indiana, Kansas, and Nebraska. The 
report for Ohio on June 30, 1916, shows that the associations 
of the State had in force 9843 farm loans, amounting to 
$21,621,952.71. The interest rate charged in Ohio is six per 
cent with no commission added.llel Interest is payable semi­
annually; loans are made for one, three, or five years. There 
is a provision for carrying the loans for a longer time when 
overdue than in the case of city property. Deposits by farm­
ers are in about the same proportion to total deposits as this 
class of loans is to the total. In other words this adds a 
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large class of business quite distinct and able to provide the 
funds tor carrying its own class of 10ans.HT 

In an address before the Iowa Building and Loan League 
in 1917, K. V. Haymaker of Detroit, Michigan, formerly of 
Defiance, Ohio, strongly urged Iowa associations to make 
their privileges available to the farmers of their communi­
ties after. the manner of the Ohio associations. He clearly 
pointed out the necessity for adapting the plan to meet the 
business of farming. Sometimes the assumption has been 
made that weekly or monthly payments are a vital feature 
of the building and loan association. He aseerted that the 
only essential is regularity. The period may be made 
monthly, as in dairying, semi-annually, or annuallyaccord­
ing to the type of farming. He insisted that the idea of 
compulsory payments must be dropped, fines abolished, and 
other changes effected to meet the conditions of farming. 
If this were done he believed that the field of operations 
could be greatly widened, as has been the case in Ohio. 188 

The question of the extension of the field of operations of 
Iowa associations to include farm loans will depend on cer­
tain factors. In the first place competition is entirely too 
keen to make it necessary for Iowa farmers to pay a high 
interest rate on loans. Insurance companies, mortgage 
banks, savings banks, investment companies, individual 
lenders, all look upon Iowa farm mortgages as a most desir­
able investment. Added to these are the national farm loan 
associations and joint stock land banks of the Federal farm 
loan system. At present, rates charged by these companies 
range from five and one-half per cent up. Terms of re­
payment are usually rather liberal. In many O8ses com­
missions are charged which add somewhat to the net cost 
of the loan; but even considering these factors, the rates 
are considerably lower than those granted by building and 
loan associations to their members. Certainly, as Haymaker 
has said, the rules of associations would also have to be 
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adapted to the needs of the farming business. Until the 
rates and conditions are changed Iowa associations will not 
find a field for operation in rural credits. 

INSURANCE FOB THE PBOTECTION 01' BORROWERS 

A difficult problem which may occasionally confront an 
association is the necessity for foreclosing on property in 
cases where the death of the wage earner makes it impos­
sible for a family to continue payments. Ordinarily the as­
sociation is protected by the security, but the sale of prop­
erty under foreclosure usually results in serious loss to the 
family. Associations in some States have met this problem 
by arranging for special life insurance policies to meet 
such an emergency. This type of policy is known as a 
"Diminishing Term Policy". As outlined before the 1917 
session of the Iowa Building and Loan League, this plan 
provides a very cheap form of protection especially adapted 
for taking care of the balance of payments due the associa. 
tion in the event of the borrower's death. The face value 
of the policy decreases as payments to the association in­
crease his investment, so that at all times it has a value, in 
case of the borrower's death, equal to the balance due the 
building and loan association, if payments to the association 
have been regularly mel The plan contemplated a lump 
payment in advance for the entire cost of the policy. For 
instance, a ten year term policy of this type, age thirty-five, 
could be paid for by a single gross premium of $51.59 per 
$1000. Payments of $8.33 per month on the principal of 
the loan would extinguish the debt in ten years. The insur· 
ance policy, therefore, decreases by that much each month. 
In the event of the borrower's death the mortgage note 
would be stamped" paid" and the home handed over to the 
family clear of all debl If he lived the home would be paid 
for in the regular course of time, the extra amount added 
to the original loan not being sufficient to lengthen mater-
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ially the time necessary to pay oul In some cases the secre· 
tary of the association acts as the agent for the insurance 
company, but this gives rise to certain complications. In 
Omaha the building and loan secretary gives a list of bor­
rowers to all insurance companies in the city. Iowa build­
ing and loan associations have not yet undertaken to edu­
cate the borrowers to the value of life insurance proteo­
tion. .. • 

.lU.NAGEKENT AND CONTROL OF .A.88OCIATIONB 

The ultimate control of the associations rests in the hands 
of the shareholders or members. At any election each mem­
ber has one vote for each $100 share of stock owned by him. 
Voting may be by proxy, but no person is allowed to vote 
over ten per .cent of the outstanding shares at the time of 
the election. The government of an association rests with 
the board of directors. The number of directors is not spe­
cifted in the Iowa law, but it is provided that they shall hold 
ot1ice for not less than one nor more than five years. If 
directors are elected for a longer term than one year there 
must be annual elections with as nearly as possible an equal 
number retiring each year. The directors exercise general 
supervision and direction of all financial affairs of associa­
tions, and they elect the officers and have power to suspend 
them at any time. All loans must be approved by the direc­
tors, and they declare the dividends. liTO Directors are 
usually allowed a small fee for attending the meetings of 
the board and compensation for services rendered outside 
of the meetings. Ordinarily the directors are men of prom­
inence in the business and financial affairs of the community 
who could scarcely be induced to give their services for the 
financial reward alone. Unlike the directors of a bank, 
who are usually the principal stockholders and hence di­
rectly interested in the bank's financial success, these men 
do not profit even from the larger measure of success of the 
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association. It is largely a public spirited service rewarded 
only indirectly through the greater prosperity of the com­
munity and the welfare of its citizens. 

The active executive of the association is the secretary. 
In the larger associations he gives his full time to the ad­
ministration of his duties and may even have assistants. 
In such circumstances he is paid a salary for his services 
commensurate with his ability. He receives all money paid 
in on shares, keeps the accounts of the association, and 
countersigns all certificates for shares of stock, coAtracts, 
and conveyances requiring the signature of the president. 
The money he receives is paid over to the treasurer, usually 
a banker, and orders are issued by the secretary payable by 
the treasurer. He acts as secretary of the board of direc­
tors and as custodian of the securities, books, and insurance 
policies. He reports regularly to the board of directors 
regarding receipts and disbursements. Semi-annually, or 
oftener when so required, he makes a full financial statement 
of the condition of the business. 

In large measure the success of the association depends 
upon the qualities of the secretary. Coming into direct 
contact with the shareholders, his manner and personality 
must be such as to inspire confidence and enable him to at­
tract and hold members. He is required to give bond for 
the faithful performance of his duties, but this is in no way 
a substitute for character and capacity. In the larger asso­
ciations he is assisted by others whose duties are purely 
clerical. 111 

In addition to these officers there is the treasurer who 
acts in a purely ministerial capacity. He receives the funds 
from the secretary, gives his receipt for the same, and pays 
out the money on orders from the secretary. Even in the 
matter of selecting a bank for the depositing of cash on 
band he is subject to the advice of the board of directors. 
Some associations retain an attorney as a regular officer 
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of the association to examine titles, make out the legal pa­
pers, and perform other duties in connection with the legal 
aspects of the business. Accounts must be regularly 
audited-a duty that is usually performed by a committee 
of the directors appointed for that purpose-but sometimes 
a single qualified individual makes the audit. 

STATE SUPERVISION 

The first effort at State supervision of building and loan 
associations in Iowa came in 1872 through legislation per­
mitting the organization of associations under the general 
corporation laws. They were empowered to collect dues, 
fines, interest on loans advanced, and premiums bid by 
members for the right of precedence in taking loans; to 
make loans; to convey real estate; and to do other things 
incident to their business. Out of the earnings they were 
allowed to set aside ten per cent for current expenses. The 
remainder of the earnings were to be credited to the share­
holders. The usury law was held not to apply to those 
already organized or to those to be organized in the future. 
No person was allowed to hold more than twenty shares. ITS 

No requirement was made for reports or examinations. 
State supervision can hardly be said to have really begun 
until twenty-five years later. In the meantime a large 
growth of business had taken place. Effective State super­
vision came with the legislation of 1896. By that time a 
hundred associations were operating in low&. A consider­
able number of foreign companies were carrying on their 
business in a manner which was not to the best interests of 
the Iowa investors. State supervision with its consequent 
publicity was adopted for the purpose of eliminating those 
institutions operating primarily in their own and against 
the public interest. . 

In the first place the statute required that the articles of 
incorporation of building and loan associations must be ap-
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proved by the Executive Council. The articles with the cer­
tificate of approval attached must then be filed with the 
State Auditor. Any amendments to the articles must be 
handled in the same manner. After the Auditor received 
the approved articles he was to issue a certificate author­
izing the association to commence business. Thereafter the 
association was under the control of the Auditor, who was 
required to examine all associations at least once a year. 
This examination might be conducted by the Auditor or by 
some person appointed for the duty. Examiners were em­
powered to summon witnesses and procure documents nec­
essary to learn all facts. Costs of the examination must be 
paid by the association, a fee of $5 per day and expenses 
being allowed In no case could an association be required 
to pay over $200 per year for examination costs. Twenty 
shareholders of a domestic-local association could apply to 
the Auditor for examination, in which case he must make 
the examination under the same conditions as the regular 
periodic examination. ITa 

Annual reports were required of all associations. These 
must be made before February 1st on the business of the 
preceding year as of December 31st. This report must show 
the following: 

1. The date when the association was incorporated and the par 
value of each share of stock. 

2. The number of shares sold during the year. 
3. The number of shares cancelled or withdrawn during the 

year. 
4. The number of shares in force at the end of the year. 
5. A detailed statement of receipts and disbursements showing 

specifically from what source received and in what manner applied. 
6. A statement of the assets and liabilities at the end of the 

year. 
7. The salary paid to each of its officers during the year. 
8. All foreign building and loan or savings and loan associa­

tions shall in addition to the above, report the names of each share-

17 
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holder of such association residing within the state of Iowa, to­
gether with the postoflice address of each and the number of shares 
owned by each of said persons on the first day of January pre­
ceding, and the cash value of each said shares on said date. 

A failure to report promptly subjected the association to 
a penalty of $25 per day for each day the report was with­
held. The Auditor was required to report the condition of 
the associations biennially. This report was to contain a 
summarized statement of the condition of the association, 
together with such suggestions as he might deem expedi­
ent.IIT4 In accordance with the statute the Auditor pub­
lished in 1897 the first regular report of building and loan 
associations.lI711 In 1900 the law was amended to require a 
detailed statement in the report of the names of officers and 
salaries paid.1IT1I The regulations then laid down hold sub­
stantially at the present time. In 1917 the State Depart­
ment of Banking was created, but the building and loan asso­
ciations have remained under the Auditor's supervision. 

Of the value of regular public reports there can be no 
doubt. These enable members to keep in touch with the 
progress of the business, since they are usually printed for 
distribution to the members and to others interested. For 
this reason they serve also for advertising purposes. The 
reports are even more important as a stimulus to the officers 
to make a good showing and as a check: on corruption. To 
guard further against corruption all officers who handle any 
funds have been required since 1896 to give bond or fidelity 
insurance: these bonds must be approved by the board of 
directors and the State Auditor.IITT 

Within sixty days after the legislation of 1896 was en­
acted all associations were required by the law to conform 
thereto. The only exception was in case an association 
signified its intention to close up its affairs, in which case 
it was given additional time'to do so without being subject 
to penalties. Domestic or domestic-local associations were 
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required to reincorporate or amend their articles to comply, 
while foreign associations were to furnish a copy of their 
articles and the required securities. Doing business with­
out a certificate or soliciting business for an association 
without having a certificate was made a criminal act subject 
to a fine of not over $10,000 or imprisonment for not over 
ten years or both.II'1S 

In 1902 unincorporated associations were defined and 
regulated. Any organization or individuals engaged in 
creating funds on periodic payments by members to loan on 
real estate, personal property, or for similar purposes 
was deemed a building and loan association and subject to 
the provisions of the law governing them so far as it was 
applicable. Before beginning business they must submit 
to the Executive Council a full and complete sworn'. state­
ment of resources and liabilities, together with the proposed 
plan of business. Fifty thousand dollars worth of secur­
ities must be deposited with the Auditor as a guaranty 
fund. Acceptable securities should consist of first mort­
gages and negotiable notes bearing interest of not less than 
five per cent, said mortgages to be secured by real estate 
worth double the amount' of the mortgages. The Auditor 
might require additional securities if necessary for the pro­
tection of investors. 

The Executive Council must approve the plan and method 
of business and the Auditor issue a certificate to permit 
the association to transact business in the State. Officers 
must give approved bonds. Reports similar to those called 
for from incorporated companies must be made annually. 
In addition the Auditor may call for reports, of any desig­
nated past date, as often as four times a year. Examina­
tions might also be made at his discretion, the costs of $10 
per day for the time spent and necessary expenses being 
borne by the building and loan association. Heavy penal­
ties were prescribed for any false statements, unauthorized 
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solicitation of funds, or other fraudulent or improper trans­
action.IITIL 

The occasion of this law appears to have been the estab­
lishment within the State of a class of unincorporated asso­
ciations or partnerships transacting their business under 
what were termed "Diamond Contracts". In some of these 
companies the member was promised a diamond on the 
maturity of the contract, in other cases he was to receive 
a home. The operations of the ~mpanies were of such a 
doubtful nature that the Auditor in his biennial report for 
1901 asked the General Assembly either to prohibit them 
from doing busin~ss or to provide for their supervision and 
control.II80 

Two years later the Auditor again called upon the legis­
lature to regulate investment companies carrying on a busi­
ness somewhat similar to that of building and loan associa­
tions. These companies were engaged in the business of 
issuing investment securities on the installment plan, but 
varied their contracts so as to evade coming under the 
building and loan or insurance laws. Some of these com­
panies had represented, through their agents, that they had 
deposited securities with the Auditor's department to guar­
antee their contracts. The evidence produced during the 
prosecution of one company for failure to comply with the 
law, passed by the General Assembly as the Auditor had 
requested, indicated the necessity for supervision. The 
General Assembly placed all such associations under the 
supervision of the Auditor and required them to report to 
him annually. Reports were not required to be published, 
so no further record is found of them-if indeed any ob­
tained certificates under the law.1I81 

BENEFITS FROM BUILDING AND LOAN ABBOCIATIONB 

The direct benefits of the building and loan associations 
to members may be said to be threefold: first, they stimulate 
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home owning; second, they inculcate habits of thrift; and 
third, they train in business m~thods and generallmowledge 
of affairs. 

Arguments for the advantages of home owning need 
scarcely be urged. The home owner is almost always a 
steadier workman and more conservative citizen. One of 
the difficult problems confronting the employer of labor in 
America is the labor turn-over. At the Ford plant in De­
troit one of the most effective means of checking this waste 
was found to be a stimulation of home owning. Bolshevism 
and other radical movements receive support from the 
propertyless individual. The building and loan association 
provides the means for the working man to save for a home; 
it permits him to borrow on a basis which encourages pay­
ment of the debt. At the time of the comprehensive investi­
gation of 1893, seventy per cent of the shareholders were 
classed as working people. In a survey of the benefits of 
building and loan associations the Bureau of Labor con­
tributes iestimony which is the product of first hand infor­
mation. "In the testimony before the Industrial Commis­
sion it was very strongly impressed upon the Commission 
that the influence of these institutions upon industrial life 
was conservative, tending toward the prevention of dis­
putes and strikes and making for industrial peace. The 
home owner acquires a real and tangible interest in the 
eommunity and its welfare as well as an increased self­
respect and more elevated moral standard. "IIS1 

The second advantage, that of inculcating habits of thrift 
and saving, also needs little explanation or support. Build­
ing and loan associations furnish a place for safe and profit­
able investment for small sums. The plan of periodic pay­
ment on shares gives a further stimulus toward regularity 
of deposit. All deposits are available in case of need, but 
the handicaps on withdrawing make it unlikely that money 
once saved will be spent for any trivial purpose. When the 
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shareholder is a borrower the advantage of the installment 
method of attacking a debt is obvious; it has been likened 
to attacking an army in detail-one installment after an­
other is conquered until the whole debt is annjhilated. Thus 
is saving stimulated and real property created. . 

Business training and knowledge of affairs gained 
through connection with the association is a third benefit to 
the individual. This comes from the fact that all depositors 
are shareholders and participate in the management of the 
association-a cooperative feature that is undoubtedly of 
value in adding to the feeling of self-respect and importance 
of the members. 

The place of the building and loan associations in the 
community and their relation to other financial institutions 
have come to be quite clearly recognized. It is obvious that 
they are not in any sense rivals of the commercial banks. 
Banking, as such, is slrictly prohibited to such associations 
by the laws of Iowa. The language of the statute is ex­
plicit: "It shall be unlawful for any building and loan or 
savings and loan association to receive deposits of money 
without issuing shares of stock for the same, or to transact a 
banking business. "1183 The practice of practically all build­
ing and loan associations is to deposit all their funds in some 
bank and keep no treasure vault of their own. They aid in 
creating permanent wealth in the community by gathering 
together small savings, a large percentage of which would 
not find their way into any bank. The working man is made 
a better and more thrifty citizen; labor and merchandising 
in the community is stimulated. In the cities where the 
associations are well conducted, bankers are nearly unani­
mous in their approval. In fact many officers and directors 
of building and loan associations are bank officers and direc­
tors. Wise bankers encourage the association, recognizing 
that it occupies a special field and is not detrimental to their 
business. liSt 
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LEAGUE ORGANIZATIONS 

AB the building and loan movement developed in this 
country it was recognized that there was a need for some 
unification of the movement to enable officers of associations 
to exchange views and work in a spirit of harmony to pro­
mote the general interests. This led to the formation of 
so~lled leagues, the purpose which has been well stated in 
these words: "The necessity for greater uniformity of 
methods, the constant vigilance required to prevent inimical 
legislation, and the concerted action necessary to secure 
progressive enactments favorable to the development of 
these associations, led to the formation of so-called 
leagues. ' '5aG 

The league organizations were first perfected in the vari­
ous States. These were followed by the United States 
League of Local Building and Loan Associations, the origin 
of which is traceable to a resolution at the State convention 
in Ohio in 1892. The first meeting was held in Chicago in 
July, 1893, at the time of the World's Fair. Since that time 
it has held regular annual meetings in various cities of the 
United States.5" 

In Iowa the Building and Loan League has been in exist­
ence about the same length of time. It held its twenty­
seventh meeting at Waterloo on September 25, 1918. Iowa 
associations do not support the State league as it would 
seem to deserve. The list of delegates usually· in attend­
ance shows that only about one-fourth to one-third of the 
associations of the State are actually represented. The 
larger associations, however, are included, so that at the 

. Waterloo meeting four-fifths of the assets of the State asso­
ciations were represented.5eT 

A recognized need of the Iowa building and loan move­
ment is for greater pUblicity. The general public is not 
familiar with association methods. This need for publio 
education has been recognized by the associations and dis-
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cussed at league meetings. In the discussion at the 1917 
convention, advertising plans in use elsewhere were out­
lined. A successful method was shown to be combined ad­
vertising, as in Toledo, Ohio, where ten or twelve associa­
tions united to carry on a successful campaign of education. 
Some associations have distributed copies of the America ... 
Build.g Associatiofl News over the counter or to legislators 
when favorable legislation was needed. As a result of the 
discussion the Iowa League voted to ask W. R. Boyd of 
Ceds-r Rapids to write some. articles on thrift, and appointed 
a publicity committee to report at the next meeting. &88 

PBOPOSED FEDERAL OO-OPEBATIVE BANK 

In connection with the after-the-war campaign to promote 
home building there was launched a movement for a na­
tional system of home loan banks, through which building 
and loan assoclations might rediscount their securities and 
make available more funds for further loans. The purpose 
of the proposed system is to do for the building and loan 
associations what the Federal reserve system has done for 
the commercial banks and what the Federal land banks have 
done for the national farm loan associations. Such a sys­
tem would be headed by a Federal home bureau in the 
Treasury Department. The general functions of the pro­
posed banks and their methods of selling bonds to investors 
would resemble very closely those now followed by the Fed­
eralland banks. The Department of Labor and the United 
States League of Local Building and Loan Associations 
strongly backed the proposal which was embodied in a bill 
at the first session of the Sixty-sixth Congress.·' 

TA..XATION OF BUILDING AND LOAN ASSOCIATIONS 

The first provision for taxing the shares of building and 
loan associations was made in 1876, when the shares were to 
be assessed at their cash value. "Unredeemed" shares 
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only were to be taxed and these were to -be listed to the in­
dividual owners thereof. In 1896 the law stated that the 
shares of stock should be classified as moneys and credits 
for purposes of taxation. G80 In 1913 previous provisions 
were repealed and a substitute section enacted. The gen­
eral method of taxing shares remained unchanged. They 
were to be assessed and taxed to the individual holders at 
their places of residence. In 1911 the General Assembly had 
provided for the taxation of moneys and credits at a flat 
rate of five mills on the dollar, which became the rate for 
the loan association shares according to their cash value. 
The real estate and the reserve fund of the association must 
be assessed as real estate or personal property and be sub­
ject to taxation at the principal place of business. The 
State Auditor furnishes, through the county auditor, to each 
assessor a statement of the names and post office addresses 
of all stockholders in foreign associations residing in the 
assessor's district, together with the actual value of the 
shares so held. In 1911 the general incorporation law was 
amended to make building and loan associations exempt 
from the payment of the incorporation filing fee provided 
therein in excess of $25. They were also made exempt from 
the payment of a renewal fee. G81 

The Federal government has also been liberal in granting 
exemption from taxation to building and loan associations. 
They were made exempt from the early income tax law, 
which was later held unconstitutional, from the stamp act 
of the Spanish-American War in 1898, and from the cor­
poration income tax and the war excess profits tax. They 
were, however, made subject to the stamp taxes upon bonds, 
notes, conveyances, and other documents.·' 

Building and loan associations have now had a history of 
about half a century of operation in Iowa. During the first 
half of this time they grew in numbers and strength prac­
tically unregulated and subject to the abuses incident to this 
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lack of supervision. During the first few years of State 
supervision, beginning in 1896, the decline in number of as­
sociations and total assets was so marked as to cause the 
Auditor to raise the question as to the desirability of con­
tinuing the plan' of publication of reports. ·He favored some 
plan of local publicity, evidently feeling that the future im­
portance of building and loan associations would be very 
limited. Ilea The addition of new associations during the 
past decade and' the growing prosperity of those now in 
existence proves that any fear that all associations will quit 
the field is unwarranted. The elimination of associations 
pursuing unsound methods has broken down prejudice-­
even in Des Moines, the headquarters of the old associations. 
The popular belief that the Iowa law is unfavorable to build­
ing and loan associations of the proper type is being dis­
pelled wherever parties interested in starting associations 
investigate the facts. In view of the existing situation in 
Iowa and the growing importance of building and loan &8So­

ciations in other Commonwealths, the outlook for the build­
ing and loan movement in this State seems very brighl 
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FARM MORTGAGE BANKING 

The chief business of the Iowa bankers during the period 
of the fifties was loaning to the pioneers on land security. 
But the panic of 1857 forcibly illustrated the danger of 
using a bank's credit to assist in land speculation and drove 
home the truth of the principle that commercial banks should 
loan as largely as possible on short time self-liquidating 
obligations. The founders of the State Bank of Iowa, and 
also of the national banking system, prohibited the banks 
established thereunder from accepting real estate security. 
A long step was thus taken toward establishing distinctly 
commercial banking. But the private banker continued in 
the field. He adapted his business to the needs of the com­
munity. In some cases he carried on a commercial banking 
business, in others he maintained a mortgage and loan 
agency. The savings bank law also permitted the banks 
established thereunder to invest in real estate mortgages. 
State chartered and private banks have therefore continued 
to serve as agencies for furnishing long-time loans to farm­
ers. 

Specialization, which has marked banking and commerce 
as a whole, has tended, however, toward the creation of in­
vestment banks to deal in farm mortgages. By 1914 this 
type of institution was so well differentiated that national 
and State associations of farm mortgage bankers were 
formed. In 1916 Congress passed au act establishing the 
Federal farm loan system, under the provisions of which 
various types of institutions have come into being, devoted 
exclusively to the farm mortgage business. Within the past 
decade, therefore, farm mortgage banking has become "a 
distinct, well-recognized profession. "1114 
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VALUE OF FARM: LAND IN IOWA. 

The vast amount of wealth represented by farm property, 
the large per acre value of the land, and the rapid improve­
ment of the farms of the State have made the volume of 
mortgage business in Iowa very large. Moreover, the high 
quality of this mortgage security has attracted much out­
side capital which has contributed to the State's rural de­
velopment. Unfortunately, much of the statistical data per­
taining to the Iowa mortgage business are unsatisfactory. 
However, as an introduction to the discussion of mortgage 
banking in this chapter the available facts will be presented 
to show the basis for the business of these institutions. 

Federal and State census statistics show that the value 
of farm property in Iowa has increased steadily since 1850 
when the first data were collected. 

TABLE X 

VALUE 01' FABlI PBoPDTY IN IOWA'" 

y.". L.ulD ._ BVII .. r ... A" • ." •• V.LV. A" • ." •• ".LV. 
• •• 1' ••• • •• Ao •• 

1920 17 .801.772.280 111.818 1227.08 
1911 8.992.100.118 19." 121.00 
1910 8.217.879.400 11.008 111.00 
1900 1.4W1.1514.790 8.110 48.81 
1810 817.181.012 4.147 •• 18 
1880 187 .480.227 8.081 22.92 
1870 814.129.918 2.701 20.21 
1880 119.899.147 1.980 11.91 
1810 18.817.187 1.128 8.09 

Table X shows that from a value of about sixteen and two­
thirds millions in 1850, the farms and buildings in Iowa had 
risen in 1910 to over three and a quarter billions. In 1915 
the Iowa State census placed the total value of all farm 
property, land and improvements, at nearly four billions. 
In the next five years farm property practically doubled in 
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value. Statistics published annually by the Department of 
Agriculture indicate that the average per acre value of all 
plow lands in 1916 was $153, in 1917 $156, in 1918 $174, and 
in 1919 $192. This placed Iowa at the head of the list of the 
corn-belt States based on land value per acre, being $28 
per acre above Illinois, the next State in order. Gel These 
figures were published in March of each year and thus rep­
resent the value at the beginning rather than the close of the 
year. They are not exactly comparable with census figures, 
but are the most satisfactory data available for showing 
the recent increase in value. 

In 1919 a phenomenal boom in the selling price of Iowa 
land took place, stimulated primarily by the large profits 
obtained from farm products sold at war prices. Examples 
of farms being resold within ninety days at a cash advance 
of from $50 to $100 per acre were not uncommon during the 
early summer months of 1919. On August 21, 1919, O. G. 
Lloyd of the farm management department of the Iowa 
State College of Agriculture at Ames reported that in fifty 
of the ninety-nine counties farms had sold for more than 
$300 per acre during the preceding six months. The Fed­
eral Bureau of Crop Estimates credited Iowa with an aver­
age increase of $63 per acre during 1919. This brought the 
average up to $255 per acre. An intensive survey of farm 
l~d values in Iowa was made by the Office of Farm Manage­
ment of the United States Department of Agriculture in 
coOperation with the Iowa Agricultural Experiment Sta­
tion. The average price per acre for the 1414 sales upon 
which data were obtained was $248, but this covered sales 
between January and September, 1919, whereas during the 
latter months of the period the :figures as shown were con­
siderably higher. Moreover, the investigators expressed 
the opinion that the better farms were sold during the early 
weeks of the "boom", before the prices had reached the 
new high level. For this reason even the later sales would 
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not reflect the full extent of the advance. Further informa­
tion secured by the officers of the Iowa Farm Mortgage 
Association supports these estimates. Data were secured 
early in 1920 by a questionnaire to all members of the Asso­
ciation, bankers throughout the State, and others in a posi­
tion to give information concerning land sales. From 167 
replies received the average value per acre was found to be 
$291.75, with an average per acre increase of $80 in twelve 
months ... , 

In total value of all property Iowa ranked sixth among 
the States in 1912; in per capita wealth the State was second 
only to sparsely settled Nevada ... • Of the total wealth of 
$7,868,454,211 over $5,000,000,000 was in real property, and 
about three-fourths of this consisted of farm land and build­
ings. In addition to the real estate shown in Table X the 
farmers possessed working capital in the form of machin­
ery, stock, feeds, and seed. Farming in Iowa, therefore, 
was a productive business representing, in 1920, about 
$8,500,000,000 of capital.lI8• It over-shadowed all the other 
industries of the State combined. Quite naturally credit 
in the form of long-time loans is needed to finance this large 
volume of business. 

STATISTICS OF IOWA FARM MORTGAGES 

There are no complete and accurate data on the volume of 
mortgage loans in Iowa, although such statistics, if avail­
able, would be of unusual interest in this agricultural Stete. 
Since the State does not compile such information, the 
statistics of the Federal census bureau and of life insurance 
companies are about the only material published. Data 
relating to mortgage debt were first collected in the regular 
decennial census in 1890. The basis of the returns in the 
three census reports has been the "farm home" occupied 
by its owner. No reports have been secured for farms 
operated by tenants and managers. Data regarding the 
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amount of mortgage debt were obtained in 1890, 1910, and 
1920 but not in 1900. The data are consequently incom­
plete, but since they were colleoted on practically the same 
basis for the three reports they are quite accurate for com­
parative purposes and are of considerable general value. 

TABLE XI 

F ARK MORTGAGE AND DEBT REPoRTS FOR IOWA 800 

1920 1910 1890 

TO'I'.AL .VII ••• 01' I'A ••• o •• u-

'I'D .Y ow .... 121,888 133,008 144,698 
NUll ••• 1' ••• 1'.011 IIO.TOAO. 

D •• 'I' 46,807 83,234 67,&87 
NUll ••• WITII IIO.TOAO. D •• T 66,086 68,(M6 77,111 
NUll ••• WlTII .0 1I0.TOAoa .lI-

.0.'1' 9,986 1,724 
P •• ca.T 01' 1I0.To ... oaD 1' .... 11. 69.1 61.8 63.3 
NUll ••• ••• 0.'1'1.0 Da.T .... D 

... IIOV.T . 62,341 150,462 77,111 
V ... LU. 01' TIIBJ. LA.D ..... D .111LD-

I •• 11,814,260,138 1736,286,320 13015,868,889 
AII011 .... 01' 110.'1'0 ... 0. D •• T 1489 ,818, 739 1204 ,242,722 1101,746,929 
P .. c ..... 01' "' ... LV. 01' LA.D .... D 

.UlLDI.O. 27.0 27.8 33.3 
A"'.B.Aoa IJrD •• T.D ••••••• 1' .... 11 19,368 14,048 11,319 

In 1920 there were 213,439 farms in Iowa, but mortgage 
data were secured only on the 121,888 owned in whole or in 
part by the operators. Of this number 45,807 were reported 
as free from mortgage; 66,096, that is, about fifty-nine per 
cent, were reported as mortgaged; and for 9985 no report 
concerning mortgage indebtedness was obtained. The 
amount of mortgage debt was $489,816,739 for the farms 
included, or an average indebtedness of $9358 per farm, 
equivalent to twenty-seven per cent of the value of the land 
and buildings mortgaged. The aggregate amount of mort­
gage indebtedness and the average debt per farm more than 
doubled in the decade ending in 1920, but the percentage of 
debt to value was almost the same as in 1910. 
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In 1890 the total mortgage debt was $101,745,924, or an 
average of $1319 per farm, equivalent to thirty-three and 
three-tenths per cent of the value. The figures for 1890 in­
clude all owned farm homes, estimates being made of value 
of farms and amount of debt for all defective reports. It 
will be noted that, although the average size of the mort­
gage was over seven times as great in 1920 as it had been 
thirty years earlier, yet as a result of the great increase in 
land value the percentage of debt to value decreased from 
thirty-three and three-tenths per cent to twenty-seven per 
cent. 

The data on mortgages cover only the owned farm homes, 
leaving over one-third of the land about which no informa­
tion was secured. The amount of tenancy in 1900 and 1910 
is shown by Table XII. 

Table XII shows that forty-four per cent of all the land in 
farms in 1920 was operated by tenants. The amount of 
mortgage indebtedness against these farms is unknown, 
but it was surely considerable, although probably not as 
great proportionally as for the farms operated by owners, 

TABLE XII 

FABli OPERATION AND OWNERSHIP IN low""ol 

NVII ••• P •• C ..... TOTALNvlI- P .. C ..... 
OP OpTOTAL ••• OP opALL 

I'A.II. Nv •••• "'0 ... LAD •• 
OP I'A •• ' JrA ... 

1920 121.888 67.1 18.0151.121 158.8 
O .... TU."O ..... 1910 138.008 81.8 20.21 •• 837 68.8 

1900 1.7.8011 M .• 22.461.768 M.8 

1920 2.48'1 1.2 1188.088 1.7 
O .... TU ." M.urAG- 1910 1.828 0.9 .90.806 1 •• ... 1900 1.681 0.7 ••• 882 I.' 

1920 89.OM .1.7 1'.8M •• ":. 
O .... TU ." T •• AIITI 1910 82.116 87.8 13.226.a.e •. 0 

1900 79.738 ".9 11.823.687 83.8 
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many of whom were in the early stages of paying for the 
land. Increasing tenanoy is an outcome of higher priced 
land. With the rapidly mounting prioe of land this becomes 
a serious ~conomio and sooial problem. To oheok suoh a 
tendenoy is an important funotion of improved mortgage 
oredit. 

Supplementary statistios on Iowa farm mortgages oan 
be obtained from the reports of the life insurance com­
panies, the largest investors in farm mortgages. The secre­
tary of the assooiation of life insurance presidents, an or­
ganization representing about ninety-seven per cent of all 
investors in farm mortgages among the insurance companies 
in the United States, reoently published a report on farm 
loan investments in war time. On December 31, 1914, the 
farm loans in Iowa by insurance companies were $139,-
511,101; two years later the total was $195,782,521. During 
the first nine months of 1917 new loans of $61,152,392 were 
placed by the insurance companies.801 The latter figure 
does not take account of mortgages paid off or reduced 
during the same period. Insurance companies held approx­
imately $250,000,000 of Iowa mortgages at the close of 1917. 
The volume of mortgages held by banks, endowed institu­
tions, mortgage companies, and private investors can only 
be estimated. Well-informed farm mortgage dealers esti­
mated the amount of mortgages outstanding in the summer 
of 1919 at approximately $500,000,000. This would appear. 
now to be too low since the census figure for owned farms 
alone was $489,816,739 and moreover the amount of debt 
was secured on only 52,341 out of 66,096 reported as' mort­
gaged. A conservative banker after careful analysis esti­
mated that $250,000,000 of standard first mortgages were 
placed in Iowa during the first three months of 1920. eOI 

This probably does not represent an increase of that 
amount in outstanding mortgages since renewals appear 
to have been included. But estimates by well-informed 

18 
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mortgage dealers in June, 1921, placed the total of all Iowa 
farm mortgages at from $800,000,000 to $1,000,000,000. 

Farm mortgages have generally proved the foundation 
of prosperity for Iowa farmers. The farmer has needed 
capital to develop and improve his farm; for this purpose 
his land has offered the best security. The tenant has 
wished to become an owner, and the vendor in many cases 
has stood ready to accept a considerable part of the pur­
chase price in the form of a first mortgage on the farm. 
In a few years the advancing price of land has greatly in­
creased the new owner's equity in the place and has enabled 
him to tide over any temporary depression. The average 
value of the mortgaged farms has been found to be greater 
than the unmortgaged: the buildings and improvements are 
also of higher value.oo. The average size of the Iowa farm 
in 1910 was 156.3 acres-twenty-three acres larger than the 
average farm of 1880.°01 With the average price ranging 
from $250 to $300 per acre since 1919, it can easily be seen 
that in the neighborhood of $50,000 is needed to buy an Iowa 
farm. Many persons who are now farming either bought 
the land at a fraction of its present market value, or they 
have inherited from parents who did so. The buyer at 
present prices needs, and will long continue to need, credit 
on a long term basis. Instead of a thing to be dreaded, as 
is the mortgage of fiction, the farm mortgage is the cheapest 
means the Iowa farmer has of securing capital for produc­
tive purposes. The business of mortgage banking in some 
form seems sure to be a relatively permanent one. 

EARLY MORTGAGE BANKING 

The material for the complete history of mortgage bank~ 
ing in Iowa has not been assembled-if, indeed, it ever can 
be. No State supervision has been exercised over this busi­
ness as such. No reports of mortgage dealers are filed 
with State officials. During a large part of Iowa's Terri-
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torial and State history there was no specialization in the 
mortgage business. Prior to the installation of the Fed-, 
eral farm loan system the various classes of purchasers of 
farm mortgages might, for convenience, be grouped in five 
main classes: banks of all kinds, farm mortgage companies, 
insurance companies, endowed institutions, and private in­
vestors. In placing their investments these various classes 
used different methods and facilities. 

In an earlier chapter the part played by the private 
banker of the fifties in "entering land on time", acting as 
agent for eastern' capitalists in placing money in farm loans, 
dealing in land warrants, exchanging gold for the eastern 
drafts of land buyers, and carrying on a general real estate 
agency has already been described. Gradually the func­
tions of commercial banking were developed by the older 
banks. But the pioneer banker had followed the establish­
ment of the government land office at Council Bluffs, Fort 
Dodge, Sioux City, and other points. The banker took 
heavy risks and charged proportionately. 

The panic of 1857 swept away the majority of the existing 
banks in Iowa. Shortly thereafter the State Bank of Iowa 
was incorporated with a prohibition in its charter against 
nal estate loans. A similar restriction was contained in 
the national banking act of 1863. These conspicuous ex­
amples of successful banking without the use of real estate 
security show that even in the early period banking could 
be carried on in Iowa with its loans limited to the discount­
ing of short time commercial paper. But throughout the 
existence of the State Bank, during the dominance of the 
national system before 1875, and even after the recognition 
of State and savings banks under Iowa laws, the private 
banks continued to thrive. Their business was what they 
chose to make it. In many, cases they were sman commer­
cial banks, which later incorporated under State or national 
law and have become substantial institutions. Other private 

Digitized by Coogle 



276 HISTORY OF BANKING IN IOWA 

bankers were chiefly interested in the farm mortgage and 
real estate business, accepting deposits only incidentally 
and discounting very little short time paper. As a result 
of changing public sentiment and of the development of 
specialization in banking, the large place among the financial 
institutions of the State formerly taken by private banks 
has been lost. In a great many cases they have sought in­
corporation under State or national law; in others they 
have developed the mortgage and loan business as a spe­
cialty. 

FABlI MORTGAGE BUSINESS OF THE OOKKEBOIAL BANKS 

In 1863 the framers of the national banking law, influ­
enced by the general abuse of the right of making real estate 
loans, prohibited the national banks to be created there­
under from making any mortgage loans. In: order to meet 
the legitimate demand for this class of loans, many national 
banks established an associate savings bank or trust com­
pany. U suaIly this allied institution is owned by the same 
stockholders, operates in the same banking room, and is 
managed by the same officers. Savings deposits have been 
made through this affiliated institution, which has been free 
to loan on real estate, limited only by the State laws govern­
ing the investment of savings bank funds. Where no asso­
ciate institution has existed the national bank has often in 
a certain sense made real estate loans. This has been accom­
plished by loaning to a farmer on his personal note although 
relying on the fact that he is a land owner to secure the note. 
Notes made in this way are recognized as investment loans 
and are renewed from time to time by the banker. 

The Federal Reserve Act permits national banks to loan 
on farm land an aggregate amount not exceeding twenty­
five per cent of its capital and surplus, or one-third of its 
time deposits. The time limit on these loans is fixed at five 
years and the maximum amount at :fifty per cent of the 
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aetual value of the property offered as security. eoe 'lhis 
has extended somewhat the opportunity for making farm 
loans by this class of banks, but the nature of the business 
of many national banks in the commercial centers and the 
affiliation of others with savings banks or trust companies 
have been such that only a moderate change was affected by 
this amendment. 

State and savings banks have always been allowed to in­
vest in real estate mortgages. The savings bank law of 
1874 defined the class of investments which savings banks 
might make, and permitted them to purchase real estate 
mortgages upon unincumbered Iowa land worth twice. the 
amount loaned thereon. In 1913 an amendment was passed 
which permitted savings baDks to invest in notes or bonds 
secured by real estate outside of Iowa, if in any county ad­
joining the Iowa State line. This loaning area was further 
extended in 1917 to any adjoining State, except that no loan 
may be made on real estate west of the 100th meridian 
line.eOT Until very recently, therefore, the Iowa banks hav:e 
been limited to Iowa mortgages. The amount which might 
be loaned to anyone individual was limited to twenty per 
cent of the capital of the bank prior to 1902. The percent­
age was raised in that year to fifty per cent when the loan 
was secured by mortgage upon unencumbered farm land.eo.e 

Very little praeticallimitation has, therefore, ens ted upon 
the right of State incorporated banks to make farm mort­
gage loans. As a matter of fact the practice in thi!3 respect 
has differed very markedly in different sectioDs of the State. 
In the older counties in the eastern third of the State, it is 
quite common for a bank to carry a considerable amount of 
real estate mortgages, but it is unusual for banks in certain 
western counties of the State to loan any of their funds on 
real estate, except temporarily. The explanation of this 
difference lies in the heavier demand for short time loana 
in .the western counties. These short loans are commonly 
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made at eight per cent interest and are, therefore, much 
more remunerative than the mortgage loans which seldom 
draw over six per cent.eo• 

In addition to their part as investors in farm mortgages 
most country banks have served as agencies for placing the 
money of other institutions or individuals wishing to make 
this type. of investment. Practically every farmer in Iowa 
has a bank to which he turns for all sorts of financial aid 
or advice. The farmer planning to make a loan looks to 
"his bank" for the money. These banks have found it 
profitable to place loans for others on a cash commission 
basis. 

DEBENTURE COMPANIES 

In the period from 1870 to 1893 many debenture com­
panies were formed to handle the investments offered by the 
development of farm land. These were most active in the 
Upper Mississippi Valley, extending into Kansas, Nebraska, 
and the Dakotas. In an address before the Iowa Farm 
Mortgage Association, D. H. McKee, Vice President of the 
Iowa Loan and Trust Company, Des Moines, stated that 121 
debenture companies were operating in this territory in 
the early nineties. The method of all of these companies 
was the same. Debentures were issued which were a first 
claim on the general assets of the company and were further 
secured by first mortgages on imprOVed land worth twice 
the amount loaned thereon. Many of these were English 
or Scotch companies. From a prospectus in his possession 
of the Farm Land Mortgage and Debenture Company of 
Cedar Rapids, Mr. McKee presented many interesting facts. 
This document, issued in 1892 by McFarlane, Hutton, and 
Patrick of Glasgow, Scotland, showed that the company 
was organized in 1888, and apparently was financed by 
Scotch capital. Its paid-up capital was 20,618 pounds of 
ordinary and 87,744 pounds of preference shares. Deben-
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tures of 710,200 pounds were outstanding, making total 
assets of over $4,000,000. The Mortgage and Debenture 
Company, Limited, was organized in England to carry the 
business of the Cedar Rapids Company, and the Law Guar­
antee and Trust Society, Limited, of London, was named as 
trustee for the debenture stock: issued by these companies. 
The territory of operation was in Iowa and the surrounding 
States. 

Another company of the same type mentioned by Mr. 
McKee was the West of Scotland, American Investment 
Company, Limited. It was also operating in Iowa, South 
Dakota, and Minnesota.- Of all the debenture companies 
operating in the early nineties only one, the Iowa Loan and 
Trust Company of Des Moines, remained in active opera­
tion in 1915. Some of these companies appear to have 
overloaded with mortgages and to have become involved in 
difficulties during the depression in the nineties. Even the 
conservative companies, however, have encountered a de­
clining market for their debentures. The experience of the 
Iowa Loan and Trust Company is that its debenture busi­
ness has declined during recent years, although it still had 
outstanding, in 1919, approximately $2,500,000 of these 
bonds. During the period of the successful business of this 
and other companies, the bonds paid interest of six per 
cent and were issued for ten years. At five per cent it was 
also possible to fioat the bonds successfully, but only a few 
bonds could be sold at a lower rate. These bonds were 
amply secured by carefully placed mortgages, but still were 
unable to compete as an investment with the farm mortgage 
itself.810 

In recent years there seems to have been some revival of 
the use of debenture or mortgage bonds. The attention of 
the writer has been called to an Iowa trust company which 
is now issuing bonds of this type. It appears that the 
primary object of this company is to reach the small in-
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vestor and thus find an outlet for large mortgages. Mort­
gages on Iowa farm. land totalling at least $50,000 are de­
posited with a trustee, and debenture bonds are then issued 
and sold in small denominations. Bonds are issued to run 
for a period of three or five years and yield, at present, five 
and one-half per cent to the investor. There is no "spread" 
between the interest rate on the mortgage and the interest 
rate on the bond. The profit for the company comes in the 
commission of one or two per cent charged the borrower 
at the time he makes his loan.ell 

EXISTING FARM MORTGAGE COMPANIES 

Other farm mortgage companies of a different type have 
become increasingly numerous in Iowa in recent years. 
Banks, corporations, and individuals have specialized in the 
purchase and sale of farm mortgages. The number of such 
companies can not be accurately determined, since there is 
no way of definitely classifying them. Membership in the 
Iowa Farm Mortgage Association may perhaps be consid­
ered as satisfactory a test as any; but even this organization 
is not composed strictly of mortgage companies, nor does 
its roster include all such companies. 

The Iowa Farm Mortgage Association was organized in 
1914. A preliminary meeting was held on February 21, 
1914, at the call of Frank J. Long, D. H. McKee, G. M. Titus, 
J. F. Webber, and H. S. Merrick. The first annual meeting 
was held in Des Moines May 19,1914, G. M. Titus of Mus­
catine serving as first president. Regular annual meetings 
of the association have been held since that time. The pur­
pose of the organization, as stated in the preamble, is to 
maintain the high standard and credit of Iowa farm mort­
gage loans at home and abroad. It was believed that this 
end could "best be secured by frequent conferences, ex­
change of views, and closer cooperatiQn of the individuals 
and representatives of firms and corporations in Iowa who 
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are engaged in dealing in farm mortgage loans".8u The 
membership was expected to include corporations, firms, or 
individuals engaged in making loans or in the purchase and 
sale of mortgage loans. 

A list of the members furnished by F. C. Waples, secre­
tary of the association, included seventy-six names in July, 
1921. Of this number, thirteen were incorporated banks or 
trust companies. Some of these have a large farm mort­
gage business, but are not devoting their entire attention 
to this field. Five insurance companies, which figure more 
largely as purchasers of mortgages than as dealers, are also 
members. Of the remainder, some are individual dealers, 
but forty-seven are incorporated mortgage companies. 

In the same year that the Iowa Farm Mortgage Associa­
tion was started, a national organization was launched. A 
preliminary meeting was held in May, and the first annual 
convention assembled at Chicago on October 7 and 8, 1914. 
In defining and determining the membership the founders 
of the association undertook "to establish as a distinct, well 
organized profession, the business of 'farm mortgage bank­
ing'''. Brokers and dealers in city mortgages were ex­
cluded on the ground that they were not farm mortgage 
bankers. In order to eliminate unreliable dealers the mini­
mum capital of a :firm eligible to membership was fixed at 
$25,000. In general the purposes of forming the association, 
as stated in the preamble of the constitution, are: to encour­
age intelligent State and national legislation ; to secure uni­
formity of practice; to aid in public discrimination between 
dealers and securities; and to give opportunity for those 
engaged in the business to exchange ideas, form personal 
acquaintances, and enjoy the fellowship of association meet­
ings. In 1917 fourteen Iowa institutions were listed as 
members of the national association.818 

The business of a farm mortgage company consists in 
making loans, or purchasing mortgages already made, and 
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selling the same to investors. Very few now issue their 
own debentures for sale, and as a general rule they do not 
guarantee the mortgages sold, although at least one Iowa 
company has recently announced its intention of selling 
guaranteed mortgages.IIU To protect their reputation for 
dealing only in sound securities, the conservative companies 
look out for the interest of their clients in case of any 
trouble. They do not, however, incur any legal responsibil­
ity to do so. Many smaller investors accept the opinion of 
the attorney of the mortgage company as to the validity 
of the title and other legal points connected with the draw­
ing up and recording of the mortgage. On the other hand, 
some investors, especially the life insurance companies, rely 
wholly on the opinion of their own attorney. 

KABKET FOB IOWA FARK KOBTGAGES 

Mortgage dealers sell their securities to private investors, 
savings banks, insurance companies, colleges, and other 
endowed institutions, and other brokers. Although the 
largest holders of Iowa mortgages are the insurance com­
panies, the testimony of the dealers is that the best market 
for their offerings is with private investors. The other 
buyers are equipped to place their capital directly in many 
cases, hence do not rely on the dealers for their investments. 
The profits of the mortgage companies come from cash com­
missions charged the borrower and from being able to sell 
mortgages in blocks at a lower net rate to the investor than 
is charged the borrower.llu 

Insurance companies, as was shown earlier in this chap­
ter, have been heavy investors in Iowa farm mortgages. 
Out of a total of $828,568,867 invested in mortgages by all 
insurance companies on December 31, 1916, $195,782,521 or 
nearly one-fourth were Iowa mortgages. The State second 
to Iowa in respect to the amount of insurance money loaned 
therein was Missouri with $73,528,633.11111 In placing this 
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large volume of loans, three methods are used by the insur­
ance companies: to make loans through special representa­
tives working for the company on a salary or commission 
basis; to buy from brokers and mortgage companies in large 
blocks after special examination of the security; and to 
appoint county agents to make the loans for them.lIlT H. S. 
Nollen, vice president of the Equitable Life Insurance Com­
pany of Iowa, told the mortgage bankers at their 1919 con­
vention that the companies rely in considerable part on the 
man out in the field, the men represented in the gathering 
before him.1I1B 

The market for the sale of mortgages to savings banks is 
practically limited to Dlinois, Wisconsin, Vermont, New 
Hampshire, and Iowa. Owing to injudicious loaning by the 
savings banks of New England during the early nineties, in­
vestment in real estate mortgages outside of the State was 
denied by the laws of three of the New England and many 
other eastern States. Vermont and New Hampshire were 
an exception. Leslie M. Shaw is reported to have loaned 
very extensively for Vermont bankers through his bank at 
Denis()n, Iowa, during the seventies and eighties. Vermont 
savings banks continue to invest heavily in outside mort­
gages, the total being stated at $45,000,000 in 1915-prin­
cipally on land in the Mississippi Valley.lI18 Iowa continues 
to receive a share of this money. The repeal of the restric­
tive laws in other eastern States would broaden the market 
for Iowa farm mortgages. This is something Iowa mort­
gage men have hoped to see brought about. In addition 
to loans made directly by savings banks in their own terri­
tory, Iowa savings banks in certain sections are heavy pur­
chasers of mortgages handled by the regular m()rtgage cOm­
panies. 

The sale of Iowa mortgages to endowed institutions and 
to individuals has not been limited to Iowa, although there 
has been a good market here for these securities. In 1915 

• 
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the State census showed a total of twenty-seven endowed 
institutions for higher education with an enrollment of 
10,148 students.llo The amount, of their productive endow­
ment and the amount of it which is invested in Iowa mort­
gages are not given, but may safely be assumed to be con­
siderable. Until recently there have not been many indi­
viduals in Iowa with free capital seeking investment, but 
the number of these has rapidly increased in recent years. 
Many farms have been sold during 1918 and 1919, the terms 
of sale requiring the vendor to carry a large percentage of 
the purchase price in a mortgage on the land. If the holder 
of the mortgage wishes to realize cash on the same, he must 
seek some purchaser other than the banks and insurance 
companies, which are limited to loans not exceeding fifty 
per cent of the value of the mortgaged property. Acting as 
brokers for such parties would appear to offer an increasing 
field of activity for the mortgage companies. 

INTEBEST BATES 

The rates charged for real estate loans throughout Iowa's 
history are not available. In the early fifties the standard 
rate was forty per cent, with usually an added profit for the 
banker if he could enter on the land with warrants given 
by the government for service in the War of 1812, the Indian 
wars, or the Mexican War, which were often sold by the 
veterans at a considerable discount. During the nineties 
loans were made at about six per cent on good security. In 
the decade preceding the World War many loans were made 
at five per cent with an added cash commission of from 
one to two per cent at the time of making the loan, on a 
straight five year mortgage. The rates increased somewhat 
during the war. The only exception to this condition was 
in case of those rates granted by vendors in order to secure 
a higher price for their land. In some localities the rate of 
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five per cent was maintained under those circumstances and 
was a factor in stimulating land sales. 

The rates realized by insurance companies in recent years 
are a fair indication of the cost of the loans for the period 
covered. On December 31, 1914, the average rate on $139,-
511,101 of outstanding loans in Iowa was 5.32 per cent. Two 
years later the rate was 5.28 per cent on all the outstanding 
Iowa farm mortgages. On the business written from Janu­
ary 1 to September 30, 1917, the average rate was 5.18 per 
cent.1S21 This does not represent the total cost to the bor­
rower who usually pays a cash commission in addition which 
adds from one-fourth to one-half per cent annually to the 
average cost of the loan. By the spring of 1919 the cheap­
est money available on the best· securities was at five and 
one-half per cent, with a cash commission of one per cent 
and expenses also borne by the borrower. At the June, 
1919, meeting of the Iowa Farm Mortgage Association, L. 
H. Bush, special loan agent at Des Moines of the North­
western Mutual Life Insurance Company of Milwa~ee, an­
nounced that he was in a position to loan funds at five and 
one-half per cent for terms of either five or ten years. In 
1920 the average rate of interest reported by the Federal 
census was five and one-half per cent. The high interest 
rates prevailing on all classes of loans during 1920 raised 
mortgage rates to a minimum of six per cent, while most 
loans were placed at still higher figures.1S22 

Practically· all of the loans made in Iowa by banks, insur­
ance companies, and individuals are straight term mort­
gages, five years being the most common period. The cus­
tom has been to allow optional payments after the first year, 
usually in sums of not less than $100. Interest is payable 
semi-annually. H. S. Nollen, vice president of the Equit­
able Life Insurance Company of Iowa, in discussing insur­
ance investment for the future at the 1919 meeting of the 
Iowa Mortgage Association said, however, that he believed 
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the insurance companies would also offer amortized loans . 
hereafter.81a 

FORECLOSURES AND LOBBES 

The record of losses and foreclosures on Iowa farm mort­
gages is another phase of the history which would prove 
interesting if definite facts were available. It is known that 
there was wholesale loss occasioned by the panic of 1857. 
Again, during the crisis in the seventies there was doubt­
less some increase in foreclosures. The partial crop failure 
of 1894 was followed by the abnormally low prices for the 
large crop of 1896, and the result was hard times for the 
farmer during the nineties, but even then most debtors 
weathered the strain. In the pioneer sections of Nebraska, 
the Dakotas, and Kansas the losses were very heavy. In 
those days it was not uncommon in western Iowa to see the 
passing "prairie schooner" from those sections carrying 
the pioneer back to his former home. He had taken the 
risks of anew country and lost. Usually the plucky farmer 
had stayed on until there remained only a few hous~hold 
furnishings, a wagon or two, and several half starved 
horses. Iowa farmers were in a better position to meet the 
adverse conditions and very few were forced to lose their 
farms under foreclosure. 

In more recent years the rapid rise in land values has 
made losses on carefully placed loans virtually impossible. 
L. H. Bush stated to the Iowa farm mortgage bankers at 
their 1919 convention that he had represented the North­
western Mutual Life Insurance Company in Iowa for 
twenty-four years, and during that time had had only two 
foreclosures. In both cases the matter was satisfactorily 
settled, without loss to the company, before leaving the 
court house. The savings banks of Vermont held nearly 
$45,000,000 of mortgages in 1915 originating in the Middle 
West and West. The State bank commissioner reported 
that during the preceding six years losses on mortgages had 
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been sustained not to exceed $12,000, and "practically all 
of that was lost through the dishonesty of an agent in the 
west.'ItIU 

PROPOSED STATE RURAL CREDIT LAW 

In spite of the favorable situation in Iowa regarding farm 
mortgages, both from the standpoint of the investor and 
of the borrower, the State was affected by the general agi­
tation for an improved system' of "rural credits" which 
culminated during President Taft's administration in the 
appointment of a commission to study the rural credit situ­
ation in Europe. D. P. Hogan, president of the Farmers 
Savings Bank of Massena, Iowa, who had been member of 
this commission, undertook to secure the passage of a bill 
establishing State farm mortgage banks at the 1915 session 
of the Iowa legislature. The plan as outlined by Mr. Hogan 
provided for the incorporation of State farm mortgage 
banks with capital of not less than $50,000. Their incorpo­
ration was to follow the law for the incorporation of ordi­
nary banks ot deposit. Farm mortgage loans made on land 
worth at least twice the amount loaned thereon were to be 
deposited with the Auditor of State, upon which security 
bonds could be issued by the bank. The limit of the bonds 
so issued was to be twenty times the capital and surplus of 
the bank. The bill provided for supervision of the loans and 
bond issues. Bonds were to be in convenient denominations 
to meet the needs of all classes of investors. Originally the 
bill provided that the bonds should be tax exempt, but it was 
later amended to specify that the bonds be taxed. 

On March 18, 1915, the bill passed the House by a vote 
of ninety-six to three. In the Senate the bill met determined 
opposition. It was amended very decidedly, and finally 
failed of passage by a vote of twenty to twenty-four. Mean­
time The No,.thweste,.n Banke,. had asked D. P. Hogan, 
author of the bill, and Henry Jayne, vice president of the 
Hershey State Bank, Muscatine, to present both sides of 
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the question of the desirability of the measure. Mr. Jayne's 
first objection to the bill was that it would destroy accounts 
in the savings banks, thus substituting for a very successful 
and sound means of promoting thrift one which he regarded 
as very uncertain at best. A more serious objection which 
he raised to the bill was the inadequacy of the provisions 
for examining and appraising. the land upon which the 
money was to be loaned. He asserted that all that was re­
quired was that the property should be appraised by farmer 
neighbors of the applicant who would not personally assume 
responsibility for any loss which might occur. The bill it­
self failed of passage and its provisions, as amended, never 
appeared in print. H this defect did exist in the degree 
charged by Mr. Jayne, it would have been easy to amend 
it in this particular. The defeat of the bill was probably 
due in part to the general feeling of satisfaction with exist­
ing agencies, which made it impossible to get the farmers 
of the State strongly back of the measure. Its failure may 
be traced directly to the opposition of the mortgage bankers. 
This appears to have been the only strong effort to secure 
State legislation on mortgage banking.eu 

FEDERAL FARM: LOAN SYSTEM 

By an act approved on July 17, 1916, Congress established 
the Federal farm loan system. At the head of the system 
is the Federal Farm Loan Board, a bureau in the Treasury 
Department, consisting of four members appointed by the 
President, with the Secretary of the Treasury a member 
ex officio. The country was divided into twelve districts, in 
each of which was located a Federal land bank. No State 
was to be divided between two or more districts, and in 
fixing the districts it was the purpose of the organization 
committee to put States with well-recognized farm mortgage 
securities in the same district with one or more States the 
value of whose land was not so well stabilized. On that 
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basis the eighth district was composed of Iowa, Nebraska, 
South Dakota, and Wyoming with the Federal land bank 
located at Omaha. S2S 

lt was provided that within the district local organiza­
tions could be formed of ten or more borrowing farmers 
known as national farm loan associations. These were the 
institutions through which loans by the Federal land banks 
were to be placed. In case no association existed in a given 
locality the land bank was authorized to appoint some exist­
ing State bank as agent in making loans and collecting pay­
ments. In addition to the Federal land banks and their 
auxiliaries, the system provided for joint stock land banks 
to be independently organized by private individuals but 
under the supervision of the Federal Farm Loan Board.slT 

The minimum capital of the Federal land banks was fixed 
at $750,000 each, and the act provided that if within thirty 
days after the opening of the SUbscription books any part 
of the minimum capitalization remained unsubscribed it 
should be taken up by the government. Practically all of 
the original stock was subscribed by the Secretary of the 
Treasury on behalf of the United States.sla On June 30, 
1919, the government still owned $570,110 of stock in the 
Omaha bank. SlII Borrowers are required to subscribe to the 
bank's capital to the extent of five per cent of the loan re­
ceived. In this way the permanent capital will be secured 
and the original subscriptions of the government or indi­
viduals retired at par. When the SUbscriptions to capital 
stock by the national farm loan associations equalled the 
minimum of $750,000, twenty-five per cent of all subscrip­
tions made thereafter were applied toward the retirement 
of such stock. 880 The stock held by farm loan associations 
in the Omaha bank amounted to $844,820 on December 31, 
1918, and on June 30, 1919, it totaled $1,643,560. In the 
meantime the bank retired a portion of its original govern­
ment owned stock, reducing the amount during the six 

19 
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months from $710,670 to $570,110.631 It was intended that 
the banks should be owned by the borrowers cooperatively 
and that the government subsidy should be bot temporary. 
The provision of the act which placed the Federal Farm 
Loan Bureau under the Treasury Department saddled the 
expense of that portion of the system on the public. This 
feature is of such doubtful expediency that an effort has 
been made to amend the law to place the expenses of the 
Bureau upon the banks operating under the system. A bill 
to this effect was passed by the Senate during the second 
session of the Sixty-sixth Congress but failed to pass the 
House so that this subsidy still remains.eu 

Loans are usually made by the Federal land banks 
through the national farm loan associations. These are or­
ganizations of ten or more farmers desiring to borrow an 
aggregate of at least $20,000. Each member is required to 
subscribe to the capital of the association an amount equal 
to five per cent of the amount he wishes to borrow and 
assumes an additional liability for a like amount. In this 
way the associations are cooperative societies of borrowers. 
The principal officers of the association are the secretary­
treasurer and a loan committee. The latter must pass on 
and approve all loans before they are sent on to the land 
bank for examination. Each land bank has its own apprais­
ers who also pass on the security before it is accepted 
by the bank. The loan committee of the national farm loan 
association must be unanimous in its report upon the pro­
posed loan and all sign a written report to that effect. The 
land bank appraiser must also send in a favorable written 
report before the loan is granted, the extent of his investiga­
tion being prescribed by the Federal Farm Loan Board. eaa 

The loans through the national farm loan associations 
may be made only to actual farmers, the purpose being to 
confuie the services of the system to the man who tills the 
soil and not to extend it to the land speculator. In inter-
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preting this part of the act the legal department of the 
Omaha bank has been very lenient in its rulings. If the land 
is rented under a proposition which can be construed as a 
partnership, or if it is operated by a member of the family, 
it may be construed as coming under the provisions of the 
law. The minimum loan is $100 and the maximum $10,000 
to one individual. Critics of the system have pointed out 
that the maximum limit provision has been evaded by allow­
ing a borrower to give a deed to some other member or 
members of the family for a portion of the farm so that 
two or more loans of the ma'ximum amount have been made 
on what is in reality a single farm. Loans may not be made 
in excess of fifty per cent of the appraised value of the land 
and twenty per cent of the insured value of the buildings. 

Money borrowed from the Federal land bank may be used 
only for the following purposes: to provide for the pur­
chase of agricultural land, equipment, fertilizers, and live 
stock necessary for the proper and reasonable operation of 
the mortgaged farm; to provide for buildings and other im­
provement of farm lands; and to liquidate a pre-existing 
indebtedness.au 

Loans under the Federal farm loan system may be made 
for a term of from five to forty years. The policy of the 
Federal land banks at the outset has been to encourage long 
time loans, usually for thirty-four and one-half years. 
Money borrowed may not be repaid in less than five years 
even if the borrower should have the funds and desire to 
do so. All loans must be made on the amortization plan, a 
certain payment being made each year on the principal as 
well as the interest payments. To illustrate, a $1000 loan at 
six per cent, the maximum rate that may be charged, can 
be fully paid in twenty years by adding $26.52 per year to 
the interest of $60.00, making a total of $86.52 divided into 
semi-annual payments. At five and one-half per cent, the 
rate at which most loans have been made by the Federal land 
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banks, the charge would be proportionately less. After the 
first five years the borrower may make additional payments 
in sums of $25 or any multiple thereof at any regular in­
stallment date. SII 

The Federal farm loan act limited the maximum interest 
rate which might be charged on farm loans by institutions 
under its provisions to six per cent per annum. During the 
first months of operation the rate charged borrowers by 
the Federal land banks was five per cenl Owing to the 
financial conditions produoed. by the war the rate was raised 
early in 1918 to five and one-half per cent and in the spring 
of 1921 to six per cenl The rates of the joint stock land 
banks have been one-half per cent higher, six per cent being 
the prevailing rate in 1919. No commissions are charged 
the borrower, but the expenses of determination of title, the 
actual cost of appraisal, legal fees, and recording charges 
are charged to the applicant for a loan. sas 

To obtain the funds to make loans beyond the amount of 
their capital stock, Federal land banks issue bonds secured 
by farm mortgages not less in aggregate amount than the 
sum of the bonds proposed to be issued. The mortgages 
given as collateral are placed in the custody of the farm loan 
registrar who holds them in his name as trustee. No issue 
of farm loan bonds can be made without the written ap­
proval of the Federal Farm Loan Board. Interest on bonds 
may not exceed five per cent per annum, they must run at 
least five years, and be issued in series of not less than 
$50,000. The interest rate and other terms are prescribed 
by the Board under these limitations. 

In order to provide a standard security which would 
appeal to all classes of investors the denominations of bonds 
range from $40 to $10,000. The bonds are held to be "in­
strumentalities of the Government of the United States", 
and as such they and the income derived therefrom were 
made exempt from Federal, State, municipal, and local tax-
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ation. At the time of the framing of the act Federal income 
taxation was relatively insignificant, but with the greatly 
increased rates of Federal taxation due to the war, this tax 
exemption feature of the Federal farm loan bonds has made 
them increasingly attractive to wealthy investors"" 

In order to enable the land banks to continue granting 
loans and not interfere with the sale of Liberty bonds the 
Secretary of the Treasury was authorized, on January 18, 
1918, to buy farm loan bonds to an amount not to exceed 
$100,000,000 in each of the fiscal years ending June 30, 1918, 
and June 30, 1919.818 These operations made the United 

. States Treasury the heaviest purchaser of bonds during the 
first two years of operation. Some of these bonds were sub­
sequently repurchased by the banks at the purchase price 
for resale to private investors. Large blocks of bonds have 
been marketed by investment bankers, apparently chiefly to 
wealthy investors who wish to escape taxation. A few 
bonds have been sold by the Federal Land Bank of Omaha 
direct to Iowa investors. Bonds were offered at 101~ and 
accrued interest, and $79,350 were sold in this way to Iowa 
investors during the :first six months of operation.8at 

The Federal Land Bank of Omaha began its operations 
about March 1, 1917; the president chosen was D. P. Hogan 
of Massena, Iowa. By October, 1917, loans to the amount of 
$3,730,590 had been made, of which only $138,000 were in 
Iowa. To encourage the formation of national farm loan 
associations the Omaha bank advised bankers that it was 
prepared to contract for the organization of associations, 
allowing a commission of one-half per cent on the loans ap­
proved. .AJJ.y bank appointed was to serve as secretary­
treasurer of the association, and thus eliminate most of the 
expense for the local organization. Many bankers took ad­
vantage of this opportunity.B4O It gave the banker a reason­
able commission and an opportunity to retain control of the 
farm mortgage situation in his community. At the outset 
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the number of associations formed varied directly with the 
prevailing rates of interest on private capital in the various 
States.au This situation seems to have changed somewhat 
in more recent months. On November 30, 1919, there were 
138 associations in Iowa with 2539 members and loans of 
$17,995,150. This placed Iowa second to Texas in the total 
amount loaned within the State by the Federal land banks. 
The average size of the loans for the country as a whole 
was $2637; the Iowa loans averaged $7087 each.us 

.JOINT BroCK LAND BANKB 

Joint stock land banks authorized under the Federal farm. 
loan act are in some ways independent of the other part of 
the system and in some ways dependent upon it. They are 
capitalized with private capital, and all loans are made to 
the individual borrower either directly or through a local 
agency. They are freed from many restrictions placed on 
the Federal land banks. The borrower is not required to 
be an actual farmer; no restrictions are put on the use he 
may make of the money borrowed; and the amount of the 
loan is not limited to $10,000 as in the case of Federal land 
banks. The bond issues are also quite distinct. On the 
other hand, the joint stock land banks depend on the serv­
ices of the land bank appraisers and farm loan registrar. 
Loans may not be made above fifty per cent of the valuation 
of the land and twenty per cent of the insurable valuation of 
the buildings; these loans must be made on the amortization 
plan, they may not bear interest above six per cent and they 
must have a maturity of from five to forty years. Loans 
made by a joint stock land bank are confined to the State 
within which it has its principal office and one other con­
tiguous State. Loans are further limited to fifteen times 
the capital and surplus of the bank.ua 

Such banks may be formed by any number of persons not 
less than ten with a capital stock of not less than $250,000. 
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They are incorporated by the Federal government on 
much the same basis as national banks. Stockholders incur 

'a double liability on the stock owned by them. Federal 
examiners must examine and report the condition of every 
joint stock land bank at least twice each year. The bonds 
issued by the joint stock land banks are secured by mort­
gages in the custody of the farm loan registrar of the dis­
trict in which it is located.ufo 

By November 30, 1919, thirty joint stock land banks had 
been chartered in the entire country.8U The first charter 
to be issued was granted to the Iowa Joint Stock Land Bank, 
located at Sioux City, Iowa, with authority to make loans in 
Iowa and South Dakota.8f08 The First Joint Stock Land 
Bank of Chicago, and the Lincoln Joint Stock Land Bank 
of Lincoln, Nebraska, were also making loans in Iowa by 
January, 1919.847 During the early months of 1919 five 
banks were added to the number previously operating in 
Iowa. They were located as follows: 

The Fremont Joint Stock Land Bank, at Fremont, Ne­
braska. 

The Central Iowa Joint Stock Land Bank, at Des Moines, 
Iowa. 

The Peters Joint Stock Land Bank, at Omaha, Nebraska. 
The First Joint Stock Land Bank, at Minneapolis, Min­

nesota. 
The Des Moines Joint Stock Land Bank, at Des Moines, 

Iowa.ua 

The Dlinois Joint Stock Land Bank of Monticello, Dlinois, 
was also authorized to loan in Iowa, but at the latest report 
had not made any loans in this State. Statistics of the vol­
ume of business done by the joint stock land banks in Iowa 
show that loans of $23,924,095 had been closed up to May 
31, 1920. Practically all of this was outstanding at that 
date. The volume of business in Iowa alone represented 
nearly one-third of the total for the entire country. It is in 
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the corn belt States of the Mississippi Valley that the 
great bulk of the business of joint stock land banks appears 
to have been done ... • 

It was expected that private capitalists operating bond or 
mortgage companies under State incorporation would re­
charter as joint stock land banks, thereby taking advantage 
of the prestige of government supervision and of the exemp­
tion of their securities from taxation. This, however, has 
not been the case to any considerable degree as yet. 

The failure of the system to attract private capital in 
large amounts may be explained in various ways. Certain 
defects and uncertainties in the law prevented existing in­
stitutions from becoming joint stock land banks. In dis­
cussing the question before the Iowa Farm Mortgage Asso­
ciation in 1918, E. D. Chassell pointed out five changes 
which a committee of the Farm Mortgage Bankers Associa­
tion of America had sought to secure in the law: first, to 
place the joint stock banks on a par with the Federal land 
banks by increasing the lending power to twenty times the 
capital and surplus; second, to raise the maximum interest 
rate to six and one-half per cent in order to meet war con­
ditions, and to warrant loaning in the territory where higher 
rates prevail; third, to permit an extension of the territory 
in which joint stock land banks might operate to the entire 
United States instead of limiting their operations to two 
States; fourth, so to amend the law as definitely to protect 
the capitalist against the possibility of arbitrary political 
control; finally, to define clearly the right of banks to sell 
bonds at a premium.'110 

Even if these changes should be made there would still 
doubtless be many companies which would not care to 
change their present status. The minimum capitalization 
of $250,000 would serve to prevent many Iowa mortgage 
companies from becoming joint stock land banks, since many 
of them are at present carrying on a successful business 
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with a much lower capitalization. Opportunity for rapid 
turnover of capital is greatly reduced by the Federal sys­
tem. Under the plan followed by the average mortgage 
company, there is no fixed relation between the volume of 
business which they are permitted to do and the capital of 
the company. Every mortgage is sold outright on its merits 
and the dealer has no further financial responsibility there­
for. Under the mortgage bond plan of the Federal system 
the capital of the joint stock bank serves as a kind of safety 
fund for the additional protection of the bond holders. The 
law, therefore, limits the loans to fifteen times the capital 
stock of the bank. A successful mortgage company in Iowa 
reports sales of $5,500,000 in two years made with a capital 
of $100,000, or more than fifty times its capitalization. ell 
Bonds issued by the joint stock land banks have usually had 
a maturity of twenty years. To enable this company to con­
tinue its present volume of sales over a period of years 
would, therefore, require it to multiply its present capital 
many times. 

There are, moreover, certain institutions which are de­
terred from entering the system because of the unsatisfac­
tory experience of the old debenture companies.el2 D. P. 
Hogan, president of the Federal Land Bank of Omaha, has 
undertaken to meet this argument by charging that the 
weakness of the old debenture companies was the lack of 
standardization and government supervision. 8118 But it has 
heen shown that even where conservatively managed the 
debenture companies were not able to market the bonds 
readily at a low rate of interest. 

Again, there ensts a large class of borrowers who prefer 
the present plan of straight mortgages, at a flat rate with 
the privilege of optional payments. Straight mortgages 
usually bear a somewhat higher rate to the investor than 
mortgage-secured bonds. The tax exemption feature is of 
no advantage to educational, religious, and benevolent insti-
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tutions whose property is not taxable or to the small saver 
whose money and credits usually escape taxation. Nor 
could foreign investors gain anything by this feature. A 
disadvantage of bonds as an investment for insurance com­
panies is that the market value will be subject to fluctua­
tions, whereas a mortgage does not have a varying market 
value. 

The Iowa Joint Stock Land Bank of Sioux City was or­
ganized by the same interests that control the Farmers Loan 
and Trust Company of that city. Borrowers are thus given 
their choice of making loans on the amortized plan or on the 
straight mortgage basis. The old constituency of borrowers 
and investors can thus be retained. At the outset bankers 
were in doubt as to whether they could become officers of a 
joint stock land bank and at the same time retain their other 
interests. When Charles E. Lobdell, of the Federal Farm 
Loan Board, assured the members of the Farm Mortgage 
Bankers Association at the 1917 convention that the Board 
had "made a final and different construction", his an­
nouncement was received with applause. Mr. Lobdell ear­
nestly invited the mortgage bankers of the country to come 
into the system as joint stock land banks, use it, and help to 
improve it He pledged the support of the Federal Farm 
Loan Board toward securing any reasonable amendment lit 
The same thing was strongly urged upon the Iowa mortgage 
men by James F. Toy, president of the Iowa Joint Stock 
Land Bank, at the 1918 meeting of the Iowa Association. 
He saw in the law a number of objectionable features but 
believed they could be eliminated by cooperation. III 

THE TAX EXEKPTION I88UE 

In spite of these suggestions the Iowa mortgage bankers 
have continued to be opponents of the Federal farm loan 
system. Their attack has centered on the tax exemption 
feature of the law. At the 1918 meeting of the Iowa Farm 
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Mortgage Association the following resolution was passed: 
" Resolved, That we regard the tax exemption feature of the 
federal farm loan act as unjust and of a class nature and 
that Congress should repeal this feature of the law." This 
resolution was opposed by some of the members on the 
ground that it would do no good to pass the resolution and 
would be regarded as passed in the selfish interest of the 
mortgage bankers. James F. Toy moved to strike out the 
paragraph, but upon a division of the house his motion was 
losll" Again at the 1919 and 1920 conventions the Associa­
tion went on record as favoring the repeal of the tax exemp­
tion feature. lilT 

During the spring of 1919 the mortgage bankers con­
ducted a campaign against the tax exemption feature of the 
Federal farm loan acl Their propaganda was directed to 
the bankers of Iowa and was met by strong counter argu­
ments by representatives of the Federal Land Bank. E. D. 
Chassell, secretary of the Farm Mortgage Bankers Associa­
tion of America, and M. L. Corey, attorney-registrar for 
the Federal Land Bank of Omaha, engaged in a warm debate 
before some of the group meetings of the Iowa Bankers As­
sociation. Space was granted them in the June number of 
The Norlhwestem Baftker to set forth their views, and the 
opinions of the bankers were invited as to the merits of the 
proposition. Mr. Corey asserted that the tax exemption 
feature was an essential part of the system and that, know­
ing this, the farm mortgage bankers were undertaking to 
kill the system by "tearing out an important piece of the 
structure." Mr. Chassell objected to the growing volume of 
tax-free securities and especially attacked the provisions of 
the existing law granting these bonds greater privileges 
than most Liberty bonds.SIIs 

In August, 1919, a test Buit was instituted to determine 
the constitutionality of the tax exemption of the Federal 
land bank bonds and the joint stock land bank bonds. The 
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members of the Farm Mortgage Baukers Association of 
America, as individuals, raised the fund to instigate the 
suit, but it was not brought under the official direction of the 
Association. The case was first heard before Judge A.. S. 
Van Valkenberg in the Federal District Court at Kansas 
City. At the conclusion of the argument, on October 31st, 
the court dismissed the bill. The case was immediately ap­
pealed to the Supreme Court of the United States, whe~ 
the hearing was set for January 5th. The Supreme Court 
submitted the case for reargument on April 26, 1920, but 
since oral arguments for that term of court closed April 
30th, the case had to go over to the October term. The de­
cision of the court was announced on February 28, 1921, 
sustaining the constitutionality of the entire act. 

Pending the final disposition of this case the activities of 
the Federal land banks were curtailed and the operations 
of the joint stock land banks were practically suspended. 
On February 4, 1920, the Federal Farm Loan Board issued 
an order to the Federal land banks asking them to hold all 
future applications in abeyance, but permitting them to 
close the loans already accepted. Since it was impossible 
to market bonds satisfactorily while the case was pending, 
the land banks, with the approval of the Board, borrowed 
money from banks in various cities. These loans were sub­
ject to call and secured by farm mortgages as collateral. 
The loans were made with the expectation that a decision 
would be reached by the court early in 1920. It was not ex­
pected that the commercial banks would furnish long time 
credit, nor were they in a position to do so in view of the 
general credit situation ... • 

When the Supreme Court ordered the case reargued the 
Federal Farm Loan Board sought relief through legislation. 
Congress was asked to extend the provisions of the act as 
passed in January, 1918, which had authorized the Treasury 
Department to purchase not to exceed $100,000,000 of Fed-
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eral farm loan bonds in any fiscal year. The law originally 
gave this authority only for the years 1918 and 1919. A 
joint resolution was adopted by Congress authorizing the 
purchase of such bonds when issued against loans approved 
before March 1, 1920. Under this resolution the Treasury 
had available the unused portion of the original $200,000,000 
appropriation amounting to $64,000,000 for the purchase of 
bonds. The banks were not, however, placed in a position 
to make any further loans. No relief whatever was granted 
to the joint stock land banks. The result was that during 
the spring of 1920, a season of unusually heavy demand for 
farm loans, the Federal system was unable to function to 
any considerable degree. Most of the joint stock land banks 
adopted the policy of marking time until the litigation was 
concluded and a few even went into voluntary liquidation. 
The net mortgage loans of the joint stock land banks in­
oreased only from $54,686,234 on November 30, 1919, to 
$77,958,642 on December 31, 1920. During the same period 
the twelve Federal land banks were only able to inorease 
their loans from $284,137,419 to $346,000,000.880 

It is not within the province of this historical survey to go 
into the merits of the tax exemption controversy. The prob­
lem is complicated because of the two types of institutions 
operating under the provisions of the Federal farm loan act. 
FederaIland banks are cooperative non-profit making insti­
tutions. If bonds are sold at a more favorable rate because 
of tax exemption, the savings should go to the borrowing 
farmer in reduced interest rates or dividends on stock in 
the land bank. Joint stock land banks, on the other hand, 
are private corporations operated for the profit of the stock­
holders. There is practically no restriction on the size of 
loans which they may make and loans may be made to any 
landowner whether he is a farm operator or not. For this 
reason the joint stock land banks have been subject to spe­
cial attack upon this point. A bill was introduced in the 
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United States Senate to repeal the tax exemption privilege 
for all bonds issued by the joint stock land banks. The 
amendment if passed would not have affected the Federal 
land bank bonds. 

War taxation and the issue of Liberty bonds intensified 
the opposition to tax exempt securities. When the Federal 
farm loan act was passed in 1916 the rates of the Federal 
income tax were relatively low. Exemption from State and 
local taxation was then more important than exemption 
from Federal taxation. The passage of the war revenue 
acts, which raised the income tax rates to a high point, put a 
premium on tax exempt bonds for the wealthy investor. 
Farm loan bonds were superior in this respect to all but the 
issues of low yielding Liberty bonds. 

Under a uniform general property tax, mortgage taxation 
involves double taxation of the same property. State laws 
have in some instances sought to avoid this in their methods 
of taxing mortgages, but there is no uniformity in the mat­
ter. The Iowa law does not allow a landowner to make any 
deduction from the assessed value of his property because 
of mortgage indebtetlness. A $50,000 farm is taxed the 
same, with or without a mortgage standing against it. The 
holder of a mortgage is also taxed on the full value of the 
mortgage. Before 1911 the tax rate in Iowa on the mortgage 
would have been the same as that on other property. The 
rate on moneys and credits is now a uniform flat rate of five 
mills on the dollar, or $5 per $1000.881 The incidence of the 
tax on the mortgage is not certain. The theory of the 
framers of the Federal farm loan act was that it had been 
bome by the borrowing farmer in the form of increased 
interest rates. If all personal property were taxed, this 
would probably be true. The tax is so widely evaded that 
probably it is in considerable part a tax on honesty and 
ignorance. Thus, while exemption from State taxes is still 
an important advantage possessed by these bonds, their 
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superiority for the rich investor now lies primarily in the 
freedom from Federal income taxation. 

EFFECTS OF THE FEDERAL FARM: LOAN SYSTEM: 

Too short a time has elapsed to judge as to the probable 
place which the Federal farm loan system will occupy in the 
future of the Iowa mortgage business. On May 31, 1920, the 
aggregate loans made in the State by the Federal Land 
Bank of Omaha and the eight joint stock land banks oper­
ating in Iowa was $46,956,445. This total represented less 
than ten per cent of the estimated amount of outstanding 
farm mortgages but exceeded that of any other State-­
Texas being second with about $44,000,000.882 

Whether or not the Iowa farmer has secured the advan­
tage of lower interest rates because of the competition of the 
Federal farm loan system can not be easily determined be­
cause. of the disturbing influence of the war. On the $61,-
152,392 of new loans granted by life insurance companies in 
Iowa during the first nine months of 1917, the interest rate 
was 5.18 .per cent. This w:as during the time the Federal 
land banks were being organized and before their influence 
was felt. At the outset the rate of the Federal land banks 
was five per cent. The rates were subsequently raised to 
five and one-half per cent, and in 1921 to six per cent, and 
at these rates the insurance companies and other established 
lending agencies have been able to compete effectively. In 
other States, even in the eighth district, the situation seems 
to be entirely different. In Wyoming $29,400 of new loans 
were added by the insurance companies to their former total 
of $381,462, during the period from January 1, to September 
30, 1917. On the new loans the rate was 7.43 per cent; on 
those in force December 31, 1916, the rate was 7.97 per cent. 
Insurance companies scrutinize their loans very carefully 
and accept only the best. It is safe to assume therefore that 
most of these loans would have been acceptable if made to 
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farm operators under the Federal farm loan act. Bor­
rowers in that State would be able to effect a saving of 
about two per cent per annum. 

It is the purpose of the system to make interest rates as 
nearly uniform over the entire United States as practicable. 
Doubtless such wide variations as formerly existed were 
unwarranted, but the effort to bring the Iowa and Wyoming 
borrowers to the same level appears to be contrary to the 
economic principle of higher interest rates where risks are 
greater. Before the Federal farm loan system makes very 
serious inroads on the half billion or more of Iowa farm 
mortgages it will have to make a rate lower than other loan 
organizations. A uniform rate will force private capital out 
of the more hazardous territory into still more active com­
petition in the "favored territory" of the Upper Missis­
sippi Valley States. Only one State, Illinois, had as favor­
able a rate from the insurance companies as had Iowa in 
1917.8e8 To bring the general interest rate for all mort­
gages below that now prevalent in Iowa and Illinois would 
seem to be very difficult indeed. Therefore lar~ oppor­
tunity will continue to exist for private capital in the mort­
gage business in Iowa. 

Bankers appear to be unduly alarmed over any form of 
government competition. When the postal savings bank 
law was pending the bankers attacked it violently. The 
same sort of fight was waged on the Federal reserve system, 
and the most dire results were predicted to follow its estab­
lishment. In both cases the fears of the bankers have 
proved unfounded. In the same manner the mortgage bank­
ers seem to have become unduly exercised over the future of 
their business in competition with the Federal farm loan 
system. It would seem desirable so to amend the law as to 
make the present farm mortgage machinery an effective 
part of the system. The attitude of criticism by mortgage 
dealers might well be supplanted by a larger spirit of 00-
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operation in the interest of securing necessary changes in 
the law. O. M. Corwin, president of the Farm Mortgage 
Bankers Association of America, in his annual address at 
the 1918 convention urged his colleagues to cultivate this 
spirit.eu 

BECAPITULATION 

In the mid-nineteenth century lending on mortgage secu­
rity appears to have been a large part of the business of 
the banker. Distinctly commercial banking was first suc­
cessfully carried on by the State Bank of Iowa, which was 
prohibited from making real estate loans. The national 
banks, which succeeded it as the dominant financial institu­
tions in the State, were also prohibited from loaning on real 
estate security. State and savings banks have not been 
restricted by law from making farm loans, but in large 
measure have not found it profitable to tie up funds in long 
time investment credit. Accordingly the farm mortgage 
business has been largely handled by other lending agencies. 

The established private institutions have met the legiti­
mate demands of the Iowa land owner under fairly satis­
factory terms. Instances of the use of "loan shark" meth­
ods were not infrequent in the pioneer days, but had become 
almost, if not quite, a thing of the past b-y the close of the 
nineteenth century. Iowa mortgages have been looked upon 
by investors as a very desirable form of investment secu­
rity. Losses were practically negligible. From the stand­
point of the borrower the terms have been considered favor­
able. No strong demand existed among Iowa farmers for 
State or Federal rural credit legislation. The agitation 
which culminated in the creation of the Federal farm loan 
system was started on behalf of the farmers in less favored 
territory. In spite of the recent court decision upholding 
the tax exemption of Federal farm loan bonds and the joint 
stock land bank bonds, the mortgage situation in Iowa will 
probably not be seriously affected. 

20 
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SPECIAL TYPES OF BANKING 

It is the purpose of the present chapter to consider some 
of the newer specialized types of banking which have ap­
peared in Iowa. With the exception of the postal savings 
banks, these institutions are not banks of deposit They 
are not under the supervision of the State Department of 
Banking, although some of them use the name bank or its 
derivatives in their title. In the future this will be pro­
hibited to new institutions of the same type. For the most 
part the field of operation within which they confine their 
business is distinctly defined. The location of these insti­
tutions will be shown to be chiefly in the urban centers; the 
bank in the rural communities, like the general store, serves 
all the needs of its patrons. In the cities the banks have en­
larged their field by creating various departments. Never­
theless there are classes of individuals or types of business 
which can best be taken care of by specialized institutions. 

MORRIS PLAN COMPANIES 

A new type of institution which made its first appearance. 
in Iowa in 1916 was established by the Morris Plan com­
panies. The commercial banking system has not in all 
places been in a position to extend a line of credit to the 
wage-earner or small tradesman who needed to borrow. 
The security offered and the size of the loan were such that 
the city bank could not economically make these loans. 
Often illness, family misfortune, or the necessity for new 
tools or equipment are legitimate reasons for borrowing 
by the wage-earner. Into this neglected field of industrial 
credit in our cities the dubious pawn broker entered. The 
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borrower who was without banking facilities but whose posi­
tion was somewhat above that of the pawn customer re­
sorted to commercial money-lenders who demanded a mort­
gage on household goods or an assignment of salary. The 
weapon of these loan-sharks was usually the threat of pub­
licity. Expenses were heavy and profits large so that the 
money cost of the loan to the borrower often reached a very 
high figure.·u Added to this was the greater cost in loss 
of independence and self-respect of the patron. The prac­
tices of the loan-shark are deplorable, but he has been a 
necessary evil in some communities where no proper substi­
tute existed. 

In 1910 the first Morris Plan company was organized at 
Norfolk, Virginia, by Arthur J. Morris, a young lawyer who 
had been an interested student of European systems of in­
dustrial credit. This original company was formed with 
$20,000 capital to make loans on personal credit. The or­
ganization proved a decided success and was soon extended 
to over one hundred American cities. The Morris Plan com­
panies from the time of their establishment in 1910 to Feb­
ruary, 1919, had made about 625,000 small loans, aggregat­
ing considerably over $90,000,000.1• 1 

In Iowa four companies were in operation on June 30, 

TABLE XITI 

DATA. CONCERNING THE MoRRIS PLAN COllPA.NIES IN IOWA"T 

DA'S'.O .. PAID VI' LoA •• MAD. ".011 DA'S'. 
LOCA'l'JO. O.OAlfJU'l'JO" OAPI'S'AL 01' O.OAlfJ&A'l'JO" '1'0 Jv". 

30. 1921 

NVII •• s Allov,,'S' 

D_MollfBI l'eb. 18. 1918 • 100.000 11.887 • 2.463.821 
WA'l'BSLOO Aprtl 18. 19UI 80.000 8.240 1.lM8.881 
O.DAS BAPID. Nov. 1.. 1918 92.200 8.8158 1,08.~,975 
DAY.DOS'S' Apr. 80. 1917 80.000 2 •• " 904,078 
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1921. The location of these companies with the principal 
facts concerning them are given in Table xm. 

The Industrial Finance Corporation was organized in 
February, 1914, to centralize and standardize the Morris 
Plan movement. This corporation owns about twenty per 
cent of the capital of the operating companies, it holds the 
copyright to the Morris Plan name and various other ex­
pressions necessary to the operation of the plan. It assists 
in the organization of new companies, sells the right to oper­
ate the Morris Plan, instructs the managing force in the 
operation of the new company, furnishes forms and other 
items of equipment and exercises a cooperative supervision 
over all of the different companies. S88 The result is that 
companies of this type use the same name and have made 
use of the distinctive black diamond, with the words "The 
Morris Plan" thereon, in their signs, and engraved on all 
stationery and advertising circulars. Their general meth­
ods are also practically the same in all cities. 

At the second annual convention of the managers and 
representatives of the Morris Plan companies, held in New 
York City in October, 1916, there was organized a National 
Association of Morris Plan Bankers. Its purpose was to 
promote the national development of the Morris Plan sys­
tem and to give the managers the advantage of personal 
acquaintanceship and interchange of ideas.ss, 

New developments of the Morris Plan include an insur­
ance department which was started in 1917, known as the 
Morris Plan Insurance Society and organized under the 
New York State laws. By the payment of a small fee a 
borrower is enabled to carry insurance to cancel his debt 
in the event of his death, and also to return to his family 
the amount previously paid toward the liquidation of his 
loan. The insurance society had written 22,245 contracts 
by December 31, 1918, but had not done any business in Iowa 
up to that date. In February, 1919, the officers of the Indus-
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trial Finance Corporation reported that it was then seeking 
a license to operate in Iowa. A still more recent develop­
ment is the Morris Plan of retail trade acceptances. Details 
of this new feature of the system are not available, but it is 
expeoted to be of assistance to people of small means who 
desire to make purohases on the installment plan.8TO 

Loans by the Morris Plan companies are made on the 
basis of character as seourity. They do not accept pawns, 
chattel mortgages, or salary assignments as security for 
loans. The note given must be signed by two co-makers, in 
addition to the borrower, who are willing to vouch for the 
oharaoter of the borrower and become responsible with him 
for the repayment of the loan. It is maintained that the 
system reduoes the risk of the co-makers to a minimum be­
cause of the thorough investigation made of the borrower's 
character and ability to repay the loan when due. It is the 
policy of the companies to loan only when satisfied of the 
ability of the borrower to meet the loan, not relying gener­
ally on the credit of the co-makers. The method of install­
ment payments and the well-organized follow-up system 
when the borrower becomes in arrears in his weekly pay­
ments strengthen the position of the co-makers. 

The manager of the Cedar Rapids QOmpany reports that 
thousands of dollars of endorsements are made by mer­
chants to the amount of their bills. Sliould a man owe the 
grocer $25, the fuel dealer $25, the doctor $25, and Bome 
other creditor $15 he is constantly worried by. bills he can 
not pay and is harassed by collectors to no one of whom he 
dares give preference. The Morris Plan company will 
accept the endorsement of these various creditors, limit the 
liability of each to the amount he receives, and mail each 
one a check for the amount of his bill. . The debtor has a 
clean slate, his obligation is in a form where he can .meet 
it in two dollar a week installments. Should he default on 
his payments the endorsers are not worse off than formerly 
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since they have the same opportunity as before to recover 
from the debtor.en 

The process of making a loan and repaying the same are 
standardized for all associations and for loans of all sizes. 
For every $50 loan, or part thereof, the borrower agrees to 
buy an investment certificate of the company and assign it 
to the company as security for the loan. He is then required 
to make weekly payments on the certificate. Neglect to 
make the weekly payment promptly subjects him to a fine 
of five cents on each $50 certificate subscribed. The loans 
are made on a one year basis, repayable in fifty installments. 
When the fifty payments have been completed the full-paid 
certificates are surrendered to the company and the note 
cancelled. 

Interest at six per cent per annum is deducted in advance. 
An investigation charge of $1 is made on each $50 borrowed, 
but not to exceed $5 on the loan. In the case of a $100 
loan, therefore, the borrower would receive in cash $92. He 
is required to begin, one week later, weekly payments to­
ward tlie repayment of the loan. No interest is allowed for 
the deposits then made. The managers of the plan liken 
these deposits to the balance ordinarily kept in the bank by 
the commercial borrower. As a matter of fact the cost of 
the loan to the borrower is oonsiderably over six per cent 
when there is added the investigation cost, and the loss of 
interest on his savings. The advantage of regular repay­
ment is, however, of no inconsiderable weight. Theoreti­
cally the borrower might secure his loan from a commercial 
bank, assuming his credit to be good, and accumulate a fund 
with which to repay it by weekly deposits in an interest 
bearing savings account. In such a case the cost would be 
less than through a Morris Plan company. Practically, 
however, the Morris Plan provides a scheme of repayment 
that is adapted to industrial needs and is sure to result in 
liquidating the loan when due. 
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In addition to loans based on character and earning power 
as security, loans are also made on certain accepted forms 
of collateral, which includes those forms which would ordi­
narily be accepted at a commercial bank. The Waterloo 
company lists full-paid investment certificates of the Morris 
Plan companies, savings bank accounts, securities listed on 
the New York Stock Exchange, and Liberty bonds as ac­
ceptable classes of collateral Out of 1904 loans made by 
the Cedar Rapids company to December 31, 1918, it appears 
that 434 were based on collateral and 1470 were endorsed by 
co-makers.ln 

Before granting a loan the Morris Plan companies de­
termine the reason for borrowing. The facts shown in 
Table XIV were compiled from the records of the Cedar 
Rapids and Waterloo companies. 

Miscellaneous and business debts will be seen to lead the 

TABLE XIV 

REAsoNS FOB BOBBOWING noM TBB MORRIS PLAN COMPANIES OP 

W ATEBLOO AND CEDAR RAPIDS'TI 

WU' •• LOO CnA. RAPID. 

S.OIl: .... 31 137 
D_ ... 2 18 
BI .... 20 
MIIIO.IoLA •• OV. D •• on 517 11M 
Bv ...... D •• on eo 230 
Bo •• I.p.o ........ 8 IN 
Bvn •• Boli. 5 18 
TAX •• 12 '" MO.7GAO. An 1 ...... _ 2 20 
LOA.S.A.U 22 U 
BDVOAftO. 3 8 
VAOAftO. • 7 
B.G ...... Bov •• II: •• P •• o 3 13 
BvnxoCpAIo It 1. 
LI ••• nBo ... 117 
Bvn •• CA. 3 
I •• v_xa. 8 18 
C •••• 7IIA. • 
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list. Evidently the Waterloo company encouraged patrons 
to borrow in order to buy Liberty bonds. In Cedar Rapids 
the results of the efforts of' the fuel administration may be 
observed from the large number who borrowed to lay in 
their winter's coal supply. Sickness has been an important 
cause of borrowing. A considerable number of persons 
seem to have used these companies to escape from the toils 
of the loan-shark. A more detailed and intimate knowledge 
of the reasons for borrowing would furnish an interesting 
study. . 

The list of occupations of the borrowers from the Cedar 
Rapids company classes laborers first and skilled mechanics 
as a close second Salesmen, owners or partners of a busi­
ness, clerks, teachers, civil service employees, professional 
people, foremen, managers, and housewives are classed as 
borrowers. The nationality of borrowers was predomi­
nantly American, with Bohemians ranking second; the lat­
ter may be explained by the fact that they are the dominant 

.. foreign element of the city. As to amounts borrowed the 
most common were $50 or $100, these two representing 631 
and 629 of the loans respectively. The largest loan granted 
by the Cedar Rapids company was $2000. Of the borrowers 
782 owned real estate; 1542 had dependents; 1631 were men; 
and 273 were women.au 

The losses sustained by the Morris Plan companies are 
remarkably small. Although the data for the Iowa com­
panies are not available it may be observed that the general 
experience of Morris Plan companies shows a surprising 
degree of safety. It has been demonstrated that with pru­
dent management the average losses will not exoeed one­
fourth of one per cenl The Morris Plan company at Wash­
ington, D. C., loaned in two years about $750,000 to 4000 
borrowers, and sustained only one loss amounting to $60. 
The statement of condition of the Cedar Rapids company, 
88 of December 31, 1918, had a reserve for 1088e8 of only 
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$388 against loans of $107,612. This company is conserva­
tively managed and had at the time over two years experi­
ence upon which to base its estimate of losses, so this sum 
probably indicates fairly well the proportion of its 10sses.1T1S 

Ownership of the capital stock of the Morris Plan com­
panies is divided between local investors and' the Industrial 
Finance Corporation of New York City on the basis of about 
seventy-five per cent and twenty-five per cent respectively. 
The Iowa companies are backed by the best business inter­
ests of tlleir respective cities. These men look upon the in­
stitutions partly from a sociological and philanthropic point 
of view. The companies if successfully managed, however, 
pay good dividends to the stockholders. The Des Moines 
company in 1918 netted seven per cent; and the Cedar Rap­
ids company earned over six per cent. The executive officer 
of a company is known as the secretary-manager. He has 
charge of making loans, keeping the records, receiving in­
stallments, and carrying om the policies of the directors. ITS 

Morris Plan companies in Iowa are organized under the 
general incorporation laws of the State. They are not re­
quired to make reports or subject themselves to State regu­
lation. At the 1919 session of the General Assembly, how­
ever, an act was passed which permits domestic corpora­
tions engaged in making small loans to deserving persons, 
under terms similar to those of the Morris Plan companies, 
to come under the jurisdiction of the Auditor of State. If 
they elect to come under State regulation the corporations 
are to file reports of condition before January 15th of each 
year and are also to be subject to examination at the discre­
tion of the Auditor. If, as a result of the reports and exam­
inations, the Auditor is satisfied with the good faith of the 
corporation he is to issue to it a certificate to that effect. 
This would be official recognition of the standing of these 
institutions and would also entitle them to a more equitable 
rate of taxation. They are to be taxed on the net actual 
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value of their moneys and credits at the rate of five mills on 
the dollar. The law was approved on April 5, 1919, but no 
reports were to be submitted before January 15, 1920.eT1 

The Morris Plan companies are not alone in making in­
dustrial loans. Thus the Davenport company reports that 
there are three or four loan companies in that city doing a 
good business.eT8 These companies take chattel mortgages 
and in general do not carry on the business in the same man­
ner as the Morris Plan companies. Perhaps some of them 
will find it advantageous to come under the provisions of 
the recent law and thus secure State recognition. The 
standardization of the Morris Plan banks" and their unique 
method of making loans marks them as a distinctive type 
of loan companies. Moreover, the nature of their business 
is such that they do not compete with the commercial banks. 
In Cedar Rapids officers or directors of the majority of the 
city's commercial banks are represented on the directorate. 
The field for institutions of this "type is limited to the larger 
cities or industrial centers so that their number will prob­
ably never be large in Iowa, but their usefulness may be 
expected to grow. 

FARM CREDIT CORPORATIONS 

During the summer of 1921 a new corporation was 
launched in Iowa as a means of aiding in the financing of 
Iowa agriculture. This corporation was promoted by repre­
sentatives of the bankers and farmers, working primarily 
through the Iowa Bankers Association and the Iowa Farm 
Bureau Federation. It was founded to meet the unfortunate 
experiences of the farmers in the post-war deflation period. 
It is not, however, a temporary makeshift, but a permanent 
institution. Other corporations of the same type may also 
be formed if the conditions seem to demand their estab­
lishment. 

The purpose of the institution is to create capital for 
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agricultural loans varying in length from sixty days to a 
year or even longer. A farmer may make direct loans from 
the corporation or he may borrow through his local bank. 
It is to make advances on grain stored in licensed ware­
houses, on wool warehouse receipts, for cattle feeding, and 
for other purposes. Funds to be used for this purpose 
berond the original capital will be raised by the sale of the 
company's bonds or debentures. The 'plan itself is new, 
but the principle is not; it is modelled after the Edge Act, 
passed by Congress for the purpose of financing foreign 
trade. 

In order to make it possible to operate legally under the 
plan contemplated it was first necessary to secure the pas­
sage of certain laws. The program was supported in the 
legislature by the organizations of bankers and farmers. 
Subject to the approval of the Superintendent of Banking, 
State banks, savings banks, and trust companies were au­
thorized to invest ten per cent of their capital and surplus 
in foreign trade financing corporations under the Edge Act 
and ten per cent in domestic agricultural corporations of 
the type under consideration. In no event, however, could 
the aggregate so invested exceed twenty per cent of the cap­
ital and surplus of the bank. These laws were necessary in 
order to enable banks to be stockholders in the new corpo­
ration. 

The provisions of the general incorporation law limiting 
the indebtedness of corporations were so amended as not 
to apply to a corporation having $1,000,000 or over of paid­
in capital in case the indebtedness was secured by obliga­
tions such as this organization would hold. This enables 
such a corporation to issue its own debentures or bonds up 
to any limit when properly secured. On warehouse receipts 
the farmer may borrow from his local bank seventy-five per 
cent of the market value of the commodity. Such paper 
properly endorsed by the bank can be used by the finance 
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corporation as a security for bonds or debentures for one 
hundred per cent of its actual value. For cattle feeding the 
loan may amount to eighty per cent of the value of the 
live stock but such obligations can be used as security for 
bond issues by the corporation only up to ninety per cent of 
their full value. This seems to be the only legal limitation 
on the ratio of bonds to capitaL 

Another important law, necessary in order to make it pos­
sible for this corporation to function fully, was passed pro­
viding for bonded warehouses and storage of agricultural 
and other commodities. Loans on grain or wool will be 
made to farmers when the commodity is stored in a licensed 
elevator or warehouse.lTt 

The Iowa farm Credit Corporation is the pioneer organi­
zation under the new laws. Its articles of incorporation 
were filed on June 8, 1921. The authorized capital is $5,-
000,000; but at the outset only $1,000,000 of stock will be 
sold It is planned to apportion the stock geographically 
and diStribute it as widely as possible. Stock subscriptions 
are limited to $10,000 for any person. Banks have been 
urged to buy on the assurance that banks which are stock­
holders will receive first consideration among applicants 
desiring to borrow money or rediscount with the corpora­
tion. Farmers were circularized and urged to buy on the 
argument that it is "the farmers of this state for whom it is 
primarily orgaJ;lized to serve." 

Control of the Iowa Farm Credit Corporation is vested in 
a board of thirty directors equally representing farming 
and banking. It is intended that these directors shall be 
widely distributed throughout the State. To this end it is 
provided that there shall be one farmer and one banker from 
each of the eleven districts created by the Iowa Bankers .As­
sociation in its State-wide organization. In addition there 
are eight other directors at large. The first President is 
L. A. Andrew of Ottumwa, retiring President of the Iowa 
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Bankers Association; the first Vice President is C. W. Hunt, 
President of the Iowa Farm Bureau Federation. Frank 
Warner, Secretary of the Iowa Bankers Association, has 
been made Executive Secretary and F. G. Redfield, Treas­
urer. Included in the list of officers and directors of the 
Iowa Farm Credit Corporation are other equally prominent 
bankers and farmers. 

The place of this type of institution in the financial or­
ganization of Iowa has not yet been demonstrated. That 
commercial banks are sometimes unable to meet the local 
demand for credit was amply demonstrated during the 
crisis of 1920. By means of this financing plan combined 
with the warehousing plan now made possible, the period 
of marketing of farm products can be lengthened and a more 
orderly marketing program can be secured. The character 
of this agricultural paper is such as to make it eligible for 
rediscount at the Federal reserve banks when it has a ma­
turity of not over six months. Two reasons may be ad­
vanced for adding to the rediscounting facilities thus af­
forded throug~ the Federal reserve system: paper of longer 
maturity may be taken care of; and less than one-fourth 
of Iowa's banks are now members of the system and the 
non-members can not directly avail themselves of the redis­
count privilege. 

The plan seems well calculated to serve its purpose of 
making capital available to Iowa farmers. The debentures 
issued will have as security the capitalstook of the company, 
the farmer's personal obligation, the warehouse receipt, or 
chattel mortgage, and the commodity represented thereby, 
and the endorsement of a bank when loans are placed 
through the local banks. Investors would seemingly regard 
this as an attractive type of paper. The pioneer company's 
soundness and stability is best evidenced by the list of pro­
moters. The organizations of bankers and farmers have 
given it their support. Although organized primarily to 
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serve agriculture, it is expected to be a substantial company 
with fair earnings.eao 

A.UTO LOAN COlrlPA.NIE8 

A specialized banking service for financing the wholesale 
and retail sale of automotive vehicles has recently been in­
stituted in Iowa. In October, 1917, the first corporation of 
its kind in the State was organized in Des Moines. The com­
mercial banks were not equipped with the credit and collec­
tion machinery necessary to handle certain classes of de­
ferred payment paper given for the purchase of automobiles 
or trucks. It was to meet the demand for a specialized insti­
tution, prepared to handle this type of business, that the 
pioneer company was organized. Other companies have 
since been formed which conduct their business along the 
same lines. The original companies financed the sale of 
new cars, but with the growing volume of sales of used cars 
there have been companies formed which specialize in this 
phase of the business. Morris Plan companies also make 
loans for the purpose of buying service ears and trucks. 

A retail transaction is financed by these companies by 
having the dealer sell the vehicle under conditional sale con­
tract which, with the note representing the deferred pay­
ments, is assigned to the mortgage corporation. The en­
dorsement of the dealer is required on the note, thus making 
all deferred payment paper two-name. This makes the 
note very suitable for purposes of rediscounting or for use 
as collateral. The service of the companies usually includes 
the furnishing of insurance against fire, theft, and collision. 
This protects the customer and also the company. For its 
own protection the company has each vehicle covered by a 
wrongful conversion bond. In this way the company is 
protected against nearly every contingency which might 
result in loss. 

The cost of the service is added to the cash price of the 
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car and is therefore borne by the purchaser. He is required 
to pay down thirty-three and one-third per cent or more of 
the purchase price of the car in cash and the balance in 
monthly installments, which keep pace with the depreciation 
of the car. The dealer receives his full one hundred per 
cent of the selling price as soon. as the transaction is com­
pleted. He is obliged to endorse the buyer's note, but the 
purchase contract protects him from loss in case the pur­
chaser defaults in his payments. The buyer receives the 
necessary financial accommodation which enables him to 
purchase a car at once. To be sure, the insurance which is 
included adds to the cost of the car, but a prudent buyer 
wants this protection even where he pays cash for the car. 
The cost of the credit extended is not shown separately in 
the rate sheets, but the service includes the cost of credit 
machinery and monthly collections, which in addition to 
reasonable profit make it necessary for the companies to 
charge a rate materially above the usual bank interest rate. 

The usual plan of the companies for securing funds in ad­
dition to their own capital is the sale of collateral trust 
notes to commercial banks or individuals having surplus 
funds to invest. Every $1000 of collateral trust notes is 
secured by $1200 of the two-name automobile paper depos­
ited with the same bank or trust company as trustees. Notes 
are offered in denominations of from $1000 to $10,000 at 
diseount rates that yield six per cent to seven and one-half 
per cent to the bank which buys them.eal 

These auto-loan companies have operated in Iowa for too 
short a period to furnish much basis for judging as to their 
future place among Iowa's financial institutions. Whether 
or not they will sustain themselves in periods of business 
adversity has not yet been demonstrated. The large number 
of automotive vehicles sold annually in the State would 
seem to offer a good field for their operations but as a 
matter of fact only a very few are in operation. During the 
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past few years most of the automobile manufacturers have 
provided plans for financing the sale of their cars on a de­
ferred credit plan of their own, thus largely eJimjnating the 
need for specialized banking institutions for this purpose. 

CA.TTLE LOAN COllPA.NIE8 

Iowa's corn crops have been responsible for placing the 
State among the leading meat producing Commonwealths of 
the Union. The cattle feeding industry has necessitated a 
large amount of borrowing by farmers and stockmen. For 
the most part the cattle paper in Iowa is handled by the 
commercial banks, but there are a few specialized institu­
tions in the State known as cattle loan companies. Such 
companies are not peculiar to Iowa, but may be found in 
other meat producing sections. Usually these are large 
companies located in the leading packing centers, prepared 
to loan to the big stockmen and cattle feeders. 

During the recent years Iowa and Dlinois have been far in 
the lead of other States in corn production, Iowa's crop 
with a five year average (1914-1918) of 368,200,000 bushels 
being slightly in excess of that of her sister State.11lI A 
considerable proportion of Iowa's corn crop is marketed in 
the form of beef and pork. In number of cattle on farms on 
January 1,1917, Iowa ranked second to Texas, and in num­
ber of hogs had more than double the total of IDinois, the 
State next to her.ua Many of the cattle on Iowa farms have 
been brought into the State ready to go into the last stage of 
corn feeding prior to their sale as finished beef. The cattle 
feeder, especially in the western part of Iowa, goes into the 
Sioux City and Omaha markets, or directly to the range and 
pasture country farther west, where he buys up mature 
steers, which after from three to six months feeding are 
ready for markel Usually he has corn and other feed on 
the farm sufficient to carry the cattle through to maturity. 
But in most cases he has to borrow the money to purchase 
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the feeders; frequently, loans of one hundred per cent of 
the cost price are made. Cattle loans of this type can be 
classed as prime commercial paper because of their safety 
and their very liquid character. In most cases the loans are 
from ninety days to six months. At the expiration of that 
time the cattle will be marketed and the note paid In spite 
of panics or wars, a cash market for beef cattle has always 
been maintained in the chief packing centers. According 
to a representative of John Clay and Company, a leading 
commission firm engaged in marketing cattle, ninety-six 
per cent of cattle loans were paid at maturity during 1914, 
when loans made on stocks and bonds had to be contin· 
ued I" Prices on beef cattle do not fluctuate widely over 
short periods, and the losses to the farmer from disease, 
even during an epidemic such as the foot and mouth disease, 
are very small. 1815 The losses sustained on cattle loans are 
almost negligible when credit is extended judiciously. The 
Knorpp Cattle Loan Company of Kansas City has not had 
a loan become overdue in its experience of several years. 
Losses of the St. Joseph Cattle Loan Company on over 
$70,000,000 worth of loans amounted to only 0.00043 per 
cent; the St. Louis Cattle Loan Company has had an even 
more favorable record 1.1 

Until within the past decade no specialized cattle loaning 
companies had been incorporated in Iowa: local banks made 
the loans direct, and when the seasonal demand was heavy 
secured an outlet for their excess paper through their cor­
respondent banks. In 1913 the SiouX City Cattle Loan Com­
pany was organized in connection with the Live Stock Na­
tional Bank.8IT This seems to have been the pioneer com­
pany in Iowa; but by 1919 at least four other companies 
were either operating or in process of organization.8" The 
loaning area of these companies is not confined to Iowa but 
includes Nebraska, South Dakota, Montana, and Wyoming. 

The two principal types of cattle loan companies are the 

21 
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independent companies and those aftiliated with a Sta~ or 
national bank. An illustration of the la&r type is the 
Sioux City Cattle Loan Company. There are certain ad­
vantages for a national bank to have an affiliated cattle loan 
company handle this olass of business. In the first place 
the legal limit which a national bank may loan to one indi­
vidual is ten per cent of the capital and surplus. Loans 
made by the Sioux City company run from $1500 to as 
muoh as $200,OOO-many of them larger than the legal limit 
of the affiliated national bank. Moreover, it is not neces­
sary to keep a cash reserve in the cattle loan company. A 
further advantage to the bank is that it furnishes a con­
venient source from which to secure investment paper when­
ever the bank has surplus funds; at other times the paper 
can normally be sold to outside investors. The benefit to 
the allied cattle company is that it lowers the cost of opera­
tion when the two institutions use the same quarters, and 
the prestige of a strong bank attracts business. 

The business of the cattle loan companies is primarily 
that of a broker for this class of notes; and the company 
keeps on hand paper about equal to its capital and surplus. 
The Sioux City Cattle Loan Company is capitalized at 
$200,000. In August, 1919, it had outstanding loans amount­
ing to $3,500,000; at seasons when the demand is heavy the 
amount inoreases. Loans of the cattle loan companies are 
largely made through the country banks at rates ourrent in 
the respeotive localities. These loans are secured by oha&l 
mortgages, and the condition of the cattle is ohecked up from 
time to time by inspeotors working in the loaning areas. 
Cattle notes are endorsed by the loan company and sold to 
investors in the financial centers, principally the large banks 
in the easl The rediscount rate is usually about two per 
cent less than that oharged the borrower. The overhead 
expenses, reserves for losses and profits of the company 
are made from this difference in discount rates, or broker-
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age. Large loans are frequently divided into several notes 
for easier marketing. Collection is made by the cattle loan 
company.8811 

During 1920 and the early months of 1921, the financial 
conditions of the country generally have been such as to 
make it diffioult for cattle loan companies to operate. They 
are limited by Iowa law to charging interest not in excess 
of eight per cent. Interest rates have been at suoh a high 
level that no paper could be marketed at a rate sufficiently 
below this to allow the necessary "spread" to cover ex­
penses of operation. Consequently, activities have been 
praotically suspended for some months. 

In July, 1921, a nation-wide loan pool to provide facilities 
up to $50,000,000 was announced. Representatives of east­
ern banks provided $25,000,000 and the western bankers sub­
scribed an equal amount. Loans are to be plaeed through 
the cattle loan companies and through local banks. The 
Iowa cattle loan companies hope through this agency to dis­
pose of some cattle paper and thus resume loaning opera­
tions. 

In Iowa the economio service of cattle companies varies 
largely with local conditions. Increased meat production 
is very desirable-not only directly but indirectly-in that 
it aids general food produotion through better fertility of 
the land when the grain and rough feeds are fed on the 
farm. The interests of the cattle feeder and his family are 
broader than those of the exclusive grain farmer. Trips to 
the ma.rkets to buy feeders and to Chicago or other packing 
centers with the fat cattle as they go to market give the 
stock farmer valuable contacts with outside commercial life. 
The farmer who feeds cattle has year round employment 
instead of spending his winter months in wasteful loafing. 
Any institution, therefore, which promotes the production 
of sheep and cattle renders the community an economio 
aervioe. 
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But whether or not these companies are necessary to 
handle the feeder loans in Iowa depends upon the alertne88 
of the local bankers. In 1898 G. L. Tremain gave an ad­
dress before the Iowa Bankers Association on "Cattle 
Paper". He explained the advantages of cattle as security, 
and asserted that financial journals and capitalists were 
just waking up to the merits of the same. He stated that 
he had been loaning money from his bank at Humboldt on 
cattle paper for twenty years without loss. His security 
was always a chattel mortgage or bill of sale. Within Mr. 
Tremain's recollection of events in Iowa, cattle were con­
sidered such poor security for a loan that "a man could not 
borrow $20 on all the cattle in this county".'to 

Ida County furnishes an illustration of what can be done 
toward financing the live stock industry locally when the 
bankers are alerl This is one of the smaller counties of 
the State with only five towns, the largest of which in 1915 
had a population of only a little over 2OOO.StI From Janu­
ary 1 to May 15, 1918, the feeders of Ida County shipped to 
the various markets about 1300 carloads of fat stock valued 
at fully $2,500,000. All of this business was handled by the 
local banks which cater to the livestock business. In that 
community chattel mortgages are not taken on cattle except 
from an inexperienced tenant, or some one who is rather 
badly involved financially. Most of the real cattle paper 
does not run over 120 days and is, therefore, available for 
rediscount in the Federal Reserve Bank.StI When these 
banks have encountered difficulties in connection with the 
statutory limits on loans of ten or twenty per cent of the 
capital and surplus to one individual they have found an 
outlet for the excess paper through their correspondents. 
The statements of condition of three savings banks in the 
town of Battle Creek (population 688 in 1915) for June 29, 
1918, show aggregate loans of approximately $1,500,000. 
This, however, is the season when cattle loans would be at 
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8 mjnjmum. 1118 Here the bankers have learned the advant­
age of financing the cattle industry and have profited 
thereby. 

There are other communities of the State, however, where 
cattle loans are still frowned upon by local banks. In a 
town near Battle Creek, a banker recently reported that he 
had only $80,000 in local loans while he was carrying over 
$200,000 in outside paper.11I4 In such a community cattle 
feeding might be promoted by improved credit conditions 
supplied by a cattle loan company. Another service of 
these Iowa companies consists in making stock loans in the 
States of the range and pasture area. The Sioux City Cat­
tle Loan Company loans to stockmen of South Dakota, 
northern Nebraska, and some portions of Montana and 
Wyoming, on sheep as well as cattle ... • This territory is 
tributary to Sioux City and may legitimately look to her 
banks for capital to develop the livestock industry. Other 
Iowa companies also may find their field of operation in part 
outside the State. In this outside field they must meet the 
competition of numerous other companies, the number of 
which has been increasing rapidly in recent years. With 
the large volume of feeder loans in Iowa and a share of the 
stocker loans in adjacent States, Iowa companies should be 
able to employ considerable capital profitably. 

INVESTMENT BANKING 

Although investment banks are among the prominent 
banking institutions in the financial centers, they have not 
developed to such an important place in Iowa. Until quite 
recently there has been little surplus capital within the 
State for investment in bonds or other securities. There 
has been, however, a place for institutions equipped to buy 
and sell the bonds of oities, counties, and school districts. 
In part these securities have been bought by investment 
banking houses outside of Iowa, chiefly those located in 
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Chicago. The greater part of the municipal issues in Iowa, 
however, are now financed by Iowa investment inatitu­
tiona.··· 

Iowa has had praotically no funded State debt, the amount 
in 1913 being only $10,937. But the indebtedness of the 
counties and minor civil divisions has been considerable and 
is rapidly increaaiDg in recent years. In 1880 the total 
amount, less sinking fund assets, was $7,592,332; in 1890 
it was $11,025,384; in 1902 it had increased to $17,390,375; 
and during the following decade it more than doubled, total­
ling $35,069,386 at the time of the Federal census report on 
wealth, debt, and taxation in 1913. The distribution of this 
between the civil divisions was twenty-aeven and three­
tenths per cent county, sixty-three and one-tenth per cellt 
municipal, and nine and six-tenths per cent independent 
school districts. As to the county indebtedness the major 
portion was for drainage and road bonds. The percentage 
devoted to school purposes was considerably more than the 
nine and six-tenths per cent separately reported, for the 
obligation in cities over 2500 on account of schools was in­
cluded in the city debt.·tT 

The oldest and best known investment banking institution 
in Iowa is George M. Bechtel and Company of Davenport, 
with offices also in Chicago, and New York. This company 
was organized in 1891, and since that time has financed im­
provements in practically every municipality and school dis­
trict of Iowa.·ta Schanke and Company, investment hank­
ers of Mason City, have operated in Iowa since about 1900, 
and appear to have been the second of the well-recognized 
institutions to be established. ••• It is impossible to deter­
mine accurately the number of the Iowa companies and their 
volume of business. Some companies devoting a part or all 
of their time to the purchase and sale of securities have 
adopted the title "Investment Bankers" and can be identi­
fied as such. Among the larger companies some are inoor-

Digitized by Coogle 



SPECIAL TYPES OF BANKING . 327 

poratAMi under Iowa law and others are unincorporated. 
The investment houses do not aooept deposits and, there­
fore, do not come under the general banking laws of Iowa or 
the supervision of the Sta~ Department of Banking. Under 
the oiroumstances definite data regarding investment bank­
ing are very diffioult to obtain. TOO In 1919 the Iowa legisla­
ture passed a bill which, while aimed primarily at priva~ 
commercial banks, was so framed as to prohibit any institu­
tion not under national or State supervision from using the 
word banker, or any derivative thereof, in its title.TOl This 
does not apply to banks already established, but will out off 
any new investment institutions from the right to use the 
name "investment banker".TOI 

Securities handled by the Iowa investment banks consist 
largely of government and municipal bonds of various 
classes. Corporation securities are handled in only a lim­
ited way. None of the companies from whom reports were 
secured are members of any stock exchange. TOS The officers 
of one company report that they supply customers with 
securities listed on any of the exchanges if they desire. 
Usually bonds are bought outright and disposed of later. 
Some of the companies handle bond issues on a commission 
basis or serve as correspondents of other investment com­
panies. Sales are made to private investors, banks, en­
dowed institutions, and other bond houses. Private invest­
ors appear to be the largest purchasers. The selling terri­
tory of the older companies is from coast to coast, one com­
pany reports a large clientele in California. T04 

In addition to institutions carrying on the business of in­
vestment banking, as it is commonly understood, some in­
dividuals or companies handling loans, insurance, or real 
estate have taken the title "Investment Bankers" for the 
sake of the prestige that they secure in this way.TOI It is 
not uncommon either for the larger companies to broaden 
the range of their business somewhat by dealing in farm 
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mortgages, acting as note brokers, guaranteeing titles, or 
engaging in other side issues. The term investment banker, 
therefore, does not have a standard meaning in Iowa and 
the number of firms doing strictly investment business is 
very limited. 

Efforts to secure estimates 88 to the volume of business 
handled by the Iowa companies have been unsuccessful. 
Geo. M. Bechtel and Company report annual investments of 
from twelve to fifteen million dollars. Schanke and Com­
pany's sales were estimated at about ten millions, but this 
includes a large volume of farm mortgage business. At the 
end of the first year of business the Bankers Mortgage Com­
pany of Des Moines had done a little over six million dol­
lars of busine88 and had expectations of greatly enlarging 
this as -the sales force increased. T08 It is clear that the total 
volume of sales of bonds and securities is considerable in 
the aggregate. The highway law, enacted in 1919, permits 
the counties of Iowa to issue bonds in order to pave the 
primary road system of the State.TOT Of the fourteen coun­
ties which first voted to accept Federal aid for hard sur­
facing the primary roads, six authorized bond issues to 
carry on the work at a faster rate than provided for by cur­
rent receipts from the annual primary fund allotmenl Bond 
issues authorized in these six counties aggregated $10,-
250,OOO.TOI The extent to which other Iowa counties will 
vote bond issues for this purpose can not be determined 
until all the special elections for this purpose have been 
held. Doubtless road building and other public improve­
ments will greatly increase the total indebtedness of the 
counties and other minor civil divisions of Iowa in the 
future. The volume of business of the investment banks 
will be correspondingly increased. A large market is also 
developing in Iowa for corporate securities. Investment 
banks will serve the needs of clients for this class of invest­
ments. Indeed, it seems that investment banking, carried 
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on either by separa~ institutions or as a department of com­
mercial banking, will have an increasing field in Iowa. 

POSTAL SAVINGS BANKS 

One further type of banking carried on in Iowa is that 
conduc~d through the postal savings banks. The postal 
savings bank system is not a product of Iowa law, nor is it 
peculiar to this State. Ordinarily postal savings banks are 
not numbered among Iowa's banking institutions; never­
theless, in a study of this kind it seems advisable to devote 
some attention to the system. Its history in Iowa can not 
be considered, however, apart from the national movemenl 
For this reason it will be necessary to outline very briefly 
the postal savings bank system as a whole, but wherever 
possible with special reference to Iowa conditions. In so 
far as they can be obtained, statistics of the number of de­
positors and the volume of savings within the State will 
also be presen~. 

As a result of the panic of 1907 the Republican party in 
the presidential campaign of 1908 went before the country 
in support of postal savings. The opposing plank in the 
Democratic party platform was one for a system of guar­
antee of deposits in all banks. Depositors had become 
frightened during the panic and popular distrust of banks 
continued so strong as to induce both political parties to 
support some measure offering relief for the timid de­
positor. Forty years of agitation, during which time scores 
of bills for the establishment of postal savings banks had 
been introduced into Congress, had failed to win support 
enough for such a measure to secure its enactment into law. 
Nor can the Republican victory of 1908 be interpreted as 
evidence of a strong demand for postal savings banks. But 
in order to redeem the party pledge, the Republican mao 
jority in Congress secured the passage of a bill creating the 
postal savings bank system, which was approved by Presi­
dent Taft on June 25, 1910.'08 
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In Iowa there had. been very little demand for postal sav­
ings banks. Losses due to bank failures during the panic 
had been nominal, and in most parts of the State there had 
been no suspension of payments by the banks. Banks were 
easily accessible in all sections of the State, and in indus­
trial' cities they were opened Saturday evenipgs to cash pay 
checks and receive deposits. Bankers in Iowa generally 
were opposed to the system, fearing that it would withdraw 
money from the regular savings accounts. Moreover, there 
was a fear that funds collected in Iowa would be withdrawn 
from the State for the purchase of government bonds or for 
deposit with the general treasury funds. It was also feared 
that the presence of postal savings banks would encourage 
timid depositors to withdraw their funds from banks in 
times of financial stress to deposit at the post office. 

As a matter of fact the gloomy outcome feared by oppon­
ents of the measure has not been experienced. There is 
no evidence that postal savings banks have been competitors 
of the savings banks. The low interest rate of two per cent 
paid on deposits has not been sufficient to induce depositors 
to withdraw their money from the banks, since the latter pay 
interest of four per cent in most Iowa cities. The postal 
savings bank act of 1910 limited an individual's deposits to 
$100 in any calendar month and to $500 as a total, exclusive 
of accumulated interesl These restrictions were expected 
to confine the use of the system to small depositors and also 
to protect banks against withdrawals of heavy sums in time 
of panic. After six years of experience the $100 monthly 
limit on deposits was removed entirely by an act approved 
on May 18, 1916. At the same time the maximum amount 
which any depositor might have to his credit was raised 
from $500 to $1000 with the privilege of an additional $1000 
without interesl TI0 

Provision was made for the redeposit of the money re­
ceived in postal savings accounts in the local banks. After 
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1914 member banks of the Federal reserve system were 
given preference as depository banks, but the list still in­
cludes many non-member banks. On June 30, 1917, postal 
savings funds were held by 3486 national banks, 1274 State 
banks, 242 savings banks, 568 trust companies, and thirteen 
"organized" private banks. T11 Funds so deposited are 
secured by approved bonds of the United States, States, 
municipalities or counties, and farm loan bonds. Bonds to 
the amount of $189,842,746 were held by the United States 
Treasurer on June 30, 1918, &8 security for postal savings 
funds deposited in the banks.TtI As a matter of fact, the 
banks have not lost savings accounts owing to the competi­
tion of the postal savings system, but through the system 
have received the use of money at a lower rate than they 
are in the habit of paying. 

The records show that the total deposits in the postal 
savings banks of the United States on June 30, 1916, were 
$86,019,885. Deposits a year later were $131,954,696, an 
increase for the year of fifty-three and four-tenths per 
cenl Til The competition of the war savings stamps, which 
were also sold at the post offices, and the demands upon all 
classes to buy Liberty bonds re(Iuced the percentage of in­
crease during the following year to about twelve per cenl 
The total deposits on June 30, 1918, were $148,471,499; on 
June 30, 1919, the total was $167,323,260.T1C The only 
available statistics for Iowa compiled separately are as of 
June 30, 1916. There were then in Iowa 268 postal savings 
banks, 3155 depositors, and total deposits of $527,000. Iowa 
was far below the average of the States in the per capita 
deposits. The general average for the United States was 
. eighty-three cents per capita; in Iowa it was twenty-four 
cents. Taking the country as a whole, there was one de­
positor for each 172 persons; in Iowa there was only one in 
705.TII 

An analysis of the postal savings statistics explains these 
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facts. The cities and towns having large per capita de­
posits are industrial communities, the depositors being 
largely those who work for a daily wage. To them the post 
office is a familiar place, its hours are convenient, and they 
have confidence in its security. The foreign-born popula­
tion is especially attracted to the post office as a savings 
bank. 11. They have been accustomed to the postal savings 
banks in the land of their birth and have frequently been 
exploited by immigrant banks upon arrival in America. In 
1916 sixty per cent of the depositors were foreign born, and 
this sixty per cent owned three-fourths of all the deposits.11 T 

In Iowa there are few industrial centers, and here the regu­
lar savings banks have appealed especially to the foreign 
born. In the cities which possess a dominant foreign ele­
ment, the banks issue advertising in the langnage of the im­
migrants, employ clerks who can talk with them in their own 
tongue, and in other ways seek to make them regular cus­
tomers of the banks. The splendid record of safety of the 
Iowa banks has also doubtless contributed to inspiring con­
fidence in the banks, while the disgraceful "immigrant 
bank" is almost, if not quite, unknown in this State. The 
reasons which have accounted for the failure of postal sav­
ings banks to make considerable inroads into the business 
of the banks of Iowa seem certain to be of equal importance 
in the future. 
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XIV 

BANKS AND THE COMMUNITY 

The relations of the banks of Iowa to the communities in 
which they are located do not differ materially from those 
of neighboring States. A discussion of the economic func­
tions and services of banks in the community will, therefore, 
necessarily include much that is commonplace to the experi­
enced banker or close student of banking theory and prac­
tice. Nevertheless, for the sake of the general reader, the 
author regards it as desirable to undertake a classiftcation 
of banking functions with special reference to the business 
and economic conditions of Iowa. This chapter will include 
an analysis of the banking functions, a summary of some 
of the community services of the banks, an account of the 
effect of increasing community service upon the popular 
attitude toward banks, an explanation of the unusual num­
ber of banks in Iowa, an estimate as to the distribution of 
ownership of the banking institutions, a partial record of 
the profits received by banks for the services rendered, and 
a statement of the methods used in attracting additional 
business. The discussion will be confined primarily to the 
functions of the general or commercial banks. The place of 
specialized institutions has been covered in the chapters 
devoted to these types of banking. 

PBDlABY BANKING FUNCTIONS 

The essential functions of the commercial bank are ordi­
narily considered to be three-discount, deposit, and is­
sue. T18 Of these the first two are indispensable for an} 
bank; the third, when narrowly limited to note issue is no 
longer regarded as equally important. Added to these pri­
mary functions are certain secondary features which are 
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also quite important in general banking. Among these may 
be mentioned: providing dome~tio and foreign exchange, 
facilitating investments, serving in a fiduciary capacity, and 
engaging in a safety deposit business. In addition to these 
banking functions the banks perform many important busi­
ness functions and general community services. 

BeceitJiag DefJONS :-The first service which a bank ren­
ders to most individuals is that of receiving money on de­
posit. This may begin at a very early age in the individ­
ual's life. Through school saving clubs, Christmas olubs, 
and other means the number of children using the banks as 
a place for the safe deposit of money has become consider­
able. Kany adults also use the banks chiefly as a place of 
deposit of money, either in a savings account or a current 
checking account. In providing a safe place for the deposit 
of money the banks stimulate productive saving and prevent 
hoarding. The bank serves as the financial middleman be­
tween saver and borrower, thus directly aiding production. 
Small rills of saving are brought together which in the ag­
gregate add enormously to the productive power of society. 

It is not possible to state the exact amount of total de­
posits of Iowa banks because of the failure to secure reports 
from the private banks. On December 31, 1919, the deposits 
in savings banks, State banks, and trust companies aggre­
gated $654,253,531.'1'18 In October, 1919, the national banks 
reported deposits of $258,277,000. It is safe to aBBUme that 
if the deposits of private banks had been included the total 
deposits in Iowa banks at the close of 1919 would have been 
approximately $1,000,000,000. A much higher ftgure was 
reached in 1920 but by the summer of 1921 all of this ad­
vance had been lost and the ftgure reduced even below the 
1919 amount. The reports do not show totals of savings 
deposits separately but this class constitutes a large pro­
portion in the country banks of Iowa. National banks paid 
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a total of $6,616,000 in interest upon their deposits in 
1919. T20 In a western Iowa town of approximately 700 
population, three savings banks reported deposits of $1,-
844,727 on June 30, 1920. Of these deposits over $1,250,000 
were in time certificates of deposit and savings accounts. Til 

The stimuli which banks offer to the saver are safety of 
the principal and a return in the form of interest. In re­
spect to the former, Iowa banks have been shown to have 
an enviable record. No absolute guarantee is given the 
depositor, but careful supervision of banking is exercised 
primarily on his behalf. Till The result is that very little 
hoarding occurs in the State and little anxiety is shown for 
the safety of the bank deposits. 

Interest rates paid on savings accounts in Iowa banks are 
from three and one-half to five per cent, the prevailing rate 
in most Iowa towns being four per cent. In western Iowa 
a considerable number of country banks pay five per cent 
on time deposits. The Federal Comptroller has under­
taken in some years to ascertain the average rates paid on 
time deposits by all banks. His records for 1909 show that 
all reporting banks in Iowa averaged 3.95 per cent. By 
classes these were: national banks 3.88 per cent, savings 
banks 3.67 per cent, State banks 4.01 per cent, private banks 
4.01 per cent, and loan and trust companies 4.00 per cent. 
In 1915 the average rates were somewhat higher, ranging 
from 4.10 per cent for the savings banks to 4.25 per cent for 
private banks and trust companies. In both eases these 
reports are unofficial and incomplete, but they represent a 
large number of banks and are therefore about as satisfac­
tory as can be obtained."' 

Most Iowa banks do not pay interest on individual cheek­
ing accounts. Banks in the reserve cities allow interest on 
the daily balances of the reserve accounts of correspondent 
banks. The State law also speci1ies that interest of at least 
two and one-half per cent per annum on ninety per cent of 
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the daily balance must be paid on certain public funds de­
posited in the banks. 724 It appears, however, that this re­
quirement is not rigidly enforced by the minor political 
units, where the balance is so small as to make the interest 
almost negligible. 

Charges are made in a few Iowa cities for handling small 
checking accounts. The rule is to impose the service charge 
on all accounts having an average balance below a certain 
fixed minimum, usually about $100. This practice appears 
to be confined to a limited number of cities, principally 
those designated as reserve centers. TJG Because of the en­
couragement which they have always felt should be given 
to the small depositor, many bankers deem it inexpedient at 
the present time to impose a service charge even on accounts 
which are known to be unprofitable. They regard the stimu­
lation of deposit banking as one of the services which they 
owe to the community. Moreover, the bank recognizes 
many potential profits in accounts now too small to be profit­
able. It seems unlikely, therefore, that Iowa banks will 
generally adopt the practice of making service charges. 

Issue 0/ Oirculatmg M8flia:-In the early days of Iowa 
banking the issue of bank notes was a very important bank­
ing function. It was the abuse of this privilege that caused 
the extreme prejUdice against banks manifested in the mid­
nineteenth century. Later most of the regulation of bank­
ing was devised for the protection of the note holder. At 
present State banks do not issue any notes. National banks 
continue to issue notes and all member banks of the Federal 
reserve system play a part in bringing into existence the 
Federal reserve notes.128 On the whole, however, the note­
issuing function has become of subordinate importance in 
commercial banks during the past half century. 

The chief form of circulating medium furnished by banks 
to-day is deposit or check currency. Banks receive deposits 
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of money and also create deposits by making loans; all such 
deposits may be transferred by means of checks. In 1909 
Professor David Kinley, investigating for the National 
Monetary Commission, found that approximately ninety per 
cent of all payments in the United States are made by 
checks.727 It has been commonly stated by writers on eco­
nomics and finance that bank notes and specie are still used 
very extensively in the rural sections of the country. This 
situation certainly does not exist in Iowa at the present time, 
although it seems to have been true a generation ago. 

The writer's boyhood was spent on a western Iowa farm 
and his first memories date back to the mid-nineties. In 
those days the farmer made most of his payments in coin or 
bills, the silver dollar being an important element of the 
medium of exchange, since bills of less than $5 were prac­
tically unknown. What a cause for wonder and amazement 
to the small boy was the leather wallet and its contents car­
ried by the farmer-manager of the neighborhood threshing 
outfit I Into its greasy depths went the money collected 
from the farmers to settle the threshing bill. A peep at its 
contents was enough to convince us youngsters that it con­
tained fabulous sums of real money. To-day the collections 
for a similar outfit consist almost entirely of checks on the 
local banks. A banker of that community canvassed the 
situation in 1919 and could not find a farmer in the town-

. ship who did not have a banking connection. He expressed 
the opinion that not a farmer in the county would be found 
who did not call some bank "his bank". 

Iowa farmers issue checks large and small in payment of 
local bills or for the settlement of out-of-town obligations. 
Through their correspondent banks or through the facilities 
afforded by the clearing system of the Federal reserve 
banks, Iowa banks have made their customers' checks read­
ily acceptable at par in all domestic payments. 

In furnishing the three forms of media of exchange-

22 
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national bank notes, Federal reserve notes, and deposit cur­
rency-the banks make it possible to tr&D8act an enormous 
amount of business with a relatively small amount of actual 
specie. The use of gold and silver, chiefly the former, is 
thus greatly economized. Moreover, bank notes and checks 
are more convenient for the user. By a few strokes of the 
pen a check can be issued in any amount. Since it passes 
only by endorsement it is relatively more safe as well as 
more convenient than coin. 

DiscotmtiMg Oommercial Paper :-The discounting of 
commercial paper or making loans is perhaps the most diffi­
cmlt and important of a bank's various functions. A 
modem bank has been quite aptly described by one author­
ity as a "manufactory of credit".TI8 It is sometimes as­
sumed that a bank merely loans the money paid in by ita 
stockholders and received from depositors. As a matter of 
fact only a portion of the credit, which the bank issues to 
borrowers either as notes or deposit credits, is obtained in 
this manner. The bank "manufactures" credit by the 
process of discounting commercial paper. Business credit 
is not available in liquid form, but bank credit which may 
circulate in the form of deposit currency is widely accept­
able. An impo.rtant function of banking is, therefore, to 
loan its credit to producers in the community pending the 
sale of products or the realization of cash upon contracts. 
In so doing it "creates" deposits amounting to many times 
the actual specie of the community. 

An illustration of how the bank creates deposit credits 
by its loaning process will simplify the explanation. A 
borrower seeks a discount at the bank for a $1000 note. Or­
dinarily the bank, if willing to extend the loan, will deduct 
the interest and credit the borrower with the balance (say 
$980) of the amount. This credit is a deposit which may be 
drawn at the pleasure of the borrower. He may withdraw 

Digitized by Coogle 



BANKS AND THE COMMUNITY 339 

the entire amount at once but seldom, however, would this 
be the ease. Usually the borrower transfers his credit by 
means of a check to some other person to whom he has a 
payment to make. He in tum may either deposit it in the 
bank or convert it into cash as suits his convenience. N or­
mallylarge transactions of this kind may take place with­
out the intervention of any actual money. 

In order to be able to meet the probable demands of his 
depositors, however, the banker must keep on hand a certain 
amount of cash. This amount is ealled the reserve and is 
proportionate to the deposits. The right proportion to 
maintain will vary with seasonal and local conditions and 
can only be learned by experience. State law in Iowa fixes 
minimum limits upon the amount of such reserves-fifteen 
to twenty per cent against demand deposits depending upon 
the size of the city-hut in this matter legal requirements 
can not be substituted for sound business judgment. A cash 
reserve large enough to meet all probable -needs, under vary­
ing credit conditions, and yet not so Is rge as to reduce the 
possibility of making legitimate profits for the bank is the 
goal of the prudent banker. 

Loans may be made by discounting notes, drafts, or accep­
tances bearing the endorsement of the manufacturer or 
wholesaler. In recent years an effort has been made by the 
Iowa bankers to promote the use of trade acceptances. A 
committee on trade acceptances was appointed by the Iowa 
Bankers Association to represent Iowa on the American 
Trade Acceptance Council in 1917-1918. At the 1918 con­
vention of the State Association a resolution was passed 
endorsing trade acceptances and urging bankers and trade 
organizations to bring about their general use.12• It still 
remains true, however, that most of the country banks of 
Iowa loan on single-name promissory notes. 

The prevailing type of loans will depend upon local con­
ditions. Since Iowa is predominately an agricultural State 
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the valuable business is that of the farmers in all but the 
few larger cities of the State. This appears to be increas­
ingly the case. An experienced banker states that during 
his connection with the banking business a marked change 
has taken place in the relative position of the farmer bor­
rower. Fifteen or twenty years ago the town merchant was 
looked upon as the desirable customer whose line of credit 
was always good; now it is the farmers' accounts which are 
most diligently sought after. 

Considerations of the question of rural credit usually 
separate the problems of mortgage credit and personal 
credit. The agencies engaged in supplying farm mortgage 
credit in Iowa have already been described. The Iowa 
farmer with integrity and ability has no problem of secur­
ing personal credit even when his capital is limited. Bank­
ers are especially keen to assist capable young men to start 
farming realizing that in a few years they will probably be 
valuable customers of the institution. Short-time loans are 
made to the farmer for various purposes, one of the most 
popular types being those made for cattle feeding. These 
loans are usually liquidated in from ninety days to six 
months. They are usually made by the bankers without 
any chattel mortgage or lien on the livestock, but the losses 
are practically negligible and many bankers testify to the 
desirability of this class of paper. 

Interest rates charged on loans are relatively stable. The 
extreme fluctuations of the call money market are not found 
in the Iowa banks. In recent years commercial loans have 
been made at rates varying from six to eight per cent. The 
credit condition during and following the war have forced 
rates in all of the banks to practically eight per cent, the 
maximum permitted bylaw.TlO On mortgage loans the rate 
is as low as six per cent. 

The Federal reserve system, by its rediscount facilities, 
makes it possible for a member bank to render its commun-
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ity the maximum of service. As long as a bank can make 
profitable loans covering self-liquidating commercial trans­
actions, it may continue to do so and look to the Federal 
reserve bank to rediscount its paper. Added resources are 
thus made available to the community which it serves. As 
yet this privilege has not been used very widely by banks 
in the smaller communities but in some instances this has 
been done successfully. T81 Bankers are beginning to realize 
that the old idea that rediscounting is a sign of weakness 
can no longer be sustained in view of the facilities available 
at the Federal reserve banks. 

SECONDARY BANKING FUNOTIONS 

The banks of Iowa serve the communities in various ways 
which, while important, may be classed as secondary bank­
ing functions. Of these we shall consider investment serv­
ice, selling domestic and foreign exchange, acting in a 
fiduciary capacity, and engaging in the safe deposit busi­
ness. 

I.vestMent Ser1Jice:-Strictly investment banks are not 
numerous in Iowa. Therefore the commercial bank's ac­
tivity has included the providing of safe investment secur­
ities for such of its customers as have accumulated enough 
to want a permanent investmenl It may not seem con­
sistent for a bank to maintain a savings department and at 
the same time provide facilities through which the investor 
may withdraw his savings from the custody of the bank. 
This seems to be particularly the case where the banker 
does not receive any compensation for the assistance given 
the customer in selecting and placing his investments. On 
the other hand it is certainly not consistent for banks to 
stimulate and safeguard individual savings and then leave 
the investor to deal unassisted with unscrupulous promoters 
and blue sky artists. 
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Experienced bankers have found that many savers will 
acoept quite readily a return of four per cent on their sav­
ings until they have aocumulated several hundred dollars. 
When this amount is at hand they desire to invest in bonds, 
stocks, or mortgages yielding a somewhat higher return. 
When the oustomer knows that the banker will assist him 
in such investments he turns to him for advice and coOpera­
tion. Then it is that the conscientious banker seeb to guide 
the investments of his client. It has been estimated that 
$200,000,000 were spent in Iowa in the months immediately 
following the close of the war for blue u,. stock, much of 
which was worthless and proved a total loss to investors. Tn 

Bankers individually and through the instrumentalitr of 
the Iowa Bankers Association have sought to discourage 
this waste of capital and promote sound investments. One 
way in which this has been done has been by assisting cus­
tomers in making their choice of securities. The banker 
who has ignored the request of a patron for help in convert­
ing his savings account into a permanent investment has 
often contributed indirectly to the promotion of wild-oat 
flotations. By giving their assistance many bankers have 
built up the confidence and good will of their customers, and 
have been instrumental in retaining a considerable balance 
in the savings account. The saver usually does not care to 
find an investment which will take care of the last penny 
in his savings account, but is often satisfied if he sees the 
major portion thereof converted into permanent invest­
ments yielding a higher rate of return. 

Providing Domestic tmd Foreil/ft Ea;c'IwMge:-Iowa banks 
are not called upon extensively to provide foreign exchange 
for their customers but most of them are in a position, di­
rectly or indirectly, to serve their communities in this way. 
Buying and selling domestic exchange was one of the im­
portant functions of the early Iowa banker and one from 
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which he derived a considerable amount of profit. During 
the past generation the personal check has been largely 
substituted for the bank draft in settling out-of-town obliga­
tions. In order, however, for a bank to be in a position to 
make remittances on its customers' checks, it is necessary 
for it to maintain accounts with correspondent banks or 
become a member of the Federal reserve clearing system. 
All Iowa banks are now on the Federal reserve par list, but 
even before the inauguration of this system exohange 
charges had largely been eUminated. 

Fiduciary 8e,.t1ices:-Under the Iowa law as it stands 
now all classes of banks are authorized to act in the capacity 
of trustee, executor, admjnjstrator of estates, or guardians. 
A considerable number of Iowa banks have qualified to act 
in this capacity and have established a distinct trust de­
partment. In addition to those which have made a spe­
cialty of this feature other banks generally stand ready to 
help their clients in these matters. Bankers often urge 
patrons, having property to dispose of, to make a will and 
thus direct its disposition while living. Usually the banker 
does not undertake personally to draw the will, but suggests 
the retention of a lawyer for this purpose. In some cases, 
however, the banks advertise that they are prepared to 
have the will drawn in legal form and urge the selection 
of the bank as executor.'" 

8afety Deposit Busitae88:-An incidental function of the 
modern bank which is of growing importance is caring for 
the valuable personal property of its patrons. City banks 
have established special safety deposit departments with 
elaborate vaults which are equipped to care for money, 
deeds, mortgages, wills, bonds, insurance policies, and other 
valuable documents. Jewelry and silverware are stored 
during the absence of the owners on vacation trips and 
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some banks have even provided for summer storage of ex­
pensive furs. The typical country bank of Iowa has ren­
dered an equivalent service, often without cost to the cus­
tomer. In its vault there are usually provisions made for 
keeping the valuable papers of its patrons, the larger cus­
tomers being assigned individual boxes and those having 
less business being handled in a general file. 

This service has recently been considerably extended, due 
to the sale of war securities. In order to protect the inter­
ests of their customers, hundreds of whom had not formerly 
owned valuable securities, the banks agreed to care for the 
Liberty bonds bought by their patrons. This has involved 
the additional labor of caring for the same and also in some 
cases the banks have gone so far as to protect their cus­
tomers by carrying additional burglary and fire insurance, 
at their own expense, to cover these securities.714 

GENERAL OOlDlUNlTY FUNCTIONS 

In addition to strictly banking functions Iowa banks 
carry on many business and community welfare services 
for the benefit of individual customers and also of the com­
munity as a whole. These may be subdivided into bU8i­
ness services, agricultural services, and general welfare ac­
tivities. 

Business Services :-Among the services of a general 
business nature which banks render to the community is 
the establishment and maintenance of a high standard of 
banking and commercial practice. An early English author 
placed among the important services of a bank the effect it 
has upon honesty and punctuality in pecuniary engagements 
of the community in which it is established.7I11 This re­
mains an important phase of banking service, especially in 
the rural communities. In many instances the commercial 
practices of the farmer or small town business man are 
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learned largely from his dealings with his banker. Lamess 
about paying obligations promptly when due has been a 
serious fault with many farmers. The banker definitely 
undertakes to improve this situation.788 

In this connection the banks have rendered a distinct 
service by assisting their patrons in better accounting 
methods. Very few farmers keep accounts, hence the bank­
ers have cooperated in efforts to promote better accounting 
methods. In 1921 the Agricultural Committee of the Iowa 
Bankers Association reported that over 92,000 farm record 
books had been purchased in the preceding four years from 
the Iowa State Agricultural College by Iowa banks for the 
use of their customers.TaT 

In more recent years banks have increasingly called upon 
their customers to furnish financial statements when apply­
ing for a loan. The Federal reserve banks have requested 
member banks to secure financial statements from borrow­
ers wherever possible if the paper is to be rediscounted by 
the Federal reserve bank. The necessity for making income 
tax returns has also contributed to the development of bet­
ter accounting methods. 

Another business service which the banks render their 
patrons is in urging them to carry adequate insurance to 
protect themselves against loss of property or provide for 
their families in the event of premature death. Often the 
banker in a small community is himself an agent for various 
insurance companies. In that case it is a matter of com­
missions as well as service which prompts him to see to it 
that his customers are carrying the proper amount of insur­
ance. Again it may be a precaution taken to protect the 
bank's own interest where a loan is made to the individual. 
But in many cases the banker suggests the desirability of 
insurance where he has no personal end to gain. 

A further function of the banker is to encourage the de­
velopment of new commercial enterprises in a community. 
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He aids in building up his local community by attracting 
new capital to the support of local industries. In the small 
towns he renders a valuable service by doing his part to 
keep capable young men at home. By pointing out busi­
nesa opportuDitiea and aiding with adequate credit he can 
often overcome the lure of the oity. 

Banks have always served their patrons by assisting them 
with their tax problems. The bank receives payment of 
local taxes and thus saves its customer the necessity of mak­
ing a trip to the county seat solely to pay taxes. In recent 
years the banks have also been eal.led upon to render a large 
service in connection with the Federal income tax. Iowa 
has not had a State income tax, hence the problem of com­
puting taxable income is a new one for most of its citizens. 
Bankers have done all they could to assist in these problems. 
In January, 1920, an Income Tax Short Course was con­
ducted at Iowa City under the direction of the Iowa Bank­
ers Association and the State University of Iowa. About 
600 persons, chiefly bankers, registered for the course. Ta. 

Agricultural SenJicu:-In addition to the general busi­
ness functions there are certain special services which the 
bankers render to agriculture, the dominant industry with 
which most of them come in contact. In the interest of 
better farming the bankers have backed the movement for 
county agents and farm demonstrators. With the purpose 
of developing better farmers the bankers have fostered the 
work of the boys' and girls' clubs. Prizes have been offered 
by the Iowa Bankers Association and also by individual 
bankers for statewide or local contests in grain raising, at 
live stock shows, and at other agricultural exhibitions. 

In 1915, in cooperation with the Iowa State College at 
Ames, the "Iowa boys' com contest" was promoted by the 
Iowa Bankers Association. The boy raising the best acre 
of corn in Iowa was given a free trip to the Panama Exposi-
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tion. Again, in 1917 the agricultural committee was active 
in cooperating with· the work done at tl;le State College. 
A two-year course for farm boys was endorsed, the "acre 
yield contest" was supported, and a $25 prize was donated 
for the best exhibits of alfalfa made at the annual show 
of the Iowa Com and Small Grain Growers Association. 'II. 

Promotion of live stock raising and feeding is another 
phase of the banker's contribution toward better farming. 
This is accomplished primarily by furnishing proper oredit 
for the purchase of cattle for feeding purposes. The banker 
often restrains the inexperienced cattle feeder from plung­
ing in too heavily after a single season of successful feeding 
operations. The attitude of local bankers toward the live 
stock industry is an important factor in its development. 
Soil fertility is maintained, crop rotation is practiced, and 
a better type of farming is thereby promoted. 

In some communities the banker has endeavored to com­
bat the evil of farm tenancy by encouraging absentee land 
owners to sell their farms and helping the tenant farmers 
solve the credit problem. There are many agencies ready 
to accept first mortgages up to approximately :fifty per cent 
of the selling value of the land. But a recent survey of 
conditions in a typical Iowa community showed that the 
average net worth of tenants was only about eleven per cent 
of the average investment per farm. 740 In view of this situ­
ation the banker undertakes to assist tenant farmers in se­
curing an additional twenty-five to forty per cent of the 
purchase price. 

Farm sales are important business events of the rural 
community during the winter months. Some of these are 
olosing out sales of men who are retiring from farming or 
moving to another locality; others are stock sales for the 
purpose of disposing of surplus breeding animals. The 
two important officials at these sales are the auctioneer and 
the clerk. The latter position is IDled by the cashier or 
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other official of the farmer's local bank. The clerk not only 
keeps the record of the sales but makes the entire settlement. 
He must know the buyers, must be able to decide offhand 
how much credit to extend to them on a promissory note, and 
be prepared to look after all details of the settlement. 

OOlOlUNITY WELFARE FUNCTIONS 

In the educational field Iowa bankers have been especially 
active in movements to improve the rural schools of the 
State. The Iowa Bankers Association has" supported the 
movement for consolidated schools and has cooperated with 
the Superintendent of Public Instruction to secure sound 
legislation for this purpose. Individual bankers will be 
found active on the local school boards, library boards, 
chautauqua committees, and other agencies for educational 
betterment. 741 

The good roads movement has also received the support 
of the bankers, a special committee of the Iowa Bankers 
Association having been regularly appointed for this pur­
pose. In 1915 a resolution was passed favoring hard-sur­
faced roads paid for by bond issues, with assessment accord­
ing to the special benefit received. Similar legislation was 
urged the following year, but when the United States en­
tered the World War the committee advised postponement 
of such action and the utilization of all available resources 
for the task of winning the war. In 1919 the Association 
coOperated with other organizations and individuals to se­
cure the passage of legislation to improve the primary road 
system of the State.741 

Quite apart from their organized efforts on behalf of the 
community the bankers are often called upon personally 
to serve the various educational, philanthropic, religious, 
and social organizations of their town. When electing a 
treasurer for a college, a school board, a library association, 
a church, a community chautauqua, a Fourth of July com-
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mittee, or a village ball club, the choice is more likely than 
not to be a banker. This service is usually undertaken by 
the banker as his contribution to the community welfare. 
Among the boosters for public improvements of all kinds­
electricity, sewerage, water, pavement, munioipal play­
grounds-the local banker usually takes a leading part. 
Bankers can and have done something toward encouraging 
the building of better farm homes with more conveniences 
for the housekeeper. 

W AB AOTIVIT1E8 

An example of the publio spirited service of the bankers 
was given by their part in the bond campaigns during the 
World War. In the first bond campaign the organization 
already established by the Iowa Bankers Association was 
used in directing the sale of bonds.'" Each of the eleven 
groups of the Iowa Bankers Association had an "agricul­
tural committeeman" and in every county . there was a 
"county agricultural chairman". This agricultural com­
mittee organization was the working basis through which 
the Federal Reserve Bank carried on its organization.T44 

In the later campaigns the sales were handled by the organ­
ization set up by the Federal Reserve Bank of Chicago, but 
the Iowa Bankers Association cooperated throughout all of 
the selling campaigns. 

In the actuallloating of the loans the bankers of the com­
munities were especially called upon to help. They dis­
tributed oirculars and application blanks, received subscrip­
tions, transmitted the money to the Federal reserve banks, 
converted bonds, paid the interest coupons, and otherwise 
acted as :6scal agent for the government. For this service 
the banks received no compensation, not even the franking 
privilege for correspondence in connection with the collec­
tion of the bond installments. They were put to consider­
able additional expense in carrying on this work, for which 
they received very little tangible return. 
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The banks purchased bonds on their own behalf and took 
their share of the treasury certificates of indebtedness. 
They usually made arrangements to permit purchasers of 
bonds to pay on a weekly or monthly installment basis ex­
tending over a longer period than the Treasury plan al­
lowed. Bond buyers were granted more favorable interest 
rates than the usual commercial terms when it was neces­
sary to borrow in order to buy, and liberal credit was 
granted by many bankers to the bond purchasers for the 
purpose of encouraging the purchase of Liberty bonds. 766 

The service of the bankers in the sale of war bonds has 
been summarized by N. R. Whitney as follows: "Indeed 
it may truly be said that no group of men and no organiza­
tion in Iowa can claim a greater share in the glorious 
achievement of the State in the bond campaigns than can 
the bankers of this State, and it should be added that among 
the bankers are included the various bond houses and bond 
salesmen who devoted their time and energy often without 
any compensation and often at a loss to themselves in help­
ing to sell the war bonds.' '1" 

In the matters of preparedness and support of the govern­
ment's war activity the bankers have been very emphatic. 
At the 1916 convention of the Iowa Bankers Association a 
resolution favoring preparedness was passed. In 1917 the 
resolutions cited with apparent pride the success of the 
Liberty loan and the part played therein by the bankers of 
Iowa. Loyalty and continued service to the government 
was pledged at that time and a $5000 subscription to Lib­
erty bonds was made by the Association. The published 
proceedings of the 1919 convention contained an honor roll 
of 747 names of men from Iowa banks then serving directly 
with the colors. In this list were found the names of four 
bank presidents, three directors, ten vice presidents, &eV­

enty-three cashiers, two hundred and eighty-two assistant 
cashiers, and three hundred and seventy clerks.74T 
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CHANGE IN THE POPULAB ATTITUDE TOW ABD BANKS 

The baDkers of a generation ago did not undertake to 
serve the welfare of the community to the same degree that 
the modem baDker now does. Often the bankers adopted 
an attitude of coldness toward their customers and aloof­
ness from the business interests of the community. They 
were apparently afraid to trust the people and take them 
into their conftdence. As a result there was rather wide­
spread prejudice against banks and bankers in most com­
munities. 

An interesting account of the former attitude has been 
given by Henry Meyer, a former Iowa banker, who relates 
his experience on this point as follows: "In the olden days 
a banker was a 'God with a bell on' in his town. People 
that haa any banking to do came to him and he diotated the 
terms. I remember very well when in '83 Governor Larra­
bee asked me to take charge of the First National Bank at 
Elkader when I had had no banking experience. I asked 
him to give me some pointers and the first one he gave was 
not to ask anyone to do business with me, because in solioit­
ing suoh the bank was placing itself under obligations to a 
possible oustomer and when asking for an accommodation it 
would perhaps be harder to say 'no' than otherwise.'"tI 

One of the earliest problems engaging the serious atten­
tion of the Bankers Assooiation was how to combat the 
popular prejudice against banks. In his address of wel­
come to the second annual convention Mayor Osborne of 
Spirit Lake referred to the misunderstanding on the part 
of the publio toward the banker. He said that the epithets 
"robber" and "usurer" are not uncommonly hurled at the 
banker. President G. L. Tremain, in his response, recog­
nized the existence of this distrust and suspioion when he 
referred in one place to the demagogue who "will yet ha­
rangue the voters of his distriot and point with alarm to 
the meeting of Iowa bankers at Spirit Lake. "141 
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The existence of this popular distrust was noted again in 
1889 by Mayor P. Mullally of Cedar Rapids. "The bank­
er", he declared, "in the popular opinion of a large class 
of persons, is considered cold and repellant, grasping and 
unsympathetic, anxiously seeking opportunity to hold as 
his own that which belongs to another; that he is unceas­
ingly weaving a web of innumerable though almost imper­
ceptible claims on his customers' influence and business for 
the purpose not altogether mutual in their advantages; that 
his social exterior and advances are as one who angles 
oautiously that his net may be well-filled.' '7110 He asserted 
that the opinion, while not a fair estimate of bankers as a 
claas, was, however, true of many bankers. At this same 
convention there was under discussion a motion to appoint 
a legislative committee. The suggestion was opposed by 
some members on the ground that it would throw suspicion 
on the Association. J. H. Branch, the President, concluded 
his remarks by saying, "and that there shall not be anything 
to add to the odium already resting on bankers." 

Again, in the fourth and sixth conventions this problem 
was confronted. A delegate raised the question as to how 
best to reduce the prejudice of the common people against 
banking interests and made this significant remark: "We 
are . . . at war with the farmer and the farmer with 
us". Calvin Manning of Ottumwa, vice president of the 
Iowa National Bank, explained this prejudice as the result 
of political agitation. He believed it could be counteracted 
if dealt with in a proper business way. In 1897 Mayor Wm. 
MeN ett of Ottumwa again brought up this question. He 
attributed the existing prejudice to the policy of isolated 
and independent action long pursued by the banks. He 
believed that sound banking principles were fundamental, 
and that by taking the people into his confidence the banker 
could destroy the influence of the demagogue. Til 

The policy pursued by individual bankers and by the Iowa 
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Bankers .Association has followed the direction suggested 
by Mayor McNett. As a result, the suspicion and prejudice 
against banks, which existed even as late as the close of the 
nineteenth century, has practically disappeared. This has 
resulted in the almost universal use of the banks by the 
people of Iowa; especially has this come to be the case in 
the agricultural sections. 

ACCESSmlLITY OF BANKB 

Perhaps the most distinctive feature of Iowa banking is 
the large number of banks, especially in relation to the 
population of the State. This in itself would appear to be 
evidence of the fact that banks in Iowa are generously sup­
ported by the people. 

For at least eleven years Iowa has led all States in the 
total number of banks. In 1910 Iowa had a population of 
2,224,771, ranking fifteenth among the several States. In 
1920 the population was 2,404,021.1112 .Recent statistics place 
the total number of banks in Iowa at from 1915 to 1930, 
depending on just what institutions are included. This 
gives approximately one bank to every 1250 persons. 

No single explanation is to be found for this unusual 
number of banks. Obviously the banks must command the 
patronage of practically all members of the COJlllD.unity. A 
further tlxplanation for the strong banking position of the 
State is to be found in the high per capita wealth of the 
citizens. In 1912 the per capita estimated value of all prop­
erty in the United States was $1965. The per capita wealth 
of Iowa was nearly double that of the average for all of the 
States, being $3539.1111 

The large volume of rural business tributary to the small 
towns of the State seems to be the explanation for the estab­
lishment of Sl1ch a large number of banks. The larger cities 
of the State are well supplied with banking institutions but 
the vast majority of Iowa banks are of necessity in small 

23 
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towns. In 1915 there were 893 incorporated municipalities 
in Iowa. Fifteen of these were cities of the first class, hav­
ing a population of 15,000 or more; ninety were cities of the 
second class, having a population of 2000 but less than 
15,000; 788 were incorporated towns. Of the latter 103 had 
more than 1000 population; 220 had between 500 and 1000 
population and 465 had less than 500 inhabitants.1I• 

These small towns, a large percentage of which have less 
than 1000 inhabitants, are the location of a large number 
of Iowa's numerous banks. For instance the town of North 
Liberty, near Iowa City, had a population of less than 200 
in 1915 but reported two live banks in 1918.71111 Battle Creek 
was a town ()f 688 population in 1915; the three banks of the 
town had aggregate resources of $2,453,167 on June 30, 
1920.7118 Even small unincorporated places sustain in some 
instances one or more thriving banks which sometimes do 
considerable business. 

The ability of these small towns to support banks is a 
source of surprise to many persons not accustomed to the 
Iowa situation. It must be remembered that banks can be 
established in Iowa with a minimum capital of $10,000, 
hence many of these banks are small institutions. But, as 
in the case of Battle Creek, the banking capital and re­
sources are often far more than might be expected in such 
small towns. The banks find a large demand for loans in 
financing the agricultural operations in the territory tribu­
tary to the towns. By offering liberal interest on savings, 
for instance five per cent at Battle Creek, the banks are able 
to attract a large volume of savings aeposits. 

As a result of this large number of banks competition in 
the banking business is very keen. For the most part it is 
clean competition and brings to the communities the maxi­
mum of service from the banks. Banks are accessible to 
all the people of the State and stand ready to assist in the 
development of their respective communities. 
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OWNERSHIP OF THE BANKS 

An important factor in enlarging the place of the banks 
in the community has been the increasing proportion of in­
corporated banks with wide diffusion of ownership of the 
bank's capital stock. Ordinarily the bank is not an inde­
pendent business institution owned by men who are unas­
sooiated with other industries and commercial undertakings. 
It is still true that private banks are owned and operated 
by one man or a small number of partners whose sole busi­
ness is that of banking. Where an incorporated bank has 
succeeded a private bank the same situati'On often pre­
vails in a modified degree. The banker associates with him 
a number of the successful business men of his community 
but he retains the controlling interest in the institution. 
Under these circumstances he is the president of the bank 
and its active manager, devoting his whole time to the bank­
ing business. This same situation may even exist where 
the institution begins business as an incorporated bank at 
the outset. Often, however, the principal stockholders, in­
cluding the president, are men active in other lines of busi­
ness. Active management is then intrusted to the cashier, 
a salaried executive. 

Reports published by the banking department do not fur­
nish any information concerning the distribution of owner­
ship of the banks of the State. A representative bank with 
a capital of $100,000 has at present ninety-four stockhold­
ers.1&7 The $35,000 capital stock of a country bank was 
subscribed by forty persons no one ()f whom held more than 
twenty-five shares.7118 

Stockholders are nearly always customers of the institu­
tion, hence wide distribution of stock gives the bank a sub­
stantial group of regular patrons. In some instances a 
bank which wishes to enlarge its capitalizati()n offers the 
entire block of new stock to men outside of the existing 
group of stockholders. By this means new customers have 
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been brought into the bank. At times the same thing has 
been done for the purpose of preventing the formation of 
a rival institution. 

It appears that banks located in the small towns are 
largely owned by the farmers of the community. No statis­
tical data can be presented on this point, but the conclusion 
is supported by the opinion of representative Iowa bankers. 
H. T. B1aokbnrn, President of the Iowa Bankers Associa­
tion, stated at the 1916 meeting that Iowa farmers owned 
seventy-five per cent of the banks represented at the con­
vention. TN D. H. Hedrick, a country banker with a wide 
knowledge of Iowa conditions, states as his opinion that 
"the majority of the rural banks in Iowa are owned by the 
farmers, either active or retired.' "eo 

PROFITS 01' THE BANKS 

Very few institutions probably render as many gratuitous 
services for the community as do the banks. On the whole, 
however, the profits paid by banks to their stockholders have 
been highly satisfactory. In endeavoring to present statis­
tics in regard to earnings, the student of Iowa banking is 
again met with the difficulty of incomplete data. Some 
States secure reports on earnings and dividends of all 
banks, but Iowa reports contain no information on this 
point All national banks must make semi-annual state­
ments of earnings and dividends as well as the principal 
sources of these earnings. These are the only complete 
data for any class of Iowa banks. Table XV presents some 
statistics which indicate the profits in certain banks. 

This table does not include the data for banks in the four 
reserve cities of Iowa. If these had been included, however, 
the results would not be very much changed. For instance 
in 1919 the ratio of net earnings to capital and surplus 
combined was 11.98 per cent in the country national banks. 
In the reserve cities the earnings averaged somewhat 
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N:m' EABmNes AND DIVlDBNDS 01' TBB CoUNTRY NATIONAL BANKS 

IN IOWA, 1896-1919711 

P.IICI.II'I' ..... or P.IICI.II'I'''' •• or 
y ..... D~._. '1'0 O ... PI'I'''''' N.'I' B .... 1I111 •• '1'0 0 ... "" ..... 

... _ 8VULV. 

18te 8.0 8.8 
1887 7.1 8.1 
1808 7.7 a.8 
l8IKI 11.2 8.7 
1Il00 8.8 8.1 
11101 II.N 8.N 
11102 10.&1 11.86 
11108 10.0 11.8 
lIMN 11.8 10.8 
11106 11.7 8.11 
1_ 10.7 11.7 
11107 10.2 11.1 
UIC. 11.8 11.11 
1_ 11.11 10.0 
11110 11.2 10.a 
11111 11.11 11.0 
11111 11.M 10.78 
11118 1 •• 00 11.78 
1111. 12.M 11.81 
l111a 12.18 11.01 
11118 18.21 11.82 
11117 18." 12.11 
11118 18.11 10.77 
111111 18.68 11.118 

higher, being 11.42 per cent in Dubuque, 14.00 per cent in 
Cedar Rapids, 15.31 per cent in Des Moines, and 15.36 per 
cent in Sioux City.T" 

Partial statistics are available for State supervised banks, 
but continuous data concerning either the amount or source 
of their earnings can not be presented. In 1914 and 1915 
the Comptroller published reports of such State and pri­
vate institutions as submitted statements to him. In 1914, 
200 State banks reported dividends averaging 9.84 per cent 
of their capital; 510 savings banks 10.01 per cent; 9 loan 
and trust companies 8.97 per cent; and 32 private banks 
20.62 per cent. The following year the number of reporting 
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banks and percentage of dividends were: 199 State banks 
10.68 per cent, 520 savings banks 17.63 per cent, 12 loan 
and trust companies 10.12 per cent, and 33 private banks 
15.58 per cent. Tea 

The proportion of State supervised banks making this 
report to the Comptroller was large enough to warrant the 
assumption that these figures are fairly representative. 
They show that the dividends paid are &8 large in the State 
institutions as in the national banks. State and savings 
banks have smaller average capital, but they had, neverthe­
less, a somewhat higher percentage of capital to total assets 
than the national banks. Tilt They are not required to build 
up a surplus, however, unless they wish to qualify to act in 
a fiduciary capacity. They have also been freer in the past 
in the matter of investments and have had greater liberty 
to engage in outside activities for profit. 

Only about one-tenth of the private banks reported their 
earnings, so that the data concerning this class are too in­
complete to be of value in making generalizations. The 
banks which, did report show earnings so distinctly above 
those of the incorporated banks as to lead to the conclusion 
that the greater liberty of action of the unincorporated bank 
makes it possible to earn larger profits. 

The analysis of the earnings of the national banks shows 
that the principal form of income was interest and discount, 
$19,269,000 out of $20,218,000 gross earnings being from this 
source. The second largest source of income was from 
exchange and collection charges, amounting to $310,000 for 
all of the banks. Banks outside of the reserve cities re­
ported $142,000 commissions and earnings from insurance 
premiums and the negotiation of real estate loans. The 
right to act as agent for an insurance company or agent or 
broker ~ placing real estate loans was only recently granted 
to national banks by an amendment of the Federal Reserve 
Act. The privilege is denied to banks in cities with a popu-
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lation over five thousand, thus ruling out the reserve cities. 
Miscellaneous earnings aggregated $497,000. Tel 

• 

BANK PUBLICITY 

Methods of attracting business to the bank and building 
up the position of banking institutions in the community 
have undergone marked changes in recent years. The best 
means of attracting and holding customers is unquestion­
ably personal service. The various services which the 
banks render to their individual customers include first of 
all taking care of their legitimate financial needs. The 
prudent banker carefully watches the business enterprises 
of his customers and is often in a position to anticipate the 
.eeds of his patron. A case was recently brought to the 
writer's attention of an Iowa banker who, during a time of 
severe credit stringency, had secured the approval of the 
board of directors for a large loan to a customer who had 
not made any request therefor. When this man learned 
that his needs had been anticipated and that the necessary 
money had been set aside, he received a new insight into the 
thoughtful concern with which the banker serves his regular 
clients. 

One of the most effective forms of publicity is a personal 
letter from the officers of the bank. Some banks send out 
these letters with monthly statements to depositors, divi­
dend checks, or on other occasions when mail is being sent 
to patrons. Often letters are sent out to new residents in 
the community inviting them to use the facilities of the bank. 

Supplying conveniences for the use of the customers at 
the bank itself is another form of service. Some country 
banks have provided a rest room for their country patrons. 
Private rooms for business conferences are also made avail­
able. Some banks have placed an adding machine in the 
bank lobby for the exclusive use of its customers. The re-

Digitized by Coogle 



360 HISTORY OF BA.NKING IN IOWA 

sult of this is to make the bank a place to which people may 
often come for other purposes than strictly banking service. 

In the newspaper and periodical advertising of the pres­
ent day banks have departed almost entirely from the 
"tombstone" type of notices which formerly characterized 
bank advertisements. Instead of stereotyped advertise­
ments, giving merely the names of the bank's officers, its 
capital stock, deposits or other information concerning its 
financial condition, banks to-day call the attention of the 
reader to the various services of the bank. Many banks 
will not allow their newspaper advertising copy to stand 
beyond a single issue of the paper. Commonly the bank 
buys the copy for its advertisements from the established 
agencies and in this way secures the services of experts in 
copy writing.1n 

The advertisements of three banks in a typical small town 
show the appeal made regularly to the public. The first is 
II AfllfltJitatiofl" to come in and use the bank for accounts 
of any size. "We are in Business to be Bothered" is the 
challenge to the person who thinks his business is "too 
trifting for the banker to bother with". The second bank 
advertises a saving plan which its officers wish to explain to 
all parties in the community interested in joining. In the 
advertisement of the third bank is an admonition to "Pro­
tect your home and belongings from fire' '. For this pur­
pose the bank offers the facilities of a fire insurance com­
pany for which some member of its staff is agent. 181 Each 
week these banks present different phases of their services 
to the reading public. 

Bank pUblicity includes the distribution of attractive wall 
calendars and novelties such as coin purses, bill-books, and 
memorandum books: A few banks in Iowa have begun the 
publication of a monthly business bulletin, but this can only 
be undertaken by the larger banks. 

For the most part banks seek to obtain their business by 
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straightforward appeal and legitimate business services. 
But the severity of competition is responsible for some 
weaknesses in banking practice. A careful student of Iowa 
banking has stated that one of the most important causes 
of overdrafts in Iowa banks is the intensity of competition 
among banks. This has resulted in placing Iowa in the un­
enviable position of leader among the States in the matter 
of permitting overdrafts. '8a It is doubtless true also that 
many bankers allow themselves to be imposed upon in other 
ways because of a mistaken attempt to retain business at 
any cosl 

Nearly two thousand banks are maintained in Iowa com­
munities, owned by thousands of different stockholden. 
Liberal returns have been paid upon the investment in bank 
stock and satisfactory interest rates have been allowed de­
positors for their contribution toward the banking resources 
of the State. The community on its part has received a high 
measure of service from the banks· at reasonable terms. 
Practically the only service for which the banks charge is 
for the use of their credit in the form of loans and dis­
counts. Other services they contribute to their patrons and 
the community. Doubtless there are still many unworthy 
institutions, but the general record is one of large service 
which has merited and won the esteem and almost univenal 
patronage of the community. 

Digitized by Coogle 



xv 
THE IOWA BANKERS ASSOCIATION 

A generation ago it became manifest to many progressive 
Iowa bankers that there was a need for some organization 
of the bankers which would unify the banking system of the 
State and eliminate the extreme individualism which then 
characterized the banking business. Accordingly, twenty­
nine bankers, the majority of whom represented Des Moines 
banks, issued a call for a convention to be held at Des Moines 
on July 26 and 27,1887. The primary purpose of this first 
meeting was to effect the organization of a State associa­
tion. It was hoped that through organization and regular 
interchange of views the bankers would be able to improve 
the general banking interests of the State and that this in 
turn would inure to the benefit of the business interests of 
the country. Tse 

In response to this call sixty-nine bank officers and bank­
ers registered at the first convention. Since the primary 
purpose of the gathering was organization, the program was 
very informal. John N ollen of Pella entertained the gath­
ering by reminiscences of earlier banking, while W. A. 
McHenry of Denison and others joined in the discussion. 
Certain steps looking toward uniformity in exchange 
charges and other matters of banking practice were dis­
cussed and resolutions passed relating to these points. 

In the constitution adopted at the first convention the 
organization was named the Iowa Bankers Association; 
membership was open to any national or State bank, trust 
company, savings bank, or banker. Officers of the Associa­
tion were a president, first vice president, and one vice pres­
ident for each congressional district. This group of officers 
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was to be known as the executive counoil and was authorized 
to appoint & secretary, a treasurer, and other employees. 
Membership fees of $3 and annual dues of $2 were pre­
scribed. 

G. L. Tremain of Humboldt was chosen president at this 
first meeting; W. T. Fenton of Ottumwa was appointed the 
first treasurer; and J. E. Henriques of Marshalltown was 
named secretary. TTO 

For years President Tremain was a leading spirit in the 
Assooiation. He was highly regarded by his colleagues, as 
is shown by the following special resolution of respect whioh 
was recorded at the 1918 oonvention: 

Whereas, a former President of this .Association, Mr. George L. 
Tremain, of Humboldt, Iowa, we are informed, has reached the 
Doble age of three BOOre and twenty, and 88 we owe to him the 
thought and initiative which formed this organization, 

Besolved, That we hereby extend to him our most sincere con­
gratulations on the life lived and the years enjoyed by him, and 
our hopeful desire for a continuation of years of happiness.TTl 

This tribute was the last given to Mr. Tremain while he 
was still living; the 1919 convention, which oonvened at 
Fort Dodge, was called upon to pass resolutions to his 
memory. TTl 

GBOWTH 01' THE ABBOCIATION 

The history of the early years of the Association is a 
record of disappointments. At the second annual meeting, 
held at Spirit Lake, the treasurer's report showed sixty­
seven members. TTl The attendance is reported elsewhere as 
forty-five. In 1900 for the first time over two hundred dele­
gates and visitors registered at an annual convention. TTt 

In those early years, outside speakers of prominence 
could not be secured for the programs. Men would promise 
to appear and then fail to meet the appointment. Even the 
presidents of the Association were frequently absent. The 
records show that in 1890, 1891, and 1892 the place of the 
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president was taken by the vice president. 7'fG In his address 
of welcome, delivered at the thirty-second annual convention 
held in Dubuque in 1918, J. K. Deming made this statement: 
"Twenty-eight years ago the Iowa Bankers Association 
held its Fourth Annual Convention in this city. There were 
present about 150 Iowa bankers, and the occasion aroused 
so little interest that the President of the Association for­
got, or at least, failed to attend. So the First Vice-President 
(a young fellow named Deming) presided.,me 

Growth of membership in the Association was likewise 
very slow. In his report at the sixth annual meeting J. Y. 
Dinwiddie, the Secretary, speaks of his disappointment over 
the slow growth of the organization. He reported a mem­
bership of 284 out of 950 banks listed as eligible to member­
ship.TT7 In 1897 the Secretary's report showed only 253 
full paid members of the Association. TT8 

Throughout those early discouraging years the burden of 
maintaining the interest of members in the Association and 
of extending its life and influence fell largely upon J. M. 
Dinwiddie of Cedar Rapids, Secretary of the Association 
from 1888 until the appointment of a permanent, full-time 
Secretary in 1910. On September 26, 1888, Mr. Henriques, 
the first Secretary, resigned, and Mr. Dinwiddie was chosen 
as his successor. TT9 In spite of discouragement and lack of 
cooperation Mr. Dinwiddie labored to build up the great 
organization which now exists. In 1890 he asked to be re­
lieved of his duties owing to his own business responsibili­
ties and the pressure of his work. The President urged him 
to stay by the organization for fear that his resignation 
would be followed by that of others.780 

During the early period the salary paid the Secretary was 
nominal;'I'81 the net salary Mr. Dinwiddie received for more 
than twenty years of service was in no way commensurate 
with the service he rendered the Association. But before 
Mr. Dinwiddie retired, his efforts had borne abundant fruit 
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in the growth of interest, membership, and attendance; 
moreover, his colleagues gave hearty recognition to his part 
in building up the Association. In 1908 the President in his 
annual address in commending Mr. Dinwiddie's work said: 
"For practically all of its existence he has served in a most 
thorough, painstaking manner and done more perhaps to 
build it up than any other one man".T81 At his retirement 
in 1910 the convention passed a resolution commending him 
for his efficient service since 1888, presented him with a gift, 
and sent him to the Los Angeles convention of the American 
Bankers Association at the expense of the Iowa Associa­
tiOn.T88 

The programs of the early meetings were marked by 
heated discussion of methods of handling business, the rates 
of exchange to be charged, plans to eliminate the com­
petition of express companies, the evils of transacting busi­
ness after banking hours and similar topics. The subject of 
the President's address at the second meeting was "Some 
Mistakes in Banking". Among those which he enumerated 
were undue anxiety for business, unfriendly competition, 
laxity regarding loans and discounts, carrying overdrawn 
accounts, allowing rebate of interest on paper paid before 
maturity at the rate originally charged, and encouraging 
customers to transact business after office hours. 'J8' 

Beginning early in the first decade of the twentieth cen­
tury, there was a marked change in the attitude of banks 
toward one another and the Association. Instead of a spirit 
of suspicion, there arose a spirit of cooperation. In the 
cities the clearing houses brought the bankers together; and 
the sessions of the State Association were well attended. 
At Des Moines in 1900 only about 200 registered for the con­
vention; but when the Association met there again in 1910, 
about 1000 were in attendance. The registration at the 
convention held in Des Moines on June 7, 8, 1921, was 
2266. T81 The Secretary in 1897 had reported 253 fully paid 
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members. In 1906 the Iowa Association claimed to be the 
largest State association in the United States with a total 
of 1100 member banks out of a possible 1485.188 By 1913 
the number was 1600.181 On June 1, 1919, there were 1850 
active members in the Association out of a possible 1907 
eligible institutions. In addition there were forty-four as­
sociate members-including publishers of bank journals, 
note brokers, and banking institutions outside of Iowa. 1a8 

Instead of barren discussion or extended debates on unim­
portant matters, the programs of the Iowa bankers' conven­
tions are 1illed with addresses on public questions by some 
of America's most noted speakers and discussion of impor­
tant financial issues by leading bankers or treasury officials. 
Not infrequently of late years the President of the Ameri­
can Bankers Association has attended the Iowa meeting. 
W. P. G. Harding, Governor of the Federal Reserve Board, 
was a speaker at the 1919 and 1921 conventions. 

SOCIAL FEATURES 

After 1892 the social side of the Bankers Association 
meetings was provided for by inviting the ladies and fam­
ilies of the bankers to be present There has been an in­
creasing number of women registered at the meetings. At 
Des Moines in 1917 out of a total registration of 1849 it 
appears that 418 were women; in 1921 there were over 500 
women present.188 During the same convention at which it 
was voted to invite the attendance of the ladies, a resolution 
was passed expressing the hope that the cost of entertain­
ment would not be so increased that the reception given to 
the Association in the future would become a burden to the 
city. Among the features provided by Davenport in that 
year were: first, free use of the Masonic Temple for the 
meetings; second, free use of the Davenport Business Men'S 
Association rooms for committee meetings, rest, or recrea­
tion; third, a banquet at the Armory by the bankers of Dav-
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enport; fourth, free transportation on ferry boats and street 
ears; :fifth, open house at the Davenport Outing Club; sixth, 
a river excursion; seventh, carriages on Wednesday after­
noon to visit the city water works which waS said to have the 
largest filtering establishment in the world, the cities of 
Davenport, Rock Island, and Moline, and the United States 
arsenal on Rock Island, to which convention badges served 
as passes. T90 

This is a typical example of the social features of the 
annual conventions. In 1900 it was voted to pay from the 
treasury of the Association $200 per year toward the ex­
penses of entertaining the Association;791 and in 1902, the 
appropriation was raised to $500. In the course of the dis­
cussion it was stated that the bankers of Cedar Rapids had 
paid out $1400 for social features.TeI An effort was made 
in 1912 to discontinue this custom of paying $500 to the en­
tertaining city, but the motion was lost. In 1919 the amount 
was fixed at $750 henceforth. T98 The honor of entertaining 
the sessions of the Association has been much sought after 
by the cities of the State having facilities to entertain so 
large a convention. Des Moines has most frequently been 
chosen for the honor and has been the most popular place, if 
the number in attendance at the sessions is taken as a stand­
ard. The selection of Des Moines, however, is no doubt due 
largely to the size and central location of the city. 

Joint sessions have been held from time to time with 
other organizations. In 1903 the Iowa bankers met at 
Davenport; and the Dlinois Association assembled at Rock 
Island at the same time. Separate business sessions were 
held, but on July 29th a joint session was held in Davenport, 
addressed by C. M. Fowler, Representative in Congress 
from New Jersey, A. B. Cummins, Governor of Iowa, and 
H. J. Hamlin, Attorney General of Dlinois. Ta. Joint ses­
sions have also been held in Des Moines and Waterloo with 
the Iowa Farm Mortgage Association, a considerable num-
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ber of whose members are also members of the Iowa Bank­
ers Association. T911 By means of these joint sessions the 
good fellowship characteristic of the Association has been 
broadened.. 

Among the social features introduced at the 1918 meeting 
was an ex-councilmen's dinner for members of the 1916-1917 
council. J. K. Deming was also host to all former presidents 
of the Association. Tte 

ORGANIZA.TION .AND MEMBERSHIP 

Membership in the Iowa Bankers Association is of two 
kinds, active and associate. Active membership may in­
clude any institution doing a general banking business in the 
State of Iowa. The annual membership fees of the Associa­
tion are $6 for any bank having a capital and surplus and 
undivided profits of $35,000 or less and are graduated up to 
$50 for banks having a working capital over $750,000. Dues 
are payable in advance on the first of January. The Secre­
tary is authorized to draw a sight draft on any member 
delinquent five days, and after three months delinquency to 
drop the member from the Association. Associate members 
consist of any publisher of a bank journal, any dealer or 
broker in bank stocks, bonds, commercial paper, or other 
securities, or any bank located outside of Iowa. Associate 
members pay annual dues of $15 each. 

Active and associate members are entitled to representa­
tion by one delegate at the annual meeting of the Associa­
tion. Delegates representing the associate members are not 
entitled to vote. Delegates appointed by active members 
must be officers or directors of the firm they represent, or 
members of a banking firm, or individuals doing business 
as bankers. They can vote only in person, no proxies being 
allowed. 

The administrative officers of the Association now consist 
of a President, Vice President, Secretary, and Treasurer 
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elected annually. With the exception of the Secretary, the 
officers are elected by the annual convention. The choice of 
the President has frequently been made the subject of spe­
cial resolutions at the group meetings, so that the election 
by the convention may become a mere matter of form. To 
discourage this practice a resolution was passed in the 1917 
convention advising against endorsing candidates for the 
various offices of the Association except by their own group. 
This appears to be carried out so that now only the home 
group of a candidate endorses him. Election of officers oc­
curs on the last day of the annual meeting. The 'President 
presides at the convention which closes his term of office. A 
complete roster of the presidents of the Association to­
gether with their home cities when elected and the place of 
meeting of the Association at which each presided is given 
in Table XVI. T87 . 

FULL-TIME SECRETARY 

The constitution provides that no officer, except the 
Secretary, may succeed himself in office. Practically from 
the formation of the Association until 1910 this position 
was held by J. M. Dinwiddie, who handled this work in con­
nection with his duties as a banker in Cedar Rapids. At 
the Waterloo convention of 1909 a resolution was adopted 
app~inting a committee of three to investigate and make 
recommendation concerning the advisability of having a 
full-time secretary. Based upon the satisfactory results at­
tained in Missouri, Dlinois, Wisconsin, and Minnesota, all 
of which States had had such an officer, the committee re­
ported in 1910 favoring the appointment of a permanent 
secretary at a salary of $2400 per year. Permanent quar­
ters were to be rented in Des Moines and a stenographer 
regularly employed. Three names were suggested by the 
committee. The name of Mr. Dinwiddie was not included as 
he could not afford to give up his business to devote his full 

24: 
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TABLE XVI 

PBBSIDENTB AND PLACB OP MBi:TINo OP TJIB IOWA BA.NKBBS 

Assocu.TION 

P._D.II'I' Bo •• 01'I'Y W ••• Yu. Puc. OJ'M.aft.o BLac'J'D 

O.L.T-* Bumboldt 1887 De.MoIDeI 
O.L.T-* Bumboldt 1888 8ptrlt Lake 
1. B. Bnach Manalo 1_ Cedar RapIda 
1. B. Bnach M--.o 1180 Dubuque 
D.N.OooIe)o Dubuque 1881 SIoux0h7 
1011aT • ....,. B1Il'IlDKSoa 1882 Da~ 
S. P. 8mUil Da .. port 1893 00uDcII Btmr. 
W. A. McB8D17 Dedoa IBM De.MCIIIlM 
U-0a.d7 De. Mom. 1896 8tormLake 
P.B.BeI8eI1 SIoWl Raplda 1898 ManbaIltowD 
1.K.~ Dubaqlle 1807 ~wa 
ObM.B.Bamwa COUDCIl Blu1ra 18i18 M.-Cl~ 
O. B. McNlder M_CIt7 1_ Bw1IDIrtcm 
0IIar* B. MartID DetlMome. 1900 De.MoIDeI 
B. D. BustOI'd Cherokee IDOl Cedar RapIdI 
O.B.M1118 Slou Rapid. 11102 De. Mom. 
B_A.MIDIr De. Mom. 11108 DaftilPOrt 
L.P.Po&ter BarIaD 1IICM De.MoIDeI 
~B1IIlbard SJJeB4*' 1906 De.MoIDeI 
D. B.McKee Medlapoll8 11106 Cedar Rapid8 
1011a 1. x.rp BocIr:: VaDq 11107 OIbatoD 
B.M.ewp. .. Moatlcello 1908 SIoux 0h7 
1.T.B~ BedrIck 1lI0II Waterloo 
1. D. ButoD Waterloo 
eJ.. B. SteYtID. Ottumwa 11110 De. Mom. 
101m McBucIl SIoux Clt;r 11111 M_0h7 
B.1.Oartbt Deconb 11112 Cedar RapId8 
CIIu. Sbade Rock Raplda 11118 De. MolD. 
D. L. BelDllWmer Olanroocl 
·J'ruIkB~ Bdd;rvl1le Ill. OIbatoD 
1. L. Bchrard8 ~ 11116 Da .. port 
B.T.BlackbmD De.Mo .... 11116 Waterloo 
Georp S. Parker Sioux Clt;r 11117 De. Mom. 
S.M.I.-ch Adel 11118 Dubu4ue 
J.B.~ CllDtoD 
M. B. Calderwood BJdrldge 111111 Port Dodce 
J. B. McCord Speacer 1920 De. Mom. 
L.A.ADdnw Ottumwa 1921 De. MCIIIlM 

.ActIq Predd .. " 
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time to Association affairs. The report of the committee 
was adopted and in the election the choice of the convention 
fell to P. W. Hall, cashier of the Sheldon National Bank.'·' 

Mr. Hall resigned in 1916, and Frank Warner of Waterloo 
was elected at a special meeting of the Council held on 
August 9th of that year to fill the vacancy. Mr. Warner has 
continued to carry on the work of Secretary, his permanent 
headquarters being at Des Moines.'·· Under his able ad­
ministration the Association has grown in membership and 
in the scope of its activities. 

GROUP AND COUNTY ORGANIZA.TIONS 

The distinctive feature of the present organization is the 
division of the members of the Association into eleven 
groups, geographically divided by counties. This plan of 
group organization was :first adopted in 1897; its purpose 
is to increase the membership of the Association, to arouse 
interest in practical matters, and to provide opportunity to 
discuss problems in small groups. The committee support­
ing the plan reported that it was in successful operation in 
several States, including Pennsylvania, New York, Ohio, 
Texas, and Missouri. Opposition to the new system was 
based on the plea that it would kill the State Association to 
hold group meetings. The plan was adopted after pro­
longed discussion by a vote of fifty-two to twenty-one. It 
has been modified from time to time, but, on the whole, has 
continued throughout to be a source of strength to the State 
Association.loo 

The system as adopted in 1897 provided for nine groups 
having their own officers, and holding their own meetings. 
It seems to have early proved successful, since in the Rresi­
dent'8 address of 1900 the general scheme was commended. 
The number of groups was subsequently increased from 
nine to sixteen, but in 1905 this was reduced to eleven-the 
present number.,ol The Association by-laws prescribe that 
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each group shall hold at least one meeting each year. One 
of these meetings, known as the annual meeting, must be 
held not later than May 31st of each year. What may be the 
practiae in regard to other meetings is not clear from the 
records, but in the annual report of the convention of the 
State Association, reports of these annual group meetings 
are included. The sessions last only one day and are usually 
devoted to practieal discussions. 

Group offiaers include a chairman, a secretary, a treas­
urer, and an executive committee composed of one repre­
sentative from each county in the district. Group chair­
men are chosen for two years--the odd numbered groups 
electing in the odd year and the even numbered in the even 
year. The group chairmen with the four officers elected by 
the State Association constitute the Council of Administra­
tion of the State AssociatiOn.IOI 

The county association is a new unit of organization 
which is being developed by the Association. IIi. his report 
in 1917 the Secretary describes the success of the county 
associations already formed and urges an extension of this 
type of organization. He stated that before the county de­
pository associations were formed to help float the Liberty 
bond issues, there were only two such associations in the 
State-the Ida County Bankers Association and the Dela­
ware County Bankers Association. The Secretary also 
called attention to the following purposes for which a county 
organization should be maintained: to analyze the banking 
business in that county and mutually determine what in­
terest shall be paid on time deposits, and also what rate 
shall be asked on loans; to exchange methods that have 
proved practical in reducing the cost of operation; to create 
a complete credit file for the county; to make an arrange­
ment for a county clearing house; and even to give attention 
to the question of proper help.loa 

In 1918 the Secretary reported the formation of five or 
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six additional county bankers associations. At the annual 
convention a resolution was passed commending these or­
ganizations in the following language: "it is the sense of 
this convention that the county shall constitute the unit in 
Bankers Conventions, in creating fellowship among bank­
ers, efficiency in banking methods, establishing credit files 
and such other things essential and beneficial to better bank­
ing in Iowa." The resolution then urged the formation of 
county associations and commended the bankers in the coun­
ties already organized. A year later the Secretary reported 
that there were only sixteen counties without associations 
already organized or in process of organization and in 1921 
all of the counties were reported as having county banken 
associations.804 

RELATIONS WITH THE AlolEBICAN BANXEBB ABBOCIATION . 

In the earlier years of the Iowa Association considerable 
dissatisfaction was manifested with the American Bankers 
Association. It was charged that that organization was 
dominated by eastern men and was unresponsive to the 
needs of Iowa banken. At the State convention held in 
1897 the formation of a national association of banken to 
represent the State associations was discussed; and it was 
voted to send delegates to a preliminary meeting, if one 
were held. It was generally felt, however, that the two or­
ganizations would not be antagonistic, and delegates should 
be sent to each.8011 

Nothing of importance appears to have come from the 
movement for a second national organization of bankers. 
The relationship between the American Bankers Associa­
tion and the Iowa Bankers Association was gradually im­
proved through closer cooperation and through the fact 
that Iowans, or former residents of the State, became prom­
inent in the councils of the American Bankers Association. 

The position of President of the national Association was 
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held by George Reynolds and Arthur Reynolds, both looked 
upon as Iowa men, and in their offioial position they did 
muoh to promote more cordial feelings. As a result, the 
bankers in Iowa have enthusiastioally supported the Amer­
ican Bankers Association in recent years. At the annual 
State convention, a meeting of the Iowa members of the 
American Bankers Association is held. In Maroh, 1920, 
there were nearly 1100 Iowa members in the American 
Bankers Association. The Iowa members at the convention 
elect certain Iowa officers of the American Bankers Associa­
tion. These are a vice president for the State of Iowa, SD: 
members of the executive council, a member of the nom­
inating committee and an alternate, and vice presidents for 
the trust company section, the savings bank seotion, the 
national bank seotion, and the State bank section. 10. 

The present organization of the Iowa bankers, therefore, 
begins with the county as the unit of organization, next 
comes the group or district, then the State Association, 
and finally the American Bankers Association. 

AOTIYH'1B8 ON BElIALI' OF KEKBEB8 

In addition to the advantages the Association offers ita 
members for an interchange of ideas, discussion, personal 
acquain·tanceship, molding of correct policies, and the stimu­
lating influence of personal contact at the conventions, there 
are certain specifio advantages which come to member banks 
even when attendance at the convention is impossible. 
Among these special activities carried on in behalf of the 
members are the protective work, the time lock expert, the 
insurance department, the legislative committee, and the 
legal aid. 

Protective Service :-The protective work was inaugu­
rated by a resolution of the 1897 convention. In any case 
where a member bank has been defrauded, burglarized, or 
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robbed, the secretary is to be notified at once and the assist­
ance of the Association will be given in detective work and 
legal proceedings. The Association now retains the services 
of the Wm. J. Burns international detective agency, whose 
Iowa representative has an office in Des Moines near the 
office of the secretary. Each year he has reported a con­
siderable number of forgeries, fraudulent checks and notes, 
burglarizations, and hold-ups. 

In June, 1920, seven successful and four unsuccessful 
bank burglarizations or hold-ups were reported. To cheek 
thia wave of crime a new department was established in 
August in coOperation with the State, R. C. Saunders, a 
special agent from the Governor's office, being in charge. 
The Burns Agency is now used primarily in ferreting out 
forgeries and fraudulent checks and notes and the new de­
partment for apprehending bank robbers. The plan also 
provides for a vigilance committee of not less than four men 
in every town where there is a bank. These men are depu­
tized under the county sheriff and provided with arms and 
ammunition secured from the War Department by the 
county bankers associations. 

In order to further protect the banks each county bankers 
association was asked to subscribe $1000 for the apprehen­
sion of bank burglars operating in the county. The re­
sponse of the county associations has been one hundred per 
cent and some counties exceeded their $1000 quota. As soon 
as the local vigilance committee was organized the banks 
were supplied with a red window card bearing the caption 
"$1000 reward" and warning would-be bank burglars to 
beware. Special rewards have also been offered to tele­
phone operators for giving prompt notification to the 
sheriff and vigilance committee. 

The officers of the Iowa Bankers Association sought to 
further strengthen their protective work by assisting in the 
drafting and passage of a bill creating a new criminal bu-
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reau under the Attorney General's office. The plan outlined 
by the Association's officers contemplated employing a 
finger print expert and a handwriting expert. It was also 
hoped to secure duplicate finger print files for all county 
sheriffs' offioes and also for the chief of police in cities of 
over 20,000 population. The law passed was much more 
general in form, but authorized the bureau to provide an 
adequate system of criminal identification. Apparently 
specifio plans may now be developed at the disoretion of the 
Attorney General. 

The Assooiation has already paid liberal rewards for the 
apprehension of criminals. About 1902 John Sundblad was 
killed in the attempt to arrest safe-blowers who tried to loot 
the Greenville bank in Clay County. His family was left in 
straightened circumstances. By voluntary subscriptions the 
bankers of Iowa raised a fund of $4740.50 to olear his home­
stead and provide for his wife and ohildren. This fund was 
administered by trustees elected by the Iowa Bankers As­
sociation, and reports were made on it for several years. In 
1906 the trustees reported that nothing had been paid to the 
family for about two years, that Mrs. Sundblad had remar­
ried, and that the plan was to save the money for the edu­
cation of the Sundblad boys. In 1917 when the Assooiation 
voted to turn over the fund to be used for this purpose, the 
report of the trustees showed a balance of $6472.61. 

On March 30, 1921, a second law enforoing offioer, J. K. 
Myers, was killed by bandits who attempted to rob the First 
N atlonal Bank ~f Stuart. A memorial fund was immedi­
ately authorized by the Counoil of Administration of the 
Association. The county bankers associations were each re­
quested to subscribe $50, from which fund the widow of Mr. 
Myers is to be paid a life income of $50 per month. On July 
8, 1921, the Seoretary reported SUbscriptions received from 
sixty-five counties. 

As a preventive measure the mutual assistance and 

, 
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greater efficiency in prosecutions which is secured through 
cooperation has unquestionably deterred criminals from 
acting against member banks. The willingness of the bank­
ers to do all in their power for the families of men who have 
lost their lives in their service has perhaps made officers 
more vigilant in apprehending criminals. Before the more 
recent developments in protective service the Iowa repre­
sentative of the Wm. J. Burns detective agency in comment­
ing on the comparative freedom of Iowa banks from bur­
glarizations said: "It is no' out of the way, I am sure, to 
lay the majority of this record to the constant vigilance 
which has been maintained by this Protective Department, 
by the circularizations which have emanated from your 
State Secretary's office, and by the splendid co-operation 
that has been extended to your department by the sheriffs 
and police." The Protective· Department under Mr. Saun­
ders, aided by his staff and the local vigilance committees, 
has already given unusually satisfactory results. During 
the fiscal year ending June 1, 1921, twenty-two bank robbers 
were apprehended. Information was in the hands of the de­
partment which it was believed would secure the conviction 
of men implicated in fifteen other robberies. When all 
phases of the new plan are fully in operation its results 
may be expected to be even more significant.BOT 

Time Lock E!qJert :-A second activity carried on by the 
Association for the member banks is the employment of a 
time lock: expert to clean and repair time locks. At the 1904 
convention a committee appointed by the executive council 
to look into the cleaning and repairing of time locks re­
ported that the charges were "unreasonable and exorbi­
tant". They stated further that the charges were very 
irregular and that in their opinion the members acting to­
gether as an Association could save sixty per cent. As a 
result of this report J. W. Loyer was employed to clean time 
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locka for the members at $6 each. One dollar of the fee was 
sent to the Secretary to serve as a guarantee fund. The 
Association then guaranteed that if a banker had a lock-out 
caused by any fault of the time lock, bolt work, or automatic 
not working properly it would pay for the damages sus­
tained from the money in the hands of the Secretary. In the 
report for 1906 the reduction in cost is estimated at from $4 
to $9 per lock. 

Mr. Loyer's work was satisfactory, but considerable com­
plaint arose over his dilatory methods. He was unable to 
handle the work alone and unwilling to employ an assistant. 
As a result he resigned in the fall of 1911, and a five year 
contract was made with F. E. Davenport and Company of 
Omaha. Banks individually make contracts with the com­
pany, but at a standard rate and with the guarantee of the 
Iowa Bankers Association, which in tum is protected by a 
surety company bond. In 1918 the time -lock committee re­
ported that there were 730 contracts in force and that the 
work was entirely satisfactory. A saving of twenty-five per 
cent in cost with ample protection against lock-outs wu 
cited as a reason for urging more members to take advan­
tage of the F. E. Davenport and Company contract.101 

luu,.ance Department :-A third activity of the Associa­
tion on behalf of its members is the provision for fidelity and 
burglary insurance. As a result of dissatisfaction on the 
part of members with the rates on fidelity and burglary in­
surance, a committee was appointed to investigate the ad­
vantages of having a contract made by the Association on 
behalf of its members. This committee reported to the 1906 
convention a provisional contract with the National Surety 
Company of New York. The agreement provided that the 
Secretary of the Iowa Bankers Association act as agent for 
the company to get insurance for members of the Associa­
tion. The Association was not asked to guarantee any fixed 
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amount of business nor to become responsible for the col­
lection of premiums, but merely to agree to make a thorough 
canvass of members and to accept no other agency. The 
contract would grant the Association commissions on the 
business written. No member would be obligated to use the 
company. 

The contract was not accepted by the Association at this 
time; but in the President's address in the following year, 
the adoption of the plan which had been rejected. in 1906 was 
strongly urged. When the committee report was again 
called up it was acted upon favorably. The only mocllilca­
tion on the above contract was that one-half of the commis­
sion received by the Association on each premium would be 
returned at the end of the fiscal year to the bank or banker 
from whence it originally came. This granting of a rebate 
is now forbidden under the State insurance law, so that 
member banks do not get a lower rate on insurance written 
through the Association. The influence of the bankers asso­
ciations--State and national-has, however, been of dis­
tinct advantage in securing better terms from insurance 
companies. 

The insurance work of the Association has grown to be an 
important feature and a source of considerable revenue. In 
1910 the insurance in force was: burglary $1,880,000, and 
fidelity $850,000. One argument then advanced in favor of 
a permanent Secretary was to increase the revenue from 
commissions. There has been a marked increase in the 
amount of business done, due either to natural growth or to 
the Association's having a man free to develop business. In 
1910 the revenue for insurance was $1842, in 1918 it was 
$5164, and in 1921 it was $12,495. This revenue alone prac­
tically covers the salary of the secretary and the expenses of 
his office. The funds received from this source, however, 
are primarily intended to maintain the protective depart­
ment.so• 
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Legislative Committee:-A fourth activity undertaken on 
behalf of the banking interests of the State is that repre­
sented by the legislative committee-a committee which baa 
been especially active during the years when the biennial 
session of the legislature is held. At such times a program 
of legislation applicable to the banking conditions in Iowa 
is carefully drawn up in conference with the State Banking 
Department and is urged for passage in the legislature. 
This program is very broad, giving attention to the three 
classes of banks under State supervision-State and savings 
banks and trust companies. Protective measures dealing 
with criminal operations against banks are also supported. 
In addition the committee advocates measures which do not 
relate specifically to banking but in which Iowa bankers 
have an interest. 

Among the general bills supported by the legislative com­
mittee in 1917 were a county agent bill, a road patrol bill, 
and a bill relating to bulk sales of merchandise. 

In 1919 the various measures prepared for introduction 
in the legislature included: a bill to amend the present blue 
sky law; a bill to empower the Superintendent of Banking 
to decline to issue certificates of authority for any banks 
that do not meet certain requirements and to prohibit the 
establishment of new private banks; a bill to make uniform 
the reserve requirements of State and savings banks; a bill 
to make $25,000 the minimum capitalization of savings 
banks; a bill to authorize banks to make and execute bank­
ers' acceptances; a bill to prohibit the secret assignment of 
accounts; and a bill to provide more examiners, clerks, and 
fees for the State Banking Department. 

In addition to the legislative activities of the committee 
at the sessions of the State legislature, an effort has been 
made to follow banking legislation which is being considered 
by Congress. This work is carried on primarily by the 
American Bankers Association and is supported by the 
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Iowa committee. In the years 1917 and 1918 the passage of 
bills creating the War Finance Corporation and the Capital 
Issues Committee received their support. The committee 
supported an amendment to the Federal reserve clearing 
system, which would permit member banks to charge on 
cheeks cleared through the Federal reserve banks. It pro­
tested vigorously before Congress against the personal 
credits act, against the excess profits tax, and against the 
guarantee of deposits not exceeding $5000 in national 
banks.slo 

Opinions may be expected to differ as to the merits of 
certain proposed measures, but any fair-minded examina­
tion of the legislative program of the Iowa bankers must 
lead to the conclusion that the general tone of their influence 
is sound and in the public interest. Conservative as a class 
the bankers always have been; at times, doubtless, they have 
worked in their own selfish interest. Often, however, they 
have supported bills which would not bring them any special 
advantages. In every case the program represents the ma­
jority opinion of the bankers and is, therefore, not the work 
of any small clique . 

. Legal Department :-A fifth service the Association ren­
ders for its members is the matter of legal advice. For a 
number of years the Association retained an attorney for 
the benefit of the members. Since January, 1920, two at­
torneys have been retained. Questions may be submitted 
to them upon any point" all the way from those referring to 
the administration of estates to the assessment of taxation 
of bank stock and to what constitutes negotiable notes". 
After a recent decision of the Supreme Court regarding 
what constituted a negotiable note, the Secretary obtained 
an opinion from the attorney upon a note form which would 
meet all of the conditions. An Association bulletin contain­
ing the information was issued and sent out to all members 
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without charge. During the year 1917-1918 an income tax 
attorney was also retained who looked after inquiries of 
member banks at a nominal cost. The legal department 
may also represent the Association in the prosecution of 
bank robbers when county attorneys or other officers re­
quest assistance.811 

ACTIVITIES FOB THE GENERAL PUBLIC WELFARE 

In addition to the activities of the Association on behalf 
of its members, there are standing committees maintained to 
work for the general publio welfare. The work of the Asso­
oiation in support of agrioulture, commerce, and good roads 
has already been discussed in connection with the relations 
of the bank to the community. The Association has carried 
on propaganda for wider use of trade acceptances; it has 
promoted education and training for banking, especially by 
endorsing the work being carried on by the School of Com­
merce of the State University of Iowa and through the In­
stitute of Banking, an agency fostered by the Ameriean 
Bankers Association.811 

From a small unrepresentative group of less than one 
hundred bankers, the Iowa Association has grown in tbirty­
five years into an organization of nearly 2000 members with 
an inftuenee commensurate with the importance of the busi­
ness represented. Working out in the open for its own in­
terests and those of its patrons' it has done much to dispel 
the suspioion formerly held for banking by the mass of the 
people. By its definite contribution in service to its mem-

. bers it bas won to the Association almost one hundred per 
cent of the Iowa bankers. 
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l' The D&Dle Loeo-foco 11'&1 almost univenally applied to the Democratic 
party by its opponents in Iowa during the forties when the Bank question 
11'&1 the absorbing political iaue. The tsrm originated at a political con­
ftntion of the New York Democrats held in Tammany Hall in 1835. There 
had been a sharp split in the party over the question of banta and monopoli811 
in general. At an aeiting moment in the meeting all the lights were 0:­

tinguiahed; but the anti-monopolists, who had anticipated that lOme ooh 
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of .the party were dubbed Loeo-focoe. At fint an epithet of contempt, the 
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I8Ild'. A BofliJbook 01 United 8tatu Political Bvtory, p. 175. 
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nIOfDa Capital Beporler (Iowa City), Kay 10, 1845. 

IT TM I01lIG 8tafliJard (Iowa City), April 6, 1843. 
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JlU.ted 8tatu 8tat.tu at Large, Vol. V, p. 198. 

II Low of tile Territory of WiIcotYi", 1886-1888, No.7, sees. I, 2, 3, ~, 
SIp. 87,28,29; U.ted 8tatu 8tat.tu at Large, VoL V, p. 198. 

II Law of tile Tllf'ritory of WilCOMiA, 1886-1888, No.7, sees. 5,11, pp_ 29,31. 

I'Loa of tile Tllf'ritory of WiIcotYi", 1886-1888, No.7, sees. 5, 7, 8, 13, H, 
pp. 29, 30, 32, 3f. 

U Laa of tile Tllf'ritory of WuCOMiA, 1886-18/J8, No.7, sees. f, 9, 19, 20, 
pp. 28, 30, 31, 33, 3f; U"ited 8tatu 8tatvtu at Large, VoL V, p. 198. 

18 Dewer'. 8tate BaUit&g Before tile CifIR War, pp. 63-73. 

IT Merritt'. Tile Barl1/ Hiltory of BtmWAg '" Iowa, pp. 8, 9. 

IIJOUf'fUJI of tile Houe of Beprue.tati17u of tile Tllf'ritorr of W~ 
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JVilCOMiA, 1837-1838, pp. 101-105, 123, 378-381. 
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TI.A.dtJr ... of tM mrflctor. of tAe lliMr.' Batik of Dub~ to tM People 
olIOfDG in BSfIOIdiflfl DOCUfIWftw, 29th Congrelll, 1st 8euion, Vol VIII, pp. 
1228-1232. 
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lO.Tt1tIII'fI4l of 'M Howe of Btlp'UtItltatWu, 1842-1843, p. 1U; 2'M I".,. 
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1914), Vol. I, p. 2515. 

liT DClUY B11tJ1ling B6porler (Iowa City), May 28, August 20, 28, September 
12,1856. 

U8.An account of banting in Cedar Rapids, by Dr. B. D. Carpenter, bI. 
Brewer and Wick's Htnory of Li"n Cou"ty, IOfDCI, pp. 435-440. 

The firm of Greene and Weare evidently did not survive long for John El7 
-18 the partnership was soon dissolved; "its aJrairs were liquidated and the 
partners were engaged for severa1Ye&r. bI. _Ying what could be realized from 
the wreek".-Address of John B. Ely, Coe College Founders' Day, December 
3, 1914-

lit Parker'. IOfDCI ,d. It I, In 1865, pp. 262,264. 

110 .Andrews'. PioIltJer, 01 Pol1e Cou"ty, IOfDtJ, Vol. I, pp. 56, 57, 69. 

111 Hartman'. HtnOf'y of Blcac1& HClwk Cowty, IOfDCI, Vol. I, pp. 215, 247. 

111 Burrell'. HiltOf'J 01 W'CI81a\ng'on County, IOfDCI, Vol I, p. 368; Parker'. 
IOfDCI ,d, I' I, In 1856, p. 263. 

113 Field and Reed'. Htnory 01 PotMWClttlJtll1tJ Cowty, IotDCI, Vol. I, pp. 19, 
29. 

m TM Biou: City JotIIr'I&G1., December 27, 1905; TM Biou: City TrihM, 
August 11, 1907. 

111 ProcetJ4i1lg. of tM Becond ,d""tICIl Con11tJ1ltioll of '1ae IOfDCI BeaMer. ,d.­
.ociCJtioll, 1888, p. 10; Bherman'. BClrZy BCI"""" in 1000CI in ,dnllClZ8 01 10fDCl 
(Third Series), VoL V, p. 2. 

1 •• .An account of banking in Cedar Rapids, by Dr. B. D. Carpenter, bI. 
Brewer and Wick'. Htnory of .un" County, IOfDCI, pp. 4315·440; T1ae Biou: City 
TribvlltJ, August 11, 1907. 
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liT Sherman's BGrI, BIIftk\", ." IOfI1a in "'"ul1 0110f11G (Third 8erieI), VoL 
V, pp.I, 3. 

III DoU, BtIetH", Jleporltlf' (Iowa Citr), August 10, 28, 1856. 

11'DaiI, BVeMAg JleporltIf' (Iowa Citr), If&7 28, August 10, 28, September 
12, ISH. 

160 Daa, BtIetHtIf JUporf«' (Iowa Citr), Ka;, as, August 20, as, September 
11, ISH; n. B40M C'" TrihM, August 11, 1907. 

Ul 8hermaa's BGrI, BallWllg ." 10t110 ill "'"ul1 0110t110 (Third 8erieI), VoL 
V, P. 8. 

UI8hermaa's BGrI, BtJRlriftg ,,, lot1HJ in"'lIt&CIlI ollot1HJ (Third 8erieI), VoL 
V, p. I et eeq. 

UI Burrell's HVtorr 01 WGll..,tOll Cont"IotIHJ, Vol I, p. 388. 

1 •• White's Jl",... and BGIIWIIg (Fifth Edition), pp. 316-319. 

I. ADdren's PiotIHr. 01 Polk Cont" lot1HJ, Vol I, p. 57. 

u, J>ewe;r's BtaH BGIIWIIg Be/ore tAe C'''" WGr, p. 100 et eeq. 

167 A1IDUII"S Lead.., Bl1eRW '" JoluOII Cont, IOtI1O HVtor!/, VoL I, ppo 
'"""7. 

161 8hermaa's BGrI, BGIIWIIg ,,, 10000a in "'"Mla ollOf11a (Third Sari_), VoL 
V, p. I et eeq. 

1" l'rtJMedi",. 01 tAe BHeRtl ... ""tIGl CORVeRtiOll 01 tAe 10000a B/JtIUn ....... 
• ooCcatiOII, 1893, p. 77. 

II. Bollel's n. 11'~ Hiriorr 01 tM U"iHeI Btatu IroJA 1789-1860. 
P. 511. 

111 Hepburn's ... HVtorr 01 CwrrltC!l ,,, tM URiled Bla"', p. 86. 

111 Bollee's n. 1I'MIoftoiGl HVtor!/ 01 tM URiW Bto'" IrOlA 1789-1860, 
p. 1511. 

111 Parker's 10f11G .... It 1. I" 1855, p. 264; Sherman's Bar', BalllriAg .. 
10t110 iIl ... "ulI 0110t110 (Third Sariee), Vol V, p. 3. 

lULaw 01 tAe Ttlf'ritorr 01 NebrGll1ea, 18155, title page and pp. 55, 225, 80, 
1150, 347, 348. 

1.1 L&tbrop's BOfIWI 10t110 Bcmk Hiriorr in the 10t110 HutoriccllJUoord, VoL 
XIII, p. 59. 

1 •• Low 01 tM Ttlf'ritorr 01 Nebra1ea, 18155-1858, pp. 177, 178, 102, 203, 
108, 109, 1M, 885, 130. 

liT Brewer and 'Wiek's HVtorr 01 Lt"" Cont" IotIHJ, p. fa9. 

1 •• Law 01 tM Ttlf'ritorr 01 Nebra1ea, 1855-18156, pp. 177, 178. 

II. BtGH Dnaoorat (Davenport), JUDe 23, 18156, .. quoted in the 10t110 Cit, 
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BepubUcca", Julr S, 1868; adY8l'tiaement in the Daily Bvtmiftg Repor1er (Iowa 
Cit,,), September 12, 1858. 

180 Lathrop'. BOfM IOfI1G Balik Bi8forg in the IotDtJ Birioricol JUoortJ, Vol. 
XIII, p. 59. 

181 AdY8l'tiaement of Hatch Brothers in the IOfDo Weekly BepvblicG" (Iowa 
Citr), Febroar;y 23, 1859. 

18. TA. Bi8forg of the 'wn Nottotaol BaM i" tM U.ted B10tu, pp. 19·23. 

lea Andrews'. PioMer, of Polk COUtlty, IOfI1G, VoL I, p. 57. 

1 .. Lathrop'. BOfNI IOfI1G Bo"k Bilforr in the IOfDG Bilforicol Reoord, Vol. 
Dll, pp. 59, 80. 

1 .. LatH of the Territorr of Nebf'Gllko, 1867, p. 131. 

188 La"" of tAe Territorr of NtJbrGlM, 1855-1868, pp. 37-40. 

18' La"" of the Territory of NtJbrGl", 1857, pp. 143,145. 

181,A"""" of IOfI1G (Third Seri8l), Vol. V, pp. 52·55. 

1 .. IOfDO WtJtJkly Bepublicatl (Iowa Cit;y), February 23, 1869. 

170 BhermaD.'. BMly BcaMitlg '" IOfDo in ,A"",", of IOfDG (Third Seriee), VoL 
V, faciDg p. 10; Andrews' • .PiotttJer, of Polk Cov"ty, IOfDo, VoL I, p. 2M. 

171 Tarbell 17. A. J. Bteveu" Co., 7 Iowa 183. 

171 BpriDger'. Bilforr of LoWo Cov"ty, IOfDG, Vol. I, facing p. 48. 

lTi A11I1l8r'. LHiJ",U Bvtmfl '" Johtl107l COUtlty IOfDo Biriorr, Vol. I, pp. 
140, 141. 

174 TA. DtJbotu of the co",m.ttotaol C07l17tmtiotl of the BtottJ of IOfDo, 1857, 
VoL I, pp. 355-358. 

17& T1atJ Bilforr of tA. 'wn Nattotaol Bag i" t1ltJ U"'ted Btotu, pp. 18, 19. 

ITS Price'. T1atJ BtattJ Bag of IOfDG in ,A"",", of IOfI1G (Third Series), Vol. I, 
pp. 270, 271. 

17T Lathrop'. BOfNI IOtDtJ BaM Bilforr in the IOfDo Bilforicol Beoord, VoL 
XIII, p. 80. 

ITS Bamp181 are on ahibltioll in the Iowa Kucmic IJibr&r1, Oedar Rapids, 
Iowa. 

171 Dewer'. ,iaataeial Bilforr of the U"Ued Btatu, p. 283. 

110 Brewer and Wick'. Bvtorr 01 Li"" COUtlty, IOfDo, p. 439; T1ItJ Bilforr 
of tAe ,irn Nattotaol Bag i" t1ltJ Ufri.ed Btotu, p.23. 

111 T1ItJ Hvtorr of tAe 'w,t Nattotaol Ba,,1e i" t1ltJ U"tted Bta'u, pp. 18-23. 

111 Gue'8 Bilforr of IOfDa, Vol. I, pp. 35.'., 354. 

I 
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CRAPTEBV 

III Shambaugh'. HVtor, 01 tM Coutit.Uou oIIOfI1G, pp. 330, 333. 

116 Shambaugh'. lleutJfU and P,oclGmGtiou 01 tM Govrt"M1f" 01 IotINI, 
VoL I, pp. ~6, "'""7, W, ,66. 

1 .. Shambaugh'. HVtorr 01 tM Couti"'tioM 01 10fl1G, p. 335. 

1 .. Shambaugh'. HVtor, 01 1M CouUt.tioM oIIOfI1G, p. 337. 

lIT KeU1aiD'. TM Coutit.tSotlGl Cotltletdilm and 'M I .... B"or, It, pp. 1', 
40; Shambaugh'. HVtor1l of 'M Coutit.'ioM of IOtDo, p. 339. 

III JOW'ItIIl of til CoutittlfSotlGl Cotltllft'iIm, 1857, pp. 93·95. 

11'TM Debow of ,he CoutiCtItioftGl Cotltllfttilm of tM Btot, 0110fl1G, 1857, 
Vol I, pp. 393,405. 

1" JOW'ItIIl 01 tAe CoutitvtSotlGl Cotltllfttilm, 1857, pp. 93·95. 

III TM D,botu of ,he Coutit.,SotIGl Cotltllfttilm of tM Bto', of 10fl1G, 1857, 
VoL I, pp. 345·348, 373·377, 387, 388. 

181 J ouf'1l4l 01 tAe COMfft.tSotlGl Cotltllfttilm, 1857, p. 158. 

ttl Jounwd 01 ,he Couti"'tSotlGl Cotltllft'iotl, 1857, pp. 238, 239, 267, 289, 
171·278. 

18' TAe Debotu of tM CotlaUt.,SotIGl Cotltllfttiotl of tAe Bto', olIotDG, 1857, 
VoL II, p. 786. 

I" Jourt&G1. of tM Coutit.,SotIGl COfttllfttiotl, 1857, pp. 875·278. 

1 .. Coutit.tiotl of IOfI1G, 1857, Art. VilI, II8CII. 5·11. 

lIT Shambaugh'l JleuGf/u and ProckltnatioM of 'M Governor. 01 IOfIIG, 
VoL II, p. 45. 

1111 Jourt&G1. of ,he Houae of BepruIft'a"tlu, 1858, pp. 227, 587. 

1111 Jourt&G1. of ,he Smate, 1858, pp. 508·510. 

100 Shambaugh'. JleuGf/u and Prockltnatiotla of ,he Govrt"M1f'. 01 IOfIIG, 
V'!L II, pp. 20',205. 

101 Law. ollOtDa, 1870, eh. 25. 

JOI Law. of IOtDa, 1858, eh. 114, II8CII. 7,20. 

loa Law. of IOtDa, 1858, eh. 114, see. 30. 

10' Jourt&G1. of the HouatJ of BeprueA'ati1:u, 1858, pp. 535,536. 

101 Low. of Iowa, 1858, ch. 114, seel. 11, 30, 31. 

Joe Law. ollOtDa, 1858, eh. 114, II8CII. 10, 22, 25, 26, 44. 

20T Law of Iowa, 1858, eh. 114, sees. 1, 3, 5, 16, 17, 18, 20, 21, 23, 35. 

208 Law. of IOtDa, 1858, ch. 114, II8CII. 15, 16, 28, 29, 30. 
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lOtI Leato. of lOtI/a, 1858, ell. 11~, IIIIC!I. ~1, ~3. 

110 JotmIGl of the HOUtI of Be"..,.,.tatwu, 1M8, p. 517. 

t11 Lea.,. of lOtI/a, 1M8, ell. 11" I8C. 1; J t1fIIftIJl of the HOllIe of BtlprUftta­
Ci1lu, 1858, p. 537. 

til La.,. of lOtI/a, 1858, ell. 114 IIIIC!I. 33, 36; Jt1fIIftIJl of the BflAGte, 1858, p. 
491; Leato. of 10t0G, 1858, ell. 114, IIIIC!I. 33, 36, 37, 39. 

11. JotmIGl of t1ae HOllIe of Be".utlfttaCitlu, 1858, pp. 587, 588. 

11' JouNUJl of t1ae BflAGte, 1860, p. 36. 

111 JO'Uf'ftGl of t1ae BflAGte, 1880, pp. 677·679. 

218 Leato. of the United Btatu COftCfIf'fli"l1 JlOMf/, BaMiftg, LoaM, 1778·1909, 
in 8t1ftGte DODtIfIWlftfB, 61at Congreae, 2nd Session, VoL XXXIII, p. 362; Lotoa 
of lOtI/a, 1870, ell. 25. 

ClIAPTEBVI 

111 Dewey'. Btate BaftIriAg Before the Citlil War, pp. 3340; Dowrie '. The 
Detlelopm8Rt 0/ BaMing '" nlin0i8, 1817·186~, in the Un'tlersity 0/ lllin0i8 
Bttldw in the Bocial 8ciencu, VoL II, No.4, pp. 22, 27; SUIIlDer' ..... History 
0/ Ban1cing '" t1ae United 8tatu, pp. 330, 333, 411, 439, in .... History 0/ Bailk­
"'g '" .AU the Leading Nationa, VoL I; Huntington' ..... Hutory 0/ Bailk'ng 
and CUfTtIftC1/ in Ohio Be/ore the Citlil War in the Ohio .ArcAatlological and 
Historical Quarterly, VoL XXIV, No.3, p. 481. 

III COtiftifution of 10t0G, 1857, Art. VIII, IIIIC!I. 4-12. 

I1tJotmIGl of the BflAGte, 1858, pp. 174, 419; JovrTUIl 0/ the HOllIe of Rep­
rutlfttatillu, 1858, pp. 227, 600. The bill waa introdueed on February 8th and 
~~theHOOMoo~l2th. 

110 Shambaugh'. MtI88agu and Proclamations 0/ the Governor. of 10t0G, 
Vol II, p. 2~ 

121 Leaw. o/IOtl/a, 1858, ell. 87, I8C. 51. 

III Lato. of 10t0G, 1858, ell. 87, IIIIC!I. 51-55 • 

• 11 Eaare1'. Btate Banking in Indiana, 1811-187~, in the Indiana University 
BftItlw, Vol I, No. 15, pp. 251, 255. 

II' Huntington'. .... HVCory 0/ Bankiftg and CwrtlftC1l '" Ohio Before t1ae 
C,tIil War in the Ohio .... rcAatlological and Historical Quarterl" VoL XXIV, 
No.3, pp. 424, 425. 

III Huntington' • .A Historr 0/ Ban1cing and CtlfTtIftC1/ in Ohio Be/ore the 
Citlil War in the Ohio .ArcAatlologioal and Hutorical Quarterl" VoL XXIV, 
No.3, p. 385. 

III Gue'.Hiatorr o/IOtl/a, VoL IV, p. 171. 
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117 Jt1WI'7I4l of UN 8flft4U, 1868, pp. 3M, 356, 382, 3M-367, 371, 377, 378-

III Clark'i 8C1tR.1 Jt1f"dtJIA Kwtwood, pp. a, 47, 48. 

III! LatrM of IOfDG, 1868, ob. 87, .... 2, 51. 

II. Low of IOfDG, 18158, ob. 87, I8C. G. 

111 LatrM of IOfDG, 1868,. 87, eeea. 3, 11. 

III LatrM of Iowa, 1868, ob. 87, eeea. 2, 19,49. 

III JOfIIII'ftIM of tu 8tJft4te, 18158, p. 374. 

II'LatrM of IOfDG, 1868, ob. 87, eeea. 18, 21, 42, 48, 49. 

1II~'1 8Mte B~ Before tu cwa Wor, pp.117-1SO. 

ta8 LotN of Ioca, 1868, • 87, eeea. 20, 22, 42. 

lIT Low of IOfDG, 1858,.87, eeea. 23, 26, 28,34. 

II. LatrM ofIOfDG, 1858, ob. 87, eeea. 24-17. 

III Low of IOfDG, 1868,. 87, eeea. 13, 32, 315 • 

... ~'I 8tate BGtIWeg Before tu CtvR Wor, pp. 126-136 • 

.. 1 Low of Iowa, 1868, • 87, .... 3, 315 • 

.. I Low of IOfDG, 1868,.87, .... 28, 37 • 

... LotH of Iowa, 1868, • 87, .... 9, 26, 28, 38. 

au Becord of the Board of Directors in the BeoortII of tu COta~ 
(lD&Ilucript volume), pp. 53, 98. 

I .. Low of Iowa, 1858, ob. 87, I8C. 23 • 

... Low of IOfDG, 1868, ob. 87, I8C. 28 • 

.. , BuntiDgtoD'l ..t BVtOf"1l of BtmlMg Gt&CI CwTetaer in 0,. Before tM 
cwa War in the 0A40 ..trcAaeoZogioal Gt&CI BVtoricGl q-wrZ!I, VoL XXIV, No. 
S, pp. 42S-4S6 • 

... Low of IOfDG, 1858, ob. 87, II8CL 7, 8, 12, 13 • 

... Becord of the Board of Directors in the BeoortII of t1ae C0ta1lriaatotler. 
(lD&Ilucript volume), pp. 162, 182, 188, 201. 

I"Low of Iowa, 1858, .-87, .... 9, 31. 

III Becord of the Board of Directors in the Beoor'fM of tu c"'~. 
(lD&Ilucript volume), pp. 287,276. 

III Law of 1 oco, 1868, • 87, II8CL 9, 13; J t1WI'7I4l of t1ae 8ffAtJte, 1868, pp. 
M7, 481; Jov.t'fttJ1, of t1ae Boue of BeprUfmMtillu, 1868, p. 594. 

II. Low of loco, 1858, eh. 87, aec. 9. 

lit Becord of the Board of Direeton in the Beoor'fM of t1ae COIIIMiuioMr. 
(manucript volume), p. Sl. 
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.'IOfIIG W"",d, BeJNbI~ (Iowa O1t,), Jan1l&1Y 5, 1859. 

lie Bee Sherman'. TM S'a'" BaRk olIOtDa in A"taaZI 01 Io.,a (Third Beriea), 
VoL V, pp. 93·116 • 

• , La.,. olIOtDa, 1858, ch. 87, sec. 6. 

IIIiPriee'. TM S'a'" BaRk olIOtDa in A"taaZI olIOtDa (Third Beriea), VoL 
I, P. 27~ 

II. Becord of the Board of Directors in the BecoriJB 01 'M COIM'iuioMr. 
(manUlCript volume), pp. 132, 144, 150, et aeq • 

• 0 BeooriJB 01 'M ComtRiuioMr. (manWlCJ'ipt volume), pp. 1, 2. 

lei Beoordl of 'M ComtRiuioMr. (manWlCJ'ipt volume), pp. 3, 4, 6-8, 15. 

2I.BecoriJB 01 fM ComtRiuioMr. (manU8Cript volume), pp. 12·19. 

Of the eight toWJlll chOll8D, four-Muscatine, Keokuk, Dubuque, and DaV8D' 
port-were Killlliaaippi River towna. Iowa Cit, had been the ear17 capital, 
Des Moines was then the capital. Ollkalooaa is located. in Mahaska Countr, 
and Mount Pleasant in Henry County. The population of the cities at the 
C8IUIWI of 1854 ranged from 1306 for Mount Pleasant to 6634 for Dubuque. 
Burlington, then the largest citr in the State, was not admitted. until the fol· 
lowing year. The western halt of the State and the northern part, with the 
ezeeption of Dubuque on the lIiaaiaaippi JUver, were not repreaented.-IOtDa 
HiltoricGl alld COtRparafitl" Ceuu, 1886·1880, Table LXXXII. 

II. Becord of the Board of Directors in the BecoriJB 01 'M COtRtRiuioMr. 
(manWlCJ'ipt volume), pp. 52, 65, 67, 94, 118, 164, 265. 

Ie, :Beeord of the Board of Directors in the BeooriJB 01 'M COtRtRiuioMr. 
(manUlCript volume), pp. 19·25. 

IIIi Becord of the Board of Directors in the BeooriJB 01 'M ComtRiuioMr. 
(manWlCJ'ipt volume), pp. 22, 32, 120. 

lee Becord of the Board of Directors in the BecoriJB 01 'M ComtRiuioMr. 
(manUlCript volume), pp. 26, 29, 232. 

II' Price'. TM Stat" BaRk 01 IOtDa in A",,"Y of IOtDa (Third Beries), Vol 
I, p. 284. 

Ie. Becord of the Board of Directors in the BecoriJB 01 tM ComtRiuioMr. 
(manUlCript volume), pp. 27·29. 

II. Becord of the Board of Directors in the BeooriJB 01 tM Commiuioner. 
(manWlCJ'ipt volume), pp. 27, 306. 

ITO Becord of the Board of Directors in the BecoriJB 01 tM COtRmiuioMr. 
(manUlCript volume), pp. 150, 159. 

171 Law. o/IOtDa, 1858, ch. 87, 118C. 4; Record of the Board of Directors in 
the B"coriJB 01 tM COtRtRiuioMr. (manU8Cript volume), pp. 207, 223, 245. 
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ITI Record of the Board of Directors in the BeOOf'tk of tile Comaiuioura 
(manuacript volume), pp. 42, 43, 99; Cif'cWGtioll BegVtlJf' of tile IOfIIa 00. 
BraftCA of tu Btate Bank of IotDa (manwrcript) in the pGIIII8IIIIion of The 
State Hiatoriea1 Society of Iowa. 

ITI EII&r8)"'. Btate BaAlri"D tA Illdiatwl, 1814-187~, in the ItlditJ_ U"itlfJrftty 
BtvcUu, VoL I, No. lIS, p. 261. 

IT. Record of the Board of Direetors in the BecoriJB of tM Com.~. 
(JUIluacript volume), pp. 34, 91, 97, 197-199. 

ITI Record of the Board of Directors in the IltJCOf'tk of tM Com.~. 
(JUIlucript volume), pp. 122·131 • 

• Te Record of the Board of Director. in the BecoriJB of tM COMa~. 
(manuacript volume), pp. 147, 148, 21S8, 277. 

ITT Record of the Board of Directors in the IltJCOf'tk 01 tU COMM~. 
(manucript volume), pp. 98, 11S3, 179, 231. 

ITI Pollock '. Btate ,.iMftCfj. ita IOfIIa During tile C'vil W' ar in Tu IOfIIG 
Jt1fIIftIJl 01 BvtOf'1l alld Politicl, VoL XVI, pp. 1S1S·107. Bee eepecia111 pp. 71-73. 

ITt Lathrop '. Boae IOtDa BGRk BiltOf'1l in the IOtDtJ BiitorictJl BecortJ, VoL 
XIII, p. 63 • 

• 10 Pollock '. Btate ,.iMftCe. '" I OtDa Duri"l1 tile C'vil W' or in XU IOWG 
JOtM'fItJl of BiltOf'1l atld Pollticl, VoL XVI, p. 100. 

III Quoted in the IOfIIa City Be",bZica" (Weeki,.), September 6, 18615. 

IIIIotIHJ City BeJltlbZtccm (Weekl1), March 2, 1864 • 

• 11 Bietmtaz Beporl of tM .dtltlitor of Btate, 18159, p. 16, 1861, p. 18, 1863, 
p.21 • 

• 1. Shambaugh'. Jieuagu aM ProcZamatiolli of 1M GofJIWftor. 01 IotIHJ, 
Vol n, pp. 168, 169. 

III Record of the Board of Directors in the BecoriJB 01 1M Comm~ 
(manucript volume), pp. 207, 208, 214, 224-226, 228, 233. For reeord of IUit 
againIt the Bank, the author eoJllUlted Hammond'. IOfIIO lXgut, Vol n, 
(1860·1866) covering the Supreme Court C8II8I. 

II. Record of the Board of Directors in the BecoriJB 01 tile COMa"""', 
(manuacript volume), p. 77. 

liT Record of the Board of Directors in the BecoriJB of tu CoaaiuiotNrl 
(JUIlwrcript volume), pp. 78, 81, 165. Bee aleo Konde'. BCIIIltAg '" IOWA 
1867-1874 for data on depreeiation of baDk notaL 

III LatDI olIOtDa, 1858, ch. 87, II8C. 30 • 

• It Shambaugh'. Jie.agel alld ProcZamatiou of tu GofJIWftor. 01 IOfIIO, 
,VoL n, p. 167. 
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180 Shambaugh'. JLeuagu aM P,.oclatRa1ioft1 of 1M GOf1M'ftOf'. of IOfDG, 
VoL il, p. 274; Law. of IOWJa, 1862, cb. 17, II8C. 2. 

Ul Shambaugh'. JLaaagu OM p,.oclamalioftl of tM GOf1M'ftOf'. of IOWJG, 
VoL II, p. 324; Law of IowtJ, 1864, eh. 43, II8C. 1 • 

• 2 Andrews'. Pioneer. of Polk COVAt" Iowa, VoL I, pp. 57, 58; interview 
with H. J. Wienicke at Iowa Citr. 

IN Law. of Iowa, 1864, cb. 53; Gue'. Hutorg of IOWJa, VoL il, pp. 105-107; 
TlN lluCG1ine .TotmWJl was quoted in opposition and supported by the Ioeo 
City BepublwA (Weekly), April 6, 1864. 

., Hepburn' • .d Hutorg of C.,.,.tmCfI in tlN Untied Btat., pp. 808-311; 
Law of 1M UAited Btat. Corw:emiftg llOM1j, BaA'ki,Ag, OM LoaM, 1778-1909, 
in Benate DOOIIfMftt.9, 611t Congrea, 2nd 8esIion, VoL xXDrr, p. 362 • 

• 8. Beeord of the Board of Directors in the BeooriJa of tM CotntniNtotNr. 
(manU8Cl'ipt volume), pp. 240, 248 • 

•• Law. of tlN UMted Btatu COflC6'f'Atflg llOMJ, Btm1riflg, tJfld LoaM, 1778-
1909, in Benate DOOIIfMftt.9, 611t Congrelll, 2nd 8euion, VoL XXXUI, pp.328, 
329. 

lilT Beeord of the Board of Directors in the Beconk of tM Comtlriuioft.er. 
(manU8Cl'ipt volume), p. 285; Iowa City BepvblwA (Weekly), November 30, 
1864 • 

••• Beeord of the Board of Directors in the BecoriJa of 1lN Com.iuioMr. 
(manUllCript volume), pp. 291-295. 

I .. Beeord of the Board of Directors in the BeooriJa of 1M CotntniuioMr. 
(manU8Cl'ipt volume), pp. 298, 299. 

aoo Beeord of the Board of Directors in the BecoriJa of tM Com.iuioMr. 
(manU8Cl'ipt volume), pp. 303, 304. 

aOl Beeord of the Board of Directors in the BecoriJa of tlN CotntniuioMr. 
(manUllCript volume), p. 308. 

lOt Circvlatiofl BegVter of IlN IOWJG City B,.GftCh of tM Btate Bau of IOWJG 
(manU8Cl'ipt) in po8I8IIion of the State HiItorieal Boeietr. 

aoa Beeord of the Board of Directors in the BecoriJa of tM Comtlriuioft.er. 
(manU8Cl'ipt volume), p. 291; Antrobus'. Hutorg of De. JloW&u COVAty, IOWJtJ, 
VoL I, p. 358; IOWJa City BepvblwA (Weekly), April 12, 1865; Andrews'. 
~er. of Polk COVAl" Iowa, Vol I, p. 58; Burrell'. HVtorg of W'aahtflg­
foR COVAt" IOWJa, VoL I, p. 371; Boberts and Moorehead'. HVtorg of Lee 
COVAly, IOWJG, p. 2M; Sherman'. TM Btate Bau of Iowa in .dAM" of IOtDG 
(Third Series), Vol V, p. 109; Beoord of Pf'OCHdiAg., B,.GftCh of fM Btaf. 
BaA1e of IOWJa at IOtDG City (manU8Cl'ipt volume), pp. 152, 153. 

IN Sherman'. TlN Btate BaA1e of IOtDG in .dftAtJZI of IOtDG (Third Series), 
VoL V, pp. ll2-ll5; IOWJa Ctty Be,.bl4ccm (Weekly), February 22, 1860, 
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Febru&r7 20, 1861, July 23, 1862, Deeember 23, 1863, April 20, 18M, January 
18, April 27, 1885. 

101 JO'IInIGl 01 tM StlfWJU, 1858, pp. 367, 380. 

101 Record of the Board of Directors in the Ilecor~ 01 tM C_iNiotIer. 
(manlUlCript volume), pp. 109, 249, 253. 

lOT Record of the Board of Directors in the Ilecor~ 01 Ihe C_iuioAer. 
(manWlCript volume), pp. 111, 137·139, 160, 169, 178, 183, 194, 217, 229, M1, 
244, 256, 271, 280, 290, 301. 

1011lecord 01 the ProceedVAg., B,./JIICA 01 the Stole Bonk 01 1000o 01 1_ 
C"r (manWlCript volume), p. 153. 

lot Hepburn'. '" HinOf'1/ 01 CtII'mIC1J '" the Umted Slotu, p. 204 • 

• 1. Half of the total capital of the State BaDlt of Indiana WIllI owned by 
the State. The baDlt went into liquidation at the apiration of ita charter in 
1859. ' 'The state of Indiana realized a net proflt of ~,500,OOO-Over and 
above the interest paid on the baDlt bonde-from the baDlt during the twenty· 
be yean of ita exiatence."-White'. llOU1J ond Bofllring (Fifth Edition), 
p.336. 

The State Bank of Ohio WIllI "highly meeeeaful."-White'. Jitlftq aRd 
BGfIlMg (Fifth Edition), p. S44. 

The State BaDlt of Illinois began operations in July. 1821. The main of­
Ice WIllI located at Vandalia; branch. were established at EdwardniDe, 
Shawneetown, Palmyra, and Brownaville. It WIllI entirely owned by the State. 
After an unaueeeaful existence ita aJrain were 4nally wound up about 1835. 
The 1011 to the State was about "60,000; the 1011 to individuals WIllI mueh 
more.-Dowrie '. The Developeftt 01 Bonking 'n IUinoV, 1817·186~, in the 
IUinoia Um"eraitr Sludiu '" 1M SooiGl Sciencu, VoL II, No.4, 1913, pp. 27, 
30,57,58; Knox'. Hutiwr 01 Bonki", 'n ,he United S'otu, p. 718 • 

• 11 Ea.rey'. Stote BtJnkitIg '" ItwIttJRca, IB14·187~, in the InditJno U~r S,."'., VoL I, No. 15, pp. 283, 2M, 288·296 • 

• 11 Price'. TM Stote Bonk of Iowa in Annor. of 1000o (Third Series), VoL I, 
p.293. 

CHAPTEBVII 

.11 Barnett '. SIo'e Bonb ond Tt"UIt Com,on"'. S,_ 1M Pouoge of 1M 
Notionor·Bonk Act in Senole Docvmenta, 61at Congress, 3rd 8easion, VoL II, 
p.ll. 

lIt Davia'. The Origin of 1M Nolionor Banking SylJtem in Senote Doc. 
menta, 6lat Congress, 2nd 8eaaion, VoL XXXV, pp. 1,30-33. 

811 Davie'. TM Origin of the Notionor Bonking SylJtem in Senote Doc. 
ment., 6lat Congress, 2nd Bellllion, VoL XXXV, pp. 11, 14. 
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III Dewey'. Fit&GftciGlllmor, of tM Ufrited Statu, p. 322. 

IlT Davia'. XM Origift of tM National Bankitag BlI""'" in StmGte Docu­
tnftW, 61at Congreu, 2nd Seaaion, VoL XXXV, pp. 67-82, .101. 

III La",. of tM Ufrited Statu CO'IlCtmI.iftg MOfl61/, BaAlriRf/, aM Loa"", 1778-
1909, in BtmGte Documnt., 61at Congreaa, 2nd 8eaaion, VoL XXXIII, pp. 330-
362; White'. JiOfl6l1 aM BaAlriRf/ (Fifth Edition), p. 351. 

118 BWfOf'1/ of tM Fir" National BCiU ift tM U"lftJd State., pp. 31-48; 
BaAker.' Magan"", VoL XVIII, p. 84 (Jul;y, 1863). 

120 IOtDa C"1I Republica" (Weekl;y), Jul;y15, 1863, Januar;y 27, 1864. 

821 XM Nort1&tDufIml BaMer, June, 1914, p. 18; Report of tM BeDr'etGrJI of 
tM XreG1Ur71 (Finance Report), 1863, pp. 49, 60; Annual Beport of tM Comp­
troller of tM C"mmcg, 1916, VoL II, p. 379. 

Itt Davia'. XM Origi" of tM National B~ BlI""'" in BtmGte Docu­
tnftt., 61at Congreu, 2nd 8eaaion, VoL XXXV, pp. 95, 96. 

III A""ual Report of tM Comptroller of tM CvrrlmC'Jl, 1917, Vol. II, pp. 124, 
125. 

lit Pollock'. State FiuACU i" IOtDa D1I.riAg tM Ci"" W or in XM IotIHI. 
JOW'fI4l of llwtOf'1/ aM Pol"w, Vol XVI, p. 106; llwtOf'1/ of tM Fw" Na­
tionGI BaM in tM Ufrited Btatu, p. 40; IOtDa C"lI Repvblican (WeeId;y). 
Februar;y 8, 18~. 

I. Report of tM S6Dr'etGrJI of tM XreGftW1/ (Finance Report), 1876, pp. 
185,134. 

ate BWtmW Report of tM Avd'tor of Btate, 1875, pp. 13-15, 87-90. 

lIT Barnett '. Btate BatlkB and Xrvn CompaMe8 BiftCfI tM PtJUtIof/e of tM 
NattoAGl-BCiU Aef in BtmGte Docutnftw, 61at Congreu, 3rd Beeeion, Vol II, 
facing p. 150 • 

.. I Barnett'. State BatlkB aM Xrvst Compa,"" SiftCfI tM Pae.age of tM 
National-BaM Aef in StmGte DocutnfttB, 61at Congreee, 3rd 8eaaion, Vol. II, 
p.I06. 

118 Barnett'. Btate BanA aM Xrvst Companw BiftCfI tM PGUage of tM 
NationGl-BaM Aef in StmGte Docutnlmte, 61at Congreu, 3rd Beeei.on, Vol. II, 
p.1L 

110 LavJ8 of IOtDG, 1870, ch. 25. 

all ~ of 1860, II8C. 1636. This law was chapter 129 of the lawe paeeed 
in 1860. 

IIIAWI6riocm Btatvte LGtD, Vol. II, eec. 9500, p. 572, quoted in Barnett'. 
State BaAA otuJ Xrvn Compa"w St.ftCfI tM Pae.age of tM N ational-BCiU Act 
in BtmGte DOCUtnfttB, 61at Congreu, 3rd Beeei.on, Vol. II, p. 11 • 

.. a The Iowa DepartmeRt of Banldng baa no statements on file which were 

26 
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made to the auditor before 1873.-Kanuacript letter from Mrs. Sarah G. French, 
Legal Clerk, dated August 11, 1919. 

I .. According to a manuacript letter to the State lIiatorieal Boeiety, dated 
July 26, 1918, and signed by E. C. Youngstrom, Beeorder of Des Moines 
County, the articles of incorporation of the Des Moines County Savings Bank 
are found of record in Mortgage Volume No. 10, at p. 309. The articles of the 
Kerehants Inauranee Company and Burlington Savinga Bank are recorded ill 
Kortgage Volume No.9, at p. 802. The recorder states that the articles eon­
tain eeventeen long paragraphs each and that he was therefore unable to give 
any further information coneerning them. 

The original information eoneeming them was found in Antrobus's HVtory 
of Du .KoiftU COUAty, Iowa, p. 357. Mr. Antrobus states that he aeeured all 
of his information eoneeming them, including the date of incorporation, from 
the recorda of the county recorder. 

IU HinOf1/ of the Firat NatioAoJ Bank in the United Btatu, p. 39 • 

.. I Roberts and Moorehead'. Hwtory of Lee COUAty, I01I1a, p. 254. 

liT Downer's Hinory of DatJ6fl.port and Bcoff County, I01I1a, Vol I, p. 759 • 

... Lato. of Iowa, 1870, ch. 172, eees. 2, 11. 

110 Cef18U8 of Iowa, 1905, pp. e, ei. 

140 Bimtrial Beport of the .duditor of Btate, 1873, pp. 80, 61, 101-104, 1875, 
pp. 13-15, 87-90. 

Itt Code of 1878, eees. 1570-1576; Pollock's HwtOf1/ of BCOftOtIlw LegVlG­
'HotI. in IowtJ, p. 188. 

Itt Shambaugh's .Keaagu and Proclamatiofl.B of the GOtJemor. of ICWJG, 
Vol m, p. 379 • 

... Shambaugh's .Keaagu and Proclamatiofl.B of the GotJemor. of ICWJG, 
Vol IV, pp. 55,83-86 • 

••• Law of IowtJ, 1874, ch. 80. 

I .. Bitlfl.nW Beport of the .duditor of Btate, 1875, pp. 13-15, 87-90. 

CHAPTER vm 

... Hepburn' • .d Hinory of CUfT6fI.C1/ in the United Btatu, p. 321 • 

.. , Bi6fl.fl.W Beport of the .duditor of Btate, 1875, pp. 13, 14 • 

... Hepburn's .d Hinory of CUfT6fI.C1/ 'n the United Btatu, pp. 306-320. 

I •• Beport of the Comptroller of the CUfT6f!.C1/, 1917, Vol. IT, pp. 36, 351. 

850 Haynes'8 Third Party .KotJ6m6fl.tB, pp. 124, 125, 141, 167. 

111 Noyes's Hwtory of the NatioAoJ-Ba,," CtM'f'6f!.C1/ in BeftlJte Doct&_ta, 
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61at Congreaa, 2nd Session, Vol xn, p. 11; Bepor1 01 '1ae Com,troller of '1ae 
Cvrrmcy, 1916, Vol. II, p. 154. 

In BeJ'Of1 of t1ae Com,troller of t1ae CUf'f'mcy, 1882, p. 19. 

8n BeJ'Of1 of t1ae Com,troller of the Cvrrency, 1890, p. 41. 

1&, BeJ'Of1 01 the Com,troller of the CUf'f'mcy, 1916, Vol. II, p. 379. 

11111 Dewey'a Financial H"tOf'1/ of the United 8tatu, pp. 468-473; La",. 01 
the United Btatu COftC6f'fting Money, Ba'AkiftU, and LoaM, 1778-1909, in Benate 
Documenta, 61at Congreaa, 2nd Session, Vol XXXIII, pp. 446-448. 

1118 Biennial BefJOrl of t1ae Auditor of Btate, 1901, p. 251. 

lIT Be,ort of the Com,troller of the CUf'f'mcy, 1920, Vol II, p. 318. 

1111 Biennial BefHJrl of t1ae Auditor of Btat., 1875, pp. 14, 15, 1883, pp. 89, 
90; Pollock'a H"tory of EcOIIOfIlIc LegiBZatioll in IOVJa, p. 188. 

IIID La",. 01 IOVJa, 1880, eh& 153, 208_ 

110 La",. of IOVJa, 1886, ch. 72. 

881 La"" of Io",a, 1894, cbs. 29, 30. 

112 Cod. of 1897, BeC8. 1863, 1864, 1866, 1867, 1882,1889. 

III La",. of Iowa, 1902, ch. 76. 

IS' Law. of Iowa, 1907, ch. 91. 

lSI La"" of IOVJa, 1913, cha. 151, 152, 1915, chs. 13, 121. 

88S La",. of IOVJa, 1917, ch. 189. 

1ST La",. of IOVJa, 1919, ch. 67. 

IS. La"" olIOVJa, 1919, ch. 319. 

all Barnett 'a Btat. BanA and T,.",t Companies Bince t1ae Pauag. 01 'Ae 
National-Bank Act in Benat. Document., 61at Congreaa, 3rd Session, Vol. II, 
p.222. 

ITO B"cial Beport from the Baftkl of t1ae United Btate. (April 28, 1909) in 
Benate Document., 61at Congreaa, 2nd Session, No. 225, pp. 13, 14-

aT1 Annual Beport of the Becretary 01 t1ae Treasury, 1917, p. 627. 

IT2 La",. of IOVJa, 1874, eh. 60, see. 9. 

111 Biennial BefJOrl of the Auditor of Btate, 1901, pp. 252, 253. 

ITt Bu"Zement to B"cial BeJ'Of1 from t1ae Baftkl of t1ae United Btatu (April 
28, 1909) in Benat. Document., 61at Congreaa, 2nd Session, No. 225, Pt. II, 
p.85. 

aTIl Law. of IOVJa, 1874, ch. 60, lee. 10, 1906, eh. 78, 1913, ch. 149, 1911, 
eh. 364. 

8TS Code of 1897, ch. 10, sec. 1860. 
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ITT LotN 01 I0VJ4, 1915, ch. 107; ProctJeam(p 01 ,lie T1IIn'y .... ,A A •• tIIII 
CntlA""" 01 ,lie 101110 BoUer, AuociGtiott, 1915, p. 29. 

I" LGWI 01 IOWG, 1917, ch. 189. 

ITt LotN 01 IOWG, 1919, ch. 319. 

110 LotN olIOWG, 1900, ch. 87, 1901, ch. 187, 1913, ch. 151. 

III LotN 01 IOWG, 1894, ch. 29, 1900, ch. 87, 1917, ch. S18. 

III LotN 01 IOWG, 1917, ch. 357; Prooudiftg, of tlle TAiny-fir" A •• tIIII COf&­
tin""" of,lIe IOWG BGUer' AuociGtiott, 1917, p. 158. 

III CotM 01 1897, IIIC. 1870; LotN of IOWG, 1901, ch. 76, 1915, ch. 77. 

I" Lo1ll' of IOWG, 1888, ch. 89; CotM 01 1897, ch. 10, IIIC. 1845; Lo1ll' of IOfIIG, 
1913, ch. 150, 1917, ch. 238, 1921, ch. 70. 

IIIB"tliGl1lqorl of ,lie Awlitor of Btote, 1918, Table No.4; 1lqorl of 
tlle Comptroller 01 tlle CwrtmC'Jl, 1918, pp. 570-581. 

The Iowa Naticmal Bank of Dee Kome. with total 1'8IIOuroee of *10,825,4M 
led the uticmal bub and wu the II8CODd largeet bank in the Btate. 

III CotM 01 1897, IIIC. 1889. 

liT Bp«Ml1lqorl frtIfA ,lie BoUt of tlle UtlitetJ B'otu (April 18, 1909) in 
BAGte DootIIItftu, 81at Cougre., 2nd 8euion, No. 225, p. 18; Bietl.icJl Report 
01 tile Adtor 01 BCote, 1918, Pt. m, p. 3. 

I .. Lo1l/l of IOWG, 1900, ch. 88, 1904, ch. 85. 

lit LotN 01 IOWG, 1913, ch. 151; ProctJeamg, of tlle T1IInt,-IetlfttA A •• tIIII 
Cntlft""" of tlle 101110. BoUer, AuociGtiott, 1913, pp. 102-109. 

Ito LotN of IOWG, 1915, ch. 121. 

Itl From 1877 to 1909 the figures were compiled for the National Monetary 
CollUlliaion from. the BODlaDI'. Bo.Mer,' AltItGtlGC and ita eontinuatiOIUl. Bar­
nett'. Bto.te BGtlu aM Trult Compcmta Bince tlle PGllGfle of tlle No.timwJl-. 
B_" Act in BAGte DootIIItftt" 81at Congreaa, 3rd 8euion, Vol II, faeing p. 
150. From 1909 to 1920 the data have been obtained from. Band, lIcNaIl7 
and Company'. BGUer,' Directorg. 

Wherever pGIIible the atatiatica have been checked by reporta of the Btate 
.Auditor, the Iowa Banker. Auoeiation, the Governor'. meuagea, or other 
IIOU!08I from. which information may be obtained. There ill lOJDe variation 
shown but the author'. opinion ill that the error ill amall.-8hambaugh'. Jiu­
IIJf/U Gtlt.I ProolcmwJtiottI 01 tlle GOtlemor, of 101110., Vol VI, p. 154; B ... icJl 
1lqorl of tlle Awlstor 01 Bto.te, 1918, pp. 8, 7. 

I •• Bhambaugh'. Jieao.gtll Gtlt.I ProolcmwJtiotu 01 ,lie GotIenwr, of Iowo, 
Vol IV, p. 384; B"tlicJl Report of tlle Awlitor of Bto.te, 1877, p. 18, 1879, 
pp. 18, 17. 
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IDa Bw-w Ihport of flu Atldilor of StGte, 1881, pp. 14:, 15; Shambaugh '. 
Jleuagu GAd ProclGtRGtiou of tlu Gotlemor. of 1000a, Vol V, p. 172. 

IU BiftflWIhport of tlu Atlditor of Btate, 1885, p. 135. 

IDI BiftflW Report of tlu Atldttor of State, 1905, pp. W, Dv. 

1M Proceediflg. of flu Fourth AtMWGl COANt&tiotl of flu lotlHl Bau".. A.-
6OCiGtiotl, 1890. 

I" Prouediflg. of flu Fifth Aflflual COA"eAtiotl of tlu lotlHl Bo.ftJ&er. A.-
6OCiGtiotl, 1891, pp. GO-59. . 

.11. Prouediflg. of tlu Xtl/eAty...,h AUual COANt&tiotl of tlu 1000a BoMer. 
Aaocio.fiotl, 1912, pp. 24, 25. 

IDIIJoumal of tlu SetlGte, 1915, p. 178; Prouediflg. of tlu nW111-l'rn A ... · 
MGI COA"eAtiotl of flu 1000a Bauer. Aaooio,tiotl, 1917, p. 158 • 

• 00 Barnett'l State BGfl7e.t GAd Xf'Ulf ComJHJtliu B"," tlu Paaage of tlu 
NatioMl-Bau Aet in SetlGte DocufMtlu, 811t Congreaa, 3rd 8eaaion, Vol 11, 
pp. 213-219; Band, KeN ally and Company'l Bo.ftJ&er,' DirHlory, January, 
1919, p. 15. 

601 La.,. of 10tDG, 1919, elL. 238. In this cliacuuion we have 11II8d the term 
•• private bank" to mean •• those who, without being iDaorporated carry on 
the buain811 of banking." See Barnett'l BtGU Batl7e.t Gftd Xf'UIt COIItJlGtlW 
S'flOe flu Po.ao.ge of tlu NGtiotIGI-Bau Act in BetlGfe DOfttIIftu, 81at Con­
pea, 3rd 8eui.on, Vol II, p. 10. 

In the Iowa statute the language 11II8d in deflDing private banb for the 
PurpG1811 of the act is as follows: • • any inclividual, partnenhip, or uniDeor­
porated &IIIOCiation, or corporation other than DatiODal banking &IIIOCiatiODa, 
not subject to the supervision or examination of the banking department." 

601 SpeciGlIhport frOllt flu BaMB of flu U.ted Statu (April 28, 1909) in 
SetlGfe DOCUfIWmU, 81at Conpea, hd 8eaaion, No. 225, p. 28 • 

• 08 1Uporl of tlu ComptroUer of tlu CwrfttC1/, 1918, Vol. I, pp. 112, 113 • 

... Proueditlg' of flu XMrl1l-fourfh AflMGI COA"eAtiotl of flu 10tDG Bo.ftJ&er, 
Aaooio.tiotl, 1920, p. 312 • 

• 01 Band, McNally and Company'. BGuer,' Directory, January 1921, p. 8; 
FederoJ BuenJe Bulletifl, June, 1920, p. M4. 

... Ihport of tlu Com,troUer of tlu CvrrfttC1/, 1918, Vol. I, pp. 112, 113 • 

• 01 Data for the DatiODal banta, 1883-1919, were taken from the 1Uporl of 
tlu Com,troUer of flu CvrrfttC1/, Vol II, 1919, pp. 317, 318; data on State 
Banb, 1877-1909, are taken from Barnett'l StGte Batl7e.t aAd Xf'UIt CompaMu 
S"'" tlu Po.ao.ge of tlu NGtiotIGI-BGtIk Aet in SetlGU DocutnetatB, 81at Con­
pea, 3rd 8euion, VoL II, table facing p. 2'8; all othere are taken from the 
B""tHoJ JlqorU of tlu AtId'tor of State and the BifttrioJ Report of tlu s.",.­
"'~t of Bo.ftJ&iflg, 1918; the statiatiea for the savings bankl were all taken 
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from. the Bktt,,1al ReporU of 'M Auditor of StG'e and the BkttRIal Beport of 
1M Suf'Mi",etwleftt of BGfI1ring, 1918; the State Auditor'. report for 1885, 
p. 101, lives continuous atatistiea, 1875-1895; the record of the State and _y­
inp bub combined is found in the BieMiGl Report of 1M Auditor of S,ate, 
1885, p. 104, and in the Bkttnlal Report of 'M Superin'etwleftt of BG",,.,,, 
1918, p. 17, where the combined record for each year ainee 1891 is to be found; 
trust company atatistiea are taken from the biennial reports of the Auditor 
of State for the year. 1908-1916 and for the years 1917-1918 from the B .. 
eft,,",l Report of tM Superi"tetwleft, of BG"kifll/, 1918; .tati8tiea of private 
banb, 1877-1909, are from Barnett'. StGte BGm:. Gnd xrwt Com.fHI"iu Si_ 
1M Pauage of 'M NG,ioftGl.BGM Aot in StmG'e DOCVIIIe1ltl, 61at Congreaa, 3rd 
Beuion, VoL II, facing p. 250. (Thele were compiled originally from Bo­
mans'. BGMtI'r.' AlmGf&GC.) From 1909-1919 the private bank record WILl 

compiled from the January number of Band, McNally and Company'. BGY­
n.' Direotory for each year. 

t08 Bkttnlal Beport of tM Auditor of StGte, 1895, p. 204:; B~ Beport 
of tM Superintende"t of BG"kifll/, 1918, p. 17; AbltrGoti of ReporU of eM 
Conditioft of IOtDG SGvin9' Ba,,", StGte Bam:. and Xrwt Com.fHIRiu, June 30, 
1919. 

t08 Su"letJwmt to Special Report from 'M Bam:. of 'M U,,"ed Statu 
(April 28, 1909) in Senate DOOIMMtltl, 61at Co~ 2nd Beuion, No. 225, Pt. 
II, pp. 83-89. 

no Brigham '. lliltory of Du Jloinu and Polk COUll'"~ IOtDG, VoL I, p. 54:0. 

tll Downer'. llil,ory of Da.,eftport Gnd Scoff Couatll, IOtDG, VoL I, p. 758; 
manUllCript letter from L. K. Ashley, Auiatant Cashier of the Firat NatioDal 
Bank of Sioux City, dated July 21, 1920. 

'11 Brewer and Wick'a llil,ory of Un" COUA'" IOtDa, pp. 4:4:2, 4:4:3. 

UI Band, McNally and Company'. BaMtI'r.' Direotory liated Cedar Rapids, 
Davenport, Des Moines, Dubuque, Estherville, Muon City, M118C&tine, Osage, 
Siou City, and Waterloo. A list of towns having clearing hou.a, supplied 
by Frank Warner, Secretary of the Iowa Bankers .Aaaoeiation, included onlT 
part of the towns given in the Di.rectory but added Clinton, Council BId., 
and Fort Dodge to the list. Iowa City was not included in either list but u­
changes made by the banks of the city are regularly reported in the annual 
reports of the Comptroller of the Curreney.-Band, McNally and Company'. 
Banktl'r.' Directory, January, 1919, p. 24:; manuseript letter from Frank War­
ner dated September 4, 1918. 

ti'lolanUllCript letter from W. J. Gilpin, manager New York Clearing BoWl8, 
dated July 20, 1920; Report of 'M Comp'roUtw of tM Curr6RC1/, 1919, VoL U. 
p. 830,1920, VoL II, pp •. 851-853. 

til XM Northwe.ttl'rtl Banktl'r, December, 1907, p. 31; Sprague's lliltory of 
Crilu Undtw'M NG'ional Bankifll/ SlIltem in Senate DocumeAtI, 61at CoDgreee, 
Iud Beaaion, Vol. XXV, pp. 4:34-4:59. 
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nl Interview with Frank Warner, Dee Moines, Iowa, July 16, 1921; Bepor1 
of tlte Comptroller of tlte Cvrref&C1l, 1920, VoL II, pp. 128, 129. 

The First National BaDlt of Ida Grove wall formerly in voluntary liquida­
tion. The First National BaDlt of Siou City wall restored to solvency. 

61T Bifttriol RfJPort of tlte .Auditor of StatfJ, 1893, p. 8d, 1895, P. 8, 1897, 
p. 10, 1899, p. 201, 1901, p. D, 1916, Pt. III, p. 3; Bift"W RfJport of tM 
Supert"tmcJnf of Ba""'''g, 1918, pp. 5-17; Prot:efJili"g, of flte Bightlt .A""uaZ 
COft17fJRfioll of tM Iowa Btm1&fJr' .A"ooiafioll, 1894, pp. 9, 48; PrOMfJilillg. of 
flte TWfJRty-fow1lt .A,,1luaZ COft17fJfttioll of tlte IOfDa Btm1&fJr. Aaooiafioll, 1910, 
p. 71; TIte Nortlawmem BaHfJr, January 1905, p. 13; letter from the De­
partment of Banking, July 21, 1921. 

nl ProceetBtlg' of tlte Bightlt .A,,1luaZ COft17fJftfioll of tlte Iowa Btm1&fJr • .A.­
IOeiatioll, 1894, p. 46. 

no TlafJ Nortlawmem Ba"ker, January, 1905, p. 13; interview with Frank 
Warner, Dee Moines, Iowa, July 16, 1921. 

tlO Bi4!""W Report of tM .Auditor of Sfate, 1916, Pt. III, p. 6; BinMal 
Report of tM Supert"fmcJnf of Ba""'''g, 1918, pp. 9, 10. 

m Report of eM Comptroller of tlte C,,"ef&C1I, 1919, Vol. I, pp. 33,34, Vol. n,' 
pp. 524, 525. 

6ft Bifttriol Report of tlte SuperifttmcJnt of Batlkillg, 1918, p. 5. 

CHAPTER IX 

621 Law, of flte U,,'feil Statu CORcemi"g MOfte1/, Ba""'''g, au LoGtv, 1778· 
1909, in SfJRtJtfJ DOCtIfMIltl, 61at Congress, 2nd Session, VoL XXXIII, p. 347. 

6U Law, of fM U"iteil State, COftcemitlg MOfte1/, Ba""'''g, au LOG"', 1778-
1909, in SfJRtJte DOCtIfMIlt" 61at Congreaa, 2nd Session, VoL XXXIII, pp. 367, 
368. 

til Boldiworth'l MOReY atwI Btm1&iIlg, p. 279. 

6tl LatD, of IOfDa, 1858, ch. 114. 

tiT ReMota of 1860, II8C. 1636. 

UI The Department of Banking has no ltatements on file in the office which 
were made to the Auditor of State between the yean 1860 and 1873.-Manu­
aeript letter from lira. Sarah G. French, Legal Clerk of the Department of Bank­
ing, dated August 11, 1919 • 

... CoilfJ of 1878, BeC& 1570-1576. 

610 Bift"i/ll Report of tM .Auditor of Stau, 1873, pp. 60, 61, 101-104. 

611 Lan of Iowa, 1874, ch. 60. 

611 CoilfJ of 1897, 1MlCII. 1872-1874; Law, of IOfDa, 1921, chi. 69, 71. 
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tll~, 01 ,. B'"-f~ ..ttHMIGZ Coaeftfiola 01 'M IOfIHI BeMer' ..tl-
__ fiola, 1897, P. 94-

... BWMiGl Beporl 01 fIN ..t'""for ol8mu, 1903, p. mi. 

tI·Low 01 Iowa, 1911, ch. 83. 

til Kuaucript letter from lira. Sarah G. FreDch, Legal Clerk of the Depart­
ment of Banking, dated Aupat 11, 1919. 

tI' BiMtHGl Beporl 01" ..tud"or 01 8fau, 1899, p. X, 1903, p. zii1, 1910, p. X, 
1915, p. D; ~, 01 fIN X"'tm',,-Iovrl1l. ..t,,,,WJl CoaVtmfiola 01 'M IOfIJG 
BGtlUr' ..t1lOCiG""", 1910, p. 7f • 

•• 1 TIN D" .Koi,," Beginer, Augut 7, 1919. 

tI.Low 01 fIN United 8mf" C~ .K0M1/, BCIMitag, oad Locatu, 1778-
1909, ba 8tlflGu DOOWIIIftfl, 81at Congreee, BDd BesaiOD, Vol XXDU, pp. 35'1, 
3A, f15. 

-l'rocutJing. 01 fIN XtHtlf!l .. eOOtad ..ttHMIGZ CoaVtmfiota 01 'M IOtI1G BCIMtJrI 
..t1lOCiGfiota, 1908, pp. 89, 90. 

661I'lliJa-IXgUf 01 fIN FedtJrqJ Beunle ..tof aM ..ttlltmtltNtafi (8eeoDd Edi­
tion), pp. 42-" • 

••• Holdaworth' • .Koaer GtId BCIMitag, p. S80 • 

• tlIfIIks-IXgUf 01 fIN FedtJrqJ ButJf'fJe ..tof GtId ..tttaetWlttaftfl (8eeond Edi­
tion), p. 42. 

"'Code 01 1871, II8CL 1570-1578; BietttHGl Beporl 01 fM ..ttldifor 01 8fGU, 
1879, p. 18, 1881, p.15, 1885, p. 135, 1887, p. S; letter from W. O. Beed, Depuv 
Superbatendent of Buking, July Sl, 19S1 • 

... Low of IotDG, 1890, ch. 50 • 

... Low olIotDG, 19M, ch. 84. 

.. , Low olIOfIHI, 1908, ch. 81 • 

... Low olIOfIHI, 1909, ch. 115 • 

... Low 01 IOfIHI, 1915, ch. 313. 

tlO La"" 01 Iowa, 1917, ch. .0 • 

.. 1 La"" 01 Iowa, 1919, ch. 335; IOtI1G BaMer, ..t1lOOCGfiota BtIUfi.,. No. 489, 
Vol. XIV, April 28, 1919, p. f • 

... BWMiGl Beport 01 ,. ..tud"or 01 8tafll, 1893, p. Be; La"" 01 lotH, 181K, 
ell. 30. 

"s B"""1tJl Beport 01 fIN ..tuditor ol8mfe, 1905, p. DV; Low olIOfDG, 1901, 
ell. 80. 

fl. Letter from lira. Sarah G. French, Legal Clerk of the Department of 
BankiDg, dated Aupat 11, 1919. 
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.. , BientMol 1lqorl of ,he A_tor of 8to'e, 1883, pp. 90, 91, 1885, pp. 1315, 
138; Shambaugh'. Jieaagu ond p"ocltmIGttou of ,he Qov6f'fl,Of', of lotDG, VoL 
V, P. 331 • 

... Pollock'. Hirioty of BCOROMic LegUlaUoA '" 10tDG, p. 187 • 

• IT Shambaugh'. JifJUGgu Gnd ProclGtnG'tou of the Qov6f'fl,Of', of lotDG, VoL 
V, p. 281 • 

... ProcelHliftg, of the TtllfJA'y-liet" A_tICIZ Ccm11fJAtitm of the 10tDG B"",",,, 
AuociG~, 1912, p. U3; letter from Frank Warner, Jul:r 27,1921 • 

... LMDI of 10tDG, 1917, ch. 40. 

- The NOf't1ttD6ltem B"",",,, April, 1917, P. 115, Februar:r, 1920, p. 38 • 

.. 1 Utili of 10000G, 1917, ch. 40. 

H2 Utili of 10tDG, 1919, ch. 3315, 1921, eha. 209, 340 • 

.. I LMDI of 10tllCl, 1919, ch. 238; 101lHJ B"",",,, AuociG'itm BuUft'" No. 961, 
polO • 

... Pf'0(JfJedU&g, of ,he T1tirlY-leOOlld A8fttICIZ Ccml1fJA~ of ,he 101lHJ BoM ... , 
A~~,1918,p. 1&b 

- The Du Jioi8U Be"" ... , Jul:r, 1919; letter from Kra. Sarah G. Fnmeh, 
dated Dee )(0iDeB, September 18, 1920 • 

... It is the practice of the Comptroller to reject a eoD8iderable number 
of appUcatiODL During the :rear ending October 81, 1918, appUcatioDl for char· 
ten for 22 banb were rejected &lid 315 applicatiODl for charten were abu· 
doned.-Bef'Orl of the C~"roa... of the C.,.,,6ftC1/, 1918, VoL I, p. 63. 

HT Whitne;y'. The 011 ..... Gf' BWl III IUUIt"GW b, Condi'tou '" 101lHJ in The 
AtII6f'iccIa BOOftOIIlic BnietD, Vol VIII, pp. ""61 • 

.. I LMDI of 10tllG, 1919, ch. 1"-

ClIAPTEB X 

... 8pecial B6fIOrl ff'OfA the B",," of the Utl"ed StotA (April 28, 1909) in 
8fJ'ACIU DOCIIfMtltl, 8l1t CoDgreII, 2nd Beladon, No. SSI5, preface &lid p. 19 • 

• TO Willia'. The Fe_III Bu6f'11e, p. 38; White'. Mour Gtld BCIItkitlg (Fifth 
Edition), pp. 453-466, 1528 • 

• 11 COtlgf'~ B6«Wd, 83rd Congreu, lit 8eBaion, pp. 4894, 15129. 

U2 The Norl"tllfJltem BGM"', J&IIuar;y, 1914, p. S8. 

UI The Norllttl/fJltem BGM«, Februar:r, 19U, p. 31; Pf'0C66diftg, of ,he 
TtIIfJ'A'y.ftg"'" AtlfttlCll COtltlfJA'itm of the 10000G BGM«' A"ocWJtiOtl, 1914, pp. 38, 
37 • 

• u FIHl«III .Be.NnI6 BuUftia, Kueh, 19S0, p. 308. 
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fTlllanlUCript: letter from the Beeerve Bank Organization Committee, elated 
Karch 6, 1914-

.78 Fifth AI"'ul Reporl of the F'-oJ RNet"f1e Boord, 1918, p. 25 • 

• 77 The Federal Beeerve Act, 1JeC. 9 • 

• 7. Citiea in Iowa which have been designat;ed .. rell8rV8 cities are Cedar 
Rapids, Dee Moines, Dubuque, and Sioux City.-Reporl of the COfAptroller of 
the CtMTtmC1/, 1919, VoL I, pp. 62, 63. 

mI~·Digut of the F'-oJ BeltmHI Act CHId A~t. (8eccmd Edi· 
tion), pp. 16-19, 40, fl • 

•• 0 The Northwutem Banker, Febru&r7, 191f, p. 25 • 

•• 1 Lo"" of I OtDa, 1915, ch. 13 • 

• 11 Filth An"ul Reporl of the FedtJroJ Buer91e Boord, 1918, p. MS • 

••• Proceeding3 of the Ttoenty __ mth An"uoJ, COIl9161&tW. of the IOtDa BaUtn 
ANOcilJtiofl, 1915, pp. 75-78 • 

••• Proceedil&g3 of ,he T1Hrfieth A"","" COIl9161&tW. of the IOtDa Banker. A3-
.tociIJ'w., 1916, pp. 25-28 • 

.. I Proceeding3 of the Thirtie'h An","" COIlt16l&'W. of ,he IOtDa BoUer. A3-
30cilJ,,", 1916, pp. 95-107 • 

... Fif'h Annul Report of ,he FedtJroJ RuenJe Boord, 1918, pp. 29, 540, 
1565, 1566; 8i:eth Annul Report of the FedtJroJ RNet"f1e Boord, 1919, p. 39; 
FedtJroJ Re3er91e BtUlett", JUIle, 1921, p. 673 • 

•• 7 Proceeding3 of the ThWtie'h An"uoJ, COIl9161&tW. of the IOtDa Bauer. A3-
.0eCotw., 1916, pp. 89·94 • 

••• Fourlh AtmuoJ, Report of 'he FedtJroJ Rut1nJe Boord, 1917, p. 9 • 

... Fifth AnnuoJ, Report of the FedtJroJ Rut1nJe Boord, 1918, pp_ 22f, 225, 5f6. 

.80 Proceeding3 of the Thirty-.eCOlld AnnuoJ, COIltl6l&tiofl of the IOtDa BaUer. 
ANocCotW., 1918, pp. 92, 137-139, 140, 164-

.81 Proceeding3 of the Thirty-fhird AnnuoJ, COIl1l6l&tiOll of the IOtDa BaUer. 
AuocCotiOll, 1919, pp. 137-145; The Northwutem BanJ:;er, June, 1921, p. 42; 
Proceeding. of the Thirty-fourth AnnuoJ, COIl9161&tiOll of the Iowa Banker. A3-
30ciation, 1920, p_ 172 • 

• 82 Farm Land Valuu in Iowa, (Bulletin No. 874 iaaued by the United St;at;ea 
Department of Agriculture); Miller'. FederoJ RU61'tle Policy in The Atnerillcla 
ECOfI,OfAic Review, June, 1921, pp. 177-206; Abstracts Nos. 52-57 of the Be­
port. of ,he Bav;,ng3 Bank3, Btate BanU, and Tnm COfApllni,u of the 8tae. 
of Iowa; Bulletin of the NatiOlloJ C"y Bau of New York, December 20, 1920, 
p. 15; Report3 to the Thirty-fifth AnnuoJ, COIltientiOll of the Iowa Banker. ~,-
30eCo,iOIl, 1921, pp. 48-51; 8i:eth Anntllll Report of the FederoJ Belerve Board, 
1919, p. f08; 8e1l6l&,h AnnuoJ, Report of the Federal Re3t1nJe Boord, 1920, p. 58. 
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68. Lan olIOVJG, 1919, cha. 61,319 • 

••• KanUBCript letter from D. H. Hedrick, President of the Battle Creek 
Savings Bank, dated January 1, 1919 (statement at the cloae of bUBin_ on 
Ma,. 12, 1919); Fi/tla .dIlIlUGl Beport 01 flae FedlJ'roJ Be,erfJe Boord, 1918, p. 
543 • 

•• 1 Inda-Digut 01 flae FederoJ Be'6r11e .det GIld .dfM1ld1Mlltl (Second Edi­
tion), pp. 24, 25; FOtIirlIa .dllnuZ Beport 01 tlae FederoJ BelerfJe BOGrd, 1911, 
pp. 23, 24, 181-183; BtGte BGn'" in FederoJ Be,erfJe BlIlftl'm in BtmGte DotIfjo 
1MIItI, 66th CongreBB, 2nd SeBBion, No. 184 • 

... Pencmal interview with Mark B. Lies, repnll8Jlting the Federal :ae.n. 
Bank of Chicago, in Chicago, September 12, 1919; Fi/fla .d,,,,UGl Report ollu 
'edlJ'roJ Ba6r11e Boord, 1918, pp. 1'-11, 551-559; FederoJ BelerfJe B~, 
January, 1920, facing p. 94; BeGte BG"'" in flae FederoJ BelerfJe By"'" in 
BtmGfe DOCIIltMAtI, 66th CongreBII, 2nd ae.ion, No. 184; Preston's Tu 1' .... 
eroJ BelerfJe BG""" By,ftl'm 01 POII' CoZZeetionl in Tlae JOUf'fI.Gl 01 pozmooJ 
BCOAOmll, Jul,., 1920, pp. 15615-590; Tlae NortMoelt_ BGnl'cer, April, 1920, pp. 
31, 152, June, 1920, pp. 15, 156, 158; .dnllUGl Beport, 01 the Tlairty-I"..,A c",.. 
"Afion 01 flae IOVJG BGnlcer, .duociGtion, 1920, pp. 20, 21 • 

•• T IAdes-Digut 01 flae FederoJ Belerve .det Gnd .dmendmentl (Second Edi­
tioa), pp. 151, 153, 54 • 

••• Fi/fA .d""UGl Beport 01 tlae FederoJ Belerve BOGrd, 1918, pp. 24, 215 • 

••• lndez-Digut 01 tlae FederoJ Be,erve .det Gnd .dfM1ldmentl (Second Edi­
tion), pp. 44, 415. 

loolndez-Digelf 01 tlae FedlJ'roJ Be,erve ,.jet Gnd .dfM1ldmentl (Second Edi-
tioa), p. 23, aee. 11k. 

.11 LGtDI ollOVJG, 1915, eh. 121. 

11.8ecoAd .d"nUGl Beport 01 flae FederoJ BelerfJe Board, 1915, p. 12. 

101 Fourt1& .dnnuZ Beport 01 tlae FederoJ Belerve Boord, 1911, p. 26. 

10' Fourtl .dnnUGl Report 01 the Federal RelerfJe Board, 1911, pp. 446, 441; 
"/fA .dn"ul Report 01 tlae FederoJ Be,erfJe BOGrd, 1918, p. 510; BiztA .dllftUGl 
Report 01 the FederoJ Re,erve Boord, 1919, p. 408; BeventA ,.jnllUGl Report 01 
llae FederoJ BelerfJe BOGrd, 1920, p. 480. 

1011 Fi/fA .dnnUGl Beport 01 tlae FederoJ BelerfJe Boord, 1918, pp. 71, 262 • 

• 0. Indez·Digut 01 the FederoJ Be,erw .det and .dfM1ld1Mlltl (Second Edi­
tion), p. 40. 

lOT Indez-Digut of tlae FederGI Be,erfJe .det GIld .dmendmelltl (Second Edi­
tion), pp. 21, 28. 

1011nda-Digut of tlae FederoJ BuerfJe .det Gnd .dmndtnentl (Second Ildi­
tion), p. 26; La"" oIIOVJG, 1919, eh. 66. 
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lot Federal lIMene Act, II8C. 2'T. 

110 Prooudtr&g. 01 Ute I'.,.."""" • .d"","" COtlllm'iott of 'M IOfIJO B,..,., 
.duooiGUOtl, 1915, p. 80. 

CHAPTER XI 

111 CodlJ 011897, II8CII. 1890, 1897, 1898. 

IlIB~ 01 Ute BtnGtI 01 Labor (United Statee), 19M, VoL IX, p. 1492; 
:ao.anthal'. BtlillfiAg, LOGtl OM 80Ng' .daoo(o'iottI, pp. 13-15. 

11IB~ 01 Ute BweCN 01 Labor (United Statee), 1904, VoL IX, pp. 1491-
1494; N"" • .d1MMlGJ Beport 01 'M COIIHftWiofter 01 Labor, 1893, p. 15; .dtUri­
caa BtIilcUtIg ~ NtItIJI, Vol. XXXVIII, No. 10, October 1918, eover 
pqe. 

IUBeporl 01 Ute C~,'roUer 01 fM CwrmtJfl, 1919, VoL I, p. 206; Pro­
tJHtJU&g. 01 'M I'''''f'-/~ .dlUltlGl COtlvm,iott 01 fM U"ittld 8Mtu LeGtIw 
01 Local BWlcJ(ag oftd LOGtl .duoofG'iOtlI, 1916, P. 13; OIHo GmerCil 8tGti1-
.w, VoL n, 1916, p. 186; BimMcIl Beporl 01 'M .dtlCfi'or 01 State, 1916, Pt. 
IV, pp. 3-18. 

111 LotDI 01 IOfIJO (PubUe), 1871, chi. 30, 101. 

III LotDI 01 IOfDG, 1896, eh. ss. 
lIT BinAW Beporl 01 'M .dtlCfi'or 018Mfe, 1897, pp. 18-20,161-157. 

III N""" .d"","" Beporl 01 fM COfIlmWiofter 01 Labor, 1893, pp. 97-101; 
BimAW Beporl 01 Ute .dtICnfor 01 S'ofe, 1918, Pt. III, pp. 10, 11. 

110 N""" .d"","" Beporl 01 tM CommiaioMr 01 Labor, 1893, pp. 338, 339. 

120 Table compiled from the bieJmial reports of the Auditor of State, 1897-
1918; Beporl 01 fM C~p'roUer 01 fM Currmcy, 1919, VoL I, p. 106. 

111 N""" .d-,"" Beporl 01 'M ComtIliNioMr 01 Labor, 1893, pp. 1', 15. 

IIIBtIUema 01 fM BtnGtI 01 Labor (United Statee), 19M, VoL IX, pp. 1489, 
1500. 

III CodlJ 011891, II8C. 1890. 

I .. BimtlW Beporl 01 'M .dtlCfi'or 01 S'a'e, 1918, Pt. III, p. 3. 

III BimMCII Beporl 01 'M .dtlCfifor 01 Sta'e, 1897, pp. 15S-SM. 

III Adair'. I'M Grovn" 01 fM Btftldi"g arad LOGtl .duooiGtiotti 01 Nebra1l4 
in the Proceedif&g,ol fM IOfIJO Btftldifll aM Loa" LeGgu, 1917, pp. 75-81. 

lIT Gilmore '. BtIildiRg CHId LOGtl .daooiGfiOtll 01 tM U"iltId S"'"', 2'AIir 
U""tIlMU oftd Jliuiott in the ProoeediAg. 01 'M IOfIJO BtIildifll CHId LOGIl 
League, 1916, pp. 2S-29; JJWl1llCript letter of John L. Bleakly, elated JIUl1W'1 
U,1919. 
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.1. LeatH of 10tDG, 1896, ell. 85 • 

• 11 Lea"" of 10tDG, 1900, ell. 69 • 

• 1. CodIJ of 1897, II8CII. 1891, 1892, 1898; LcatN of 10flHJ, 1921, ell. 258 • 

• 11 BietmicIIll,porl of ",' ..4.tI4itor of BtGt" 1918, Pt. m, pp. 12, 13; N""" 
..4.AAUGlIlIporl of ,AI ComtnillioMr of Leabor, 1893, pp. 297·299 • 

• 11 Btillet'" of ,AI BwetJV of Leabor (UJlited Btates), 1904, VoL IX, pp. 1504-
1511; Haymaker'. Bome FeG_" of Bvildi"ll ..4."ocitJtioA BlIolutioA in the 
PrOOHtliAg, of ,AI 10flHJ Bvildmg GAd LoGA LeGgU, 1917, pp. 28-47 • 

• 11 KcKay'. TAl BtICltHAg GAd Loc:m .IlONlllft' '" tAl U"ited BtGt" in 
Moulton'. PriMP'" of .IlOM!l GAd BtmWAg, p. 358; Bim"t.Gl 1leporl of ,AI 
..4.tI4itor of BIG", 1918, Pt. m, pp. 7, 13. 

m N""" ..4.""UGl 1leporl of ,AI COWMAiuioIIer of Leabor, 1893, pp. 97·101 • 

• 1. Interview with F. D. Denlinger, Becretary of the Perpetual Sa"riDp and 
Loan .Aaociation of Cedar Rapids. 

.1. KcKay'. TAl BtKldi"g GIld LOG" .IlO1letllltl' '" ,AI U"ited BtGt" in 
Moulton '. PriMP'" of .IlOfWl1/ GAd BGUi"ll, p. 358 • 

• IT CodIJ of 1897, II8C. 1902; Buppletllltlt to tAl CodIJ of IOtoG, 1913, II8C. 

10k 

II • ..4.rltclel of ltaeorporGtioA of ,AI PtJrpdUGl BG1Ii"ll' GAd LoG" ..4."ooiGtioA 
of CtJd4r IlGpidI, IOtoG, Art. VIT; ..4.rlic", of lAOorpOrGtioA of ,AI WG'tJrlOG 
BtAldtAg GIld LooA ..4.uocitJtioA of WGttJrlOG, IOtoG, Art. V • 

• 11 LGtoI of 10t0G, 1921, ell. 269. 

1.0 Bim"t.Gl1leporl of ,AI ..4.tI4itor of BIGte, 1918, Pt. m, pp. 8, 9. 

IU Facta concerning Del Moines, Cedar Rapids, and Waterloo auooiatiou 
obtained through interviews and penonalletten. 

Itl N""" ..4.""UGllleporl of tAl CommiuioAtJr of LGbor, 1893, p. 307 • 

... Buppletllltlt '0 ,AI CodIJ of IOtoo., 1913, Bee. 1903·a, 

... Ooutitutiou of the Perpetual Ba"riDp and Loan .Aaociation of Cedar 
Rapids, the Waterloo Building and Loan .Aaociation, the Home Building and 
Loan A8IOCiation, and the Perpetual Building and Loan Aaaoeiation of Water· 
100. 

161 BtilletiA of ,AI BWIGV of LGbor (United Btates), 1904, Vol. IX, pp. 
1528·153'-

... ..4.rlic", of ltaeorporGtioA of tAl PerpetUGl BGt1i"ll' tJAd LoG" ..4.uocitJ'ioA 
of C,dar 1lGpidI, 10flHJ, Art. IX. 

itT ..4.rltclel of ltaeorporGtioA of tile WGterlOG Buildi"ll Gtad LooA ..4."ocitJtioA 
of WG'tJrlOG,lOtoG, Art. VIT; ..4.rlic", of ltaeorporGtioA of tile PtJrpe'UGl Build­
tAg GtWI LoG" ..4.uocitJ'ioA of WGttJrlOG, Art. XIX; ..4.rlic", of ltaeorporGtioA 
of tAl Home BtAldtAg GAd Loc:m ..4."ocitJtioA of WGterlOG, Art. VII. 
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It. 8t1f1plemen1 10 t1l6 CoM of Iowa, 1913, see. 1903·b. 

It. CoM of 1.897, I8C. 1898. 

lit BtIlleti" of t1l6 Bureau of Labor (United States), 19M, pp. 1507, 1508. 

III CoM of 1897, lee. 1898. 

III Proceed'ng, of t1l6 Iowa Building and LOG" League, 1917, pp. 39, ~, 
48, 49; By·kln of t1l6 Perpefv4Z 8a1M9' and LOG" ,duociGtioll of Cedor Bapida, 
Art. VI. 

III N.",h ,d"nUGE Report of t1l6 Commi&rioAer of Labor, 1893, p. 318. 

lilt Law, of Iowa, 1896, eh. 85, II8ClL 9, 10. 

1111 CoDlltitutiODll and by·laws of Cedar Rapids and Waterloo &8IIOeiatiOJUL 

1110 Biennial Report of 1116 ,duditor of 81ate, 1918, Pt. Iil, p. 10. 

liT 8uf'lllement 10 t1l6 CoM of Iowa, 1913, lee. 1893-a, 

.. I Proceeding' of t1l6 Twenty-aixth ,dnnUGE Conllentioll of t1l6 United 8fat. 
League of Local Btftldi"9 and LOG" ,dNOciGtiotu, 1918, pp. 75-84. 

lilt 8upplement to '116 CoM of Iowa, 1913, lee. 1903-a, 

leo BMn"W Report of t1l6 ,duditor of 81ate, 1916, Pt. IV, p. 7, 1918, Pt. m, 
p.7. 

1018upplement to the CoM of Iowa, 1913, I8C. 1898-d. 

IIl1lDterview with F. D. Deulinger, Secretary of the Perpetual Savings and 
Loan. .Aasoeiation of Cedar Rapids. 

.11 Bosenthal's Building, LOG" and 8alli"g' ,dNociGtiotu, p. 223. 

lOt ConstitutioDll and by-laws of Cedar Rapids and Waterloo &BBOeiatiOJl8; 
manUBeript letter from John L. Bleakly, dated January 14, 1919. 

101 Proceeding' of t1l6 Twenty·,ellenth ,dn"UGE Conllentioll of t1l6 NebrGl'kG 
League of 8alling' and LOG" ,dNociGtiona, 1918, pp. 7, 8; manUBeript letter 
bom W. R. Adair, Omaha, dated January 14, 1919; Proceedi"g' of t1l6 I~ 
Buildi"g and LOG" League, 1916, p. 26 • 

... Proceeding' of t1l6 Iowa B"'Edi"9 and LOG" League, 1917, pp. 37, 38; 
OMo OeMl'Gl 8tatwtw, 1916, Vol. il, p. 187. 

", Proceeding, of 1116 Twenty-tlatrd ,d""vGl Conllentioll of 1116 United 81GtN 
League of LocaE BuiEdi1l9 and LOG" ,dNociGtiona, 1915, pp. 135-141 • 

... B&JDl&ker's 80me Feature, of B"'Edln9 ,dNociGlio1l BlIolutioll in the 
Proceeding' of 1116 Iowa Building and Loa" League, 1917, pp. 37, 38. 

In Proce~, of t1l6 Twenty-Nth ,dnnvGl Contlenlio1l of 1116 U"ited 8fGte1 
League of Local Buildi"g and LOGn ,duociGtiotu, 1918, p. 149; Proceedt.ft(I. of 
1116 IOtDG Buildi"g and LOG" League, 1917, pp. 43,44, 50, 51. 

ITO CoM of 1897, eees. 1892, 1900, 1901. 
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171 BolleD.thal'8 Building, Loan and 8o.11ing, ~"ooiatioM, p. 120; Bulletin 
01 t1l6 Btweo.u of Labor (United States), 1904, VoL IX, pp. 1535-1537; by· 
laW8 of various &BBOCia.tiOD8. 

IU Law, of I01IIa (Public), 1872, ehs. 30, 101. 

178 Law, of I01IIa., 1896, eh. 85, seetI. 5, 15,16. 

IT6Latoa of Iowa, 1896, ch.. 85, seetI. 17-26. 

171 BiBnntal Report of t1l6 ~uditor of 8tate, 1897, p. 19. 

I" Low, 01 I01IIa, 1900, ch. 69, sec. 13. 

17T Low, of Iowa, 1896, ch.. 85, seetI. 6, 7. 

ITI Latoa 01 Iowa, 1896, ch. 85, seetI. 29-31. 

III Lawa of Iowa., 1902, ch.. 77. 

180 BiBnntal RBfJort 01 t1l6 ~uditor of 8to.te, 1901, p. xii. 

III BiBnntal Report of t1l6 ~uditor of 8to.te, 1903, p. xiv; State v. Syndicate 
Land Company, 142 Iowa 22; Law, 01 Iowa, 1904, eh. 66. 

IIJBtUlBtin of t1l6 Btweo.u of Labor (United States), 1904, Vol. IX, pp. 1571, 
1571. 

In Lawa 01 101110., 1896, ch. 85, see. 8. 

116 ProC6eding, 01 1116 Twenty·thit'd ~"nua.Z COftventiotl of t1l6 United 8tatu 
LBtIfIUB 01 Local BuUtBng and Loan ~"ooiatioM, 1915, p. 126; opinious of 
Waterloo and Cedar Rapids bankers obtained by interviews. 

III Rosenthal'8 Building, LoQ,ft o.nd 8a11ing' ~"ooiatioM, p. 25. 

In BoIIeD.thal'8 Building, Loa" and 8o.11i"g' ~"ooiatioM, pp. 25, 26. 

liT ~1Mrico.n Building ~"ooiatiotl New" October, 1918, Vol. XXXVIII, No. 
10, p. 465 • 

• IIProC6eding, 01 t1l6 I01IIa Building and Loo" LeagUB, 1917, pp. 45-47, 58. 

"-Cleveland Plai" Dea.l6r,.March 26, 1919; T1I6 ~nAalilt, April 21, 1919, 
Vol. XllI, No. 327, p. 405; ProC6edi"g' of t1l6 TwentY-lev6ftth ~"nua.Z Con-
17entiotl of t1l6 United 8to.tu League of Local Buildi"g and LOB" ~"ooiatiOftl, 
1919, pp. 64-92, 152-157. 

itO Law, of IOfDo., 1876, ch. 163, 1896, ch.. 85, see. 33. 

1118ufJfJlement to t1l6 C0d6 01 IOtDa, 1913, see. 1326; Law, of Iowa, 1911, 
ebB. 63,73. . 

Itt Bollenthal'8 BvUding, LOB" and 8a11ing, ~uooiatiOM, pp. 39, 40; Pro­
oeBdi"g' of t1l6 Twenty·Nth ~""ua.Z COft17entiotl of t1l6 United 8to.tu UtIfIUB 
of Locol BuUtB"g o.nd Loa" ~"ooiatioM, pp. 29-33. 

It. BiBnnia.Z Report 01 t1l6 ~uditor of 8tate, 1903, p. xiv. 
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CHAPTER XII 

lilt Proce"i'llg' of tM Fourth Am""ll COtWeRnon of tM F(J"" MortgfJ{le 
Bauer. AaocitJnon of AmericcJ, 1917, p. 12. 

11911 TliineeRth Ceuw of tM Ufri," Btatu, 1910, VoL VI, p. 507; Ceuu of 
I01IJa, 1915, p. 643. Fourteenth CeDaua of the United Btatee, 1920, Bulletin on 
Agriculture in Iowa, p. 3. 

1108 Fa"" LaM Y(Jlae. i.IOtI1a (Bulletin No. 874 iaaued by the United Btat.ee 
Department of Agriculture). 

011 Fa"" L(JM YtJlae. m IOtI1(J (Bulletin No. 874 iaaued by the United Btat.ee 
Department of Agriculture); I01IJa Cit, D(Jily CitileR, August 21, 1919; Pro­
ceeding. of tM BetleRth A'II'II1&fJl COftlleRtiOtl of tile IOtI1(J F_ Mortgage Auocio­
tiOtl, 1920, pp. 25·34. 

1188 Wealth, Debt aM T~atiOtl, BpecitJl Report of the Bureau of tM CtIfIIU, 
1913, VoL I, Pt. I, pp. 23, 26. 

190 Fourteenth Census of the United Btatee, 1920, Bulletin OD Agriculture 
in Iowa, p. 3. 

800 ThineeRth Ceuw of tM Ufrited Bt(Jtu, 1910, VoL VI, pp. 508, 509; 
Fourteenth Censns of the United Btatee, 1920, Bulletin OD Agriculture in Iowa, 
p.5. 

801 TMrleeR'h Ceuw of tM UMted Bt(Jtu, 1910, VoL VI, pp. 507, 508. 

"'Wight's Report Oft Life Iuvr(J'IIce Fa"" LoG. I.lIut",etd. i. W(Jr Tw.e, 
August 26, 1918, p. 11. 

8'1 Interview with F. C. Waples, Secretary of the Iowa Farm Mortgage A. 
lIOeiation, Cedar Rapids, July 27, 1919; manUlCript letter from D. P. Hogan, 
President of the Federal Land Bank of Omaha, dated September 4, 1919; 
Mortgage BaRker. 11 •• TM Fartner., by M.·L. Corey, Attomey·Begiatrar Fed· 
eral Land Bank of Omaha, in TM Nor'h.,eltem BGftker, June, 1919, p. 7; Pro­
ceedmg. of tM BelleRth A.'111&fJl COftlleRnon of the IOtI1(J F_ Mortgage Aao­
citJtiOtl, 1920, p. 28 • 

... M:ayuard '. Rvral Cre,"" i. tM UMted Bt(Jtu, p. 77, a thesis in poesea­
lion of the Library of the Btate University of Iowa. 

8011 Th,neeR'h Ceuw of tM United Btatu, 1910, VoL VI, p. 507. 

8011 Ifldez·Digut of tM FedertJl RulJt'1le Act (JM Atl&6fldtnentl (Second Edi· 
tion), pp. 44, 45. 

lOT U.,. of IOtI1(J, 1874, ch. 60, aec. 9, 1913, ch. 149, 1917, ch. 364 • 

... Law. of IOtI1(J, 1902, ch. 76. 

808 Manuscript letter from D. H. Hedrick, dated July 7, 1919; interriew with 
F. C. Waples, Cedar Rapids, July 27, 1919. 

810 Proceeding. of tM Fifth AA.1&fJl COftlleRtiOtl of the I01IJ(J Fa"" Mortg. 
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.duociaUoR, 1918, pp. 40-49; manuaeript letter from D. H. McKee, dated August 
15,1919. 

811 Manuaeript letter from John W. Leavitt, Secretary and Treasurer, Cedar 
Falla Trust Company, dated July 31, 1920. 

III Preamble to the conatitution of the Iowa Farm Mortgage Asaoeiation, 
manuaeript in the poueeaion of the Secretary, F. C. Waples, Cedar Rapids. 

III PrOMedi"llS of file Fovrl'A .dnnual Convlmfioft of file Farm JlorlgGf/_ 
BGnkers .duocto.fioft of .dtRericG, 1917, pp. 11, 12, 259; ProCfJedi"lls of fIN 
Second .d"nual ConVlmtioft of file 1000G Farm JlorlgGf/e .duocto.tiOtl, 1915, pp. 
58·70. 

IU PrOlpectus of the Guarantee Mortgage and Finance Company, Dee MoineL 

811 Interview with F. C. Wapl8l, Cedar Rapidl, July 27, 1919. 

811 Wight'l Report on Life ltUUrGtlCfJ Farm LoG" Invufmmu itt WGr Ti .. , 
Augult 26, 1918, p. 11. 

11T Interview with F. C. Waples, Cedar Rapidl, July 27, 1919. 

811 PrOM"i"gs of file Sitrt'A .d_ual ConVlmUoR of file IOV1G FGrm JlorlgGf/_ 
.duocto.UoR, 1919, manuaeript in the ~on of the Secretary, F. C. Wapl8l, 
Cedar Rapids. 

III PrOM"i"lls of file SeCOftiJ .d.nual ConVlmUoR of file IOtDG FGrm JlorlgGf/_ 
.duociGfiOtl, 1915, p. 65; interview with F. C. Waples, Cedar Rapidl, July 27, 
1919. 

110 C.,.,.. of IOtDG, 1915, p. cv. 

III Wight'l Report on Life ltUUrGftCfJ Farm LoCIft I.tlufmmu in War Ti .. , 
Auguat 26, 1918, p. 11. "The intereet ratee given are the averages of ratee 
reported by companiea on about 75 per cent of loana outetanding in 1914, and 
1916, and on over 50 per cent of _ loana made in 1917." 

It. PrOM"i.gs of file Sitrt'A .d •• ual Contllmfioft of file IOV1a Farm Jlorl­
(JGf/- .duocto.fiOtl, 1919, manuaeript in the pClIIIMlIIBion of the Secretary, F. C. 
Waples, Cedar Rapids. 

1.1 Proceedi.gs of tile Sitrt'A .d_ual ConVlmUoR of file IotDG Farm Jlorl­
gGf/e .duociaUoR, 1919, manuaeript in the polll8llion of the Secretary, F. C. 
Waples, Cedar, Rapids. 

I •• Proceedi"gs of tile .dnnual ConVIm~ of file IOtDG F_ JlorlgGge .ds­
sociafiOtl, 1915, p. 65, 1919, manuaeript in the pClIIIMlIIBion of the Secretary, F. 
C. Wapl8l, Cedar Rapids. 

821 Tile Norl1a",utem BGnker, March, 1915, p. 7, April, 1915, pp. 20, 21, 
Kay, 1915, p. 20; JoumGl of file HOUle of ReprelllmfGfivu, 1915, p. 1004; 
Journal of tile Senate, 1915, pp. 1344, 1345; interview with F. C. Wapl8l, 
Cedar Rapidl, July 27, 1919. 
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on The Federal Farm LoaD Act, II8CL S, 4; Tlul NorlAtIIUfenJ BtIIIlrer, ()o. 

tober, 1917, p. 8. 

on The Federal Farm LoaD Act, II8C8. 7, 15, 16. 

OIl Beporl of the 8ecretary of the TrealVf'1/, 1918, pp. 102·104. 

on Condenaed statement of condition of the Federal Land Bank of Omaha 
at the dOle of buaineae, .Tune 30, 1919. 

110 The Federal Farm LoaD Act, II8C. 5. 

011 8ta'''tical .. O.tract of the United 8ta'u, 1918, p. 631; .Annual Beporl of 
the 8eare'ary of the Treanrtl, 1918, p. 104; condenaed statement of condition 
of the Federal Land Bank of Omaha at the dOle of buaineu, .Tune 30, 1919. 

01. This amendment appears to have been supported br the Federal Farm 
LoaD Board and the .Toint Stock Land Banta. No good reason has beaD 
brought forward for making this aubllid7 permanent. Like the Federal .. 
serve II1stem the Federal farm loan II1stem should be made ael.f·aupporting.­
TlKrd .Annual Beporl of the FederGl Farm LoGn Board, 1919, p. 18; Bu.,. 
'ion of Joint 8tock Land Bank BtJfIiU from Tazation (Hearings before the 
Committee on Banking and Currency- United States Senate, .Tanuarr 10, 12, 
and 13, 1920), p. 19; manuscript letter from .Tames B. Korman, Aaaiataat 
Secretarr, Farm Loan Board, dated .Tulr 19, 1920. 

8aa The Federal Farm LoaD Act, II8CL 7·10. 

03t The Federal Farm Loan Act, II8C. 12; manuscript letter from T. C. 
Hornbr, Chief Appraiser, Federal Land Bank of Omaha, .Tanuarr 10, 1919; 
The Norlhwutem Banker, .Tune, 1919, p. 6. 

0 .. Circular of the Iowa .Toint Stock Land Bank of SiOllll: Citr; manuscript 
letter of D. P. Hogan, President of the Federal Land Bank of Omaha, dated 
September 4,1919; Federal Farm LoaD Act, II8C. 12. 

oao.Annual Beporl of the 8ecretary of the Treanrtl, 1918, pp. 102·104; Fed· 
eral Farm LoaD Act, II8CL 12, 13; manuscript letter from H • .T. Crouae, Ex· 
aminer of the Iowa .Toint Stock Land Bank of SiollX Citr, dated .Tanu&r7 
10,1919. 

lIT Federal Farm LoaD Act, II8CL 18, 19, 20, 26. 

oal.A"nual Beporl of ,he Secretary of the TrealVf'1/, 1918, pp. 104, 345. 

oae The Northwutem Banker, October, 1917, pp. 21, 72 • 

.. 0 The Northwutem Banlcer, October, 1917, pp. 8, 72; manuaeript letter 
from D. P. Hogan, President of the Federal Land Bank of Omaha, dated 
September 4, 1919 • 

.. 1 Putnam's The FederGl Fa"", LoG" 81/"- in The .America" BCOIIOMtc 
Betliew, Karch, 1919, VoL IX, No.1, p. 64. 

et. Third .Annual Beporl of the FederGl Farm LoG" Board, 1919, p. 20. 
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Nt Federal Farm Loan Act, aec. 16-

.,' Federal Farm Loan Act, II8C& 16, 18, 28 • 

... Tltird ,A,,,,tI/Il Beporl of tM FederaJ Farm Lom& Boord, 1919, p. 29. 

N. Proceeding. of tM FiftA ,A""tI/Il COftve"tioft of '1M IOfI1a Farm Mort· 
gG{/e ,A"ociatioft, 1918, p. 25. 

NT KanullCript letter from T. C. Hornby, Chief Appraiser, Federal Land 
Bank of Omaha, dated JanU8l'110, 1919. 

'''Man1lllCript letter from D. P. Hogan, President of the Federal Land Bank 
of Omaha, dated September 4, 1919. 

"9 Statement of the Federal Farm Loan Board mowing condition of banks 
to May 31, 1920. 

oao Proceeding. of tM FiftA ,An"ual COftventioft oftM IOfI1a Farm Mort· 
gG{/e ,A"ociatioft, 1918, pp. 27·30. 

oa1 The Midland Mortgage Company of Cedar Rapids made sales of $1,500" 
000 in 1918 and was capitalized for $60,000. The capital was increased to 
$100,000 and in two y8&rO this company handled five and a half million dol· 
Ian worth of loana.-Kan1lllCript letter from F. C. Waples, Cedar Rapids, dated 
June 10, 1920. 

oal Kan1lllCript letter from D. H. MeKee, Des Moines, dated August 15, 1919. 

oal TM Northweflem Bauer, JanU8l'1, 1914, pp. 7·9, 16, 17, 33. 

oa, Proceeding. of '1M Fourth ,An"tI/Il COftventioft of tM Farm Mortgage 
Baftker. ,A"ociatioft of ,AmerioCI, 1917, p. 63 • 

• 1111 Proceeding. of tM FiftA ,A"fttI/Il COftventioft of tM IOfI1a FMm Mort· 
gage ,A"ociation, 1918, pp. 45·51 • 

••• Proceeding. of '1M FiftA ,Anntl/ll COftventioft of tM IOfI1a Farm liort· 
gage ,A88ociatioft, 1918, pp. 53·57. 

OIT Proceeding. of tM BiztA ,Anntl/ll COftllentioft of '1M Iowa FMm Mort· 
gage ,A88ociatioft, 1919, manuscript in the poaaeaaion of the Beeretary,F. C. 
Waples, Cedar Rapid.; Proceeding. of '1M BellentA ,Anfttl/ll COftventioft of tile 
Iowa Farm Mortgage ,A88ociatioft, 1920, pp. 53·57. 

oaB Tile NortAweflem Bauer, June, 1919, pp. 4, 6, 7. 

oat Tltird ,Anntl/ll Beporl of '1M FederaJ Farm Loa" Board, 1919, p. 19; Tile 
CotMnercial and Financial ChrOfticle, VoL 109, p. 1937 (November 22, 1919), 
VoL 110, p. 612 (FebrU8J'1 14, 1920), p. 1931 (May 8, 1920); Proceedi"g. 
of tile FourtA ,Anntl/ll COftventioft of '1M FMm Mortgage Ba"ker. ,A88ociatioft 
of ,AmerioCI, 1917, pp. 7, 88·105, 147·158; Proceeding. of tM BeventA ,Anfttl/ll 
Meeting of the IOfI1a Farm Mortgage ,A"ociatioft, 1920, p. 55; FederaJ Tra,iH 
I"fortf&Gtioft Bervice, VoL XV, No. 29, p. 225 (May 4, 1920), No. 34, pp. 266, 
267 (May 10, 1920); for a full d.iIIetuaion of the history and iaaues in this 
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lAM 8M Preetoa'. TM Fedtlrol F_ LoGtl C,." in TM JotIf'ft4l 01 PoI.Heal 
.001l0III,, VoL XXIX (JUDe, 1921), pp. 433-454. 

... CleNl4fwI PIcM DeolIJr, Ka,. 19, 1920; CoragrtlUi.ontJlJUcord (Joint Beeo­
lution 351, Ka,. 18, 1920), 66th CoDgnll, 2nd 8eIIion, p. 7815; interview with 
J. M. Hungate, Becretarr of the FirIt Joint Stock Land Bank of Chicago, 
JUDe, 1920; TlKrd .dtMMlGl Bqort 01 tM F«!Mol F_ Locm BOGrd, pp. 28, 
29; CouoUtloUci 8IGleMftt 01 COft/U«ora 01 1M Joi.t 8toc1& LcmcJ Baa lit 
tM Cloft 01 B....." Jla, 81, 1910 j COIIIOlitlGUci 8IGtetJant 01 COft/Utiora of 
CAe T.sIN Fedtlrol LOIWI BemA at tAs Cloft of B1IriMM Jlar 81, 1910 j Bqort 
01 tM FeiJlJrol F_ LoGtl Board, 1920, pp. 3, 4 • 

• 11 T_tiora cmtl .BeNtHIe 8,ft ... 01 8tats aM Local Govemfllftta (Bureau 
of the een.u., 1914), p. 79. 

M2 Statement of the Federal Farm Loan Board mowing condition of banta 
to May 31, 1920 • 

... Wight'. Bsport ora lAls luurtJtICII F_ LoGtlI.HlttJaftta •• War Titu, 
Augut 28, 1918, p. 11. The iDtereet ratel are the average of ratel report.ecl 
b,. companiee on 0'f8I' 150 per cent of the loane made • 

... UMt«J 8,.... luutor, Vol. XXIX, No. 39, p. 1398 (September 28, 
1918). 

CHAPTER XIII 

... W_'. 80larJ LoGtl BMMa ,. NBtII York Cit" pp. 28-42 • 

... Jlanueript Jetter from J. B. GUder, Becretarr of the IndDltrial FiDaDee 
Corporation, dated Febra&r7 8, 1919. 

tIT Jlanueript Jetter from J. B. GUder, Becretarr of the IndDltrial FiDaDee 
Corporation, dated Febra&r7 26, 1919. 

HI TAs JlorN Pro. olItwIutritJl Locma cmtl IfltlUtfllftta (publillled b,. tile 
IndDltrial Finanee Corporation, New York), pp. 8, 12,32, 40 • 

•• N"",*,, JiGIIIJIIiIAIJ, Vol. XLV, No.3, pp. 334-342, December, 1916. 

ITO Jlanueript letter. bolD J. B. GUder, Secretary of the IndDltrial Finance 
Corporation, dated Febra&r7 8, 28, 1919. 

1T1 Interview with Harr,. E. Pratt, Cedar Rapids, August, 1918. 

'TlHow to Borrow JlO'Ml1J from tM Waterloo Jlorn. Pia" COfApGfI7Ii .d"". 
Bsport 01 tM Jlorn. Plcm ComptJ"71 of Cedar Ba"."., 1918. 

ITI Statement. of eondition publilhed by the Waterloo company, January 
1, 1918, covering the period from April, 1916, to January 1, 1918, and by the 
Cedar Rapidl Compan,., for the period from November, 1916, down to Jou· 
&rT,1919. 

1T'.dtMMlGl Bsport 01 1M JlorN Plcm COfApG"Y 01 Cetl4r &Jrit,U, 1918. 
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ITI TAe Jlorril PZ- 01 ItWhInritll .LootN elM I"vuttMftu (publiahed br the 
hdutrial FiDanee Corporation, New York), pp. 46-48; .d"","" Bepor1 01 1M 
Jlorril PlCI" ComJlClf'lI 01 Ced4r BGpidI, 1918. 

I" :ManUllCript letter from J. E. Kirb:ye, Preaident of the Korris Plan Oom­
panr of De. Koines, dated Karch 15, 1919; .d"","" Bepor1 of fM Jlorril PZ­
ComJICI"''1 01 CetltJr BGpidI, 1918. 

In LeItH of lGee&, 1919, ch. 151; manUllCript letter from Frank 8. Shaw, 
Auditor of 8tate, dated August 15, 1919. 

171 :ManUllCript letter trom L. B. Ki11igan, 8eere~-1IaDapr of the Daven-
port Korris Plan Oompanr, dated Febl'1W'1 22, 1919. 

ITI LGtN of IOtIJeI, 1921, eh& 119, 131, 157, 181. 

110 Proepectua of the Iowa Farm Credit Corporation. 

.. 1 Letters from Vincent 8tarzinger, Des Koines, dated August 11 aad 18, 
1919 j interview with lIany E. Pratt, 8eeretarr-1IaDapr of the Cedar Rapids 
Korris Plan Oompan1; cirenlara of the Iowa Guarantee Kortpge Corporation 
of Des Koines. 

"28fC1tv&Cll .dblfrClCt of fAe UMted 8fel_, 1918, p. 158. 

-l"eMboot of fM U"ited 8eel_ DeJlClrltMftf of .dgf'WZ*1W6, 1918, pp. 872, 
892. 

IN Larmer'. TM Celttle Loma ComJlCl'" in TAe JotII'fWIl of PoUf4cGl .OOAOW&" 
Vol XXVI, p. 822 (October, 1918). 

I .. When cattle are condemDed becaW18 of eontagiona c1iaeue the 1088 is 
Jarael1 borne br the government. 

... Larmer'. TM Celttle LoGA COfAfIG"fI in TAe JotII'fWIl of PoUt4cGl .00-
"",,, VoL XXVI, p. 823 (October, 1918) • 

• IT Letter from A. G. Bam, Vice Preaident of the Live 8toek National BaDk 
of Sioux Citr, dated August 20, 1919 • 

.. I Oompaaies listed in Iowa were: 

8ioux Citr Cattle Loan Oompanr .••••••••••••••••••• 8ioux Citr 
8io1m Citr Bond and Mortpge COmpanr •••••••••••• 8io1m Citr 
United Cattle Loan and Live 8toek Oompanr •••••••• Des Koines 
Federal Cattle Loan EkMnetr ••••••.•••••.•••••••••• Dea Koines 
Union Cattle Loan and Kortpge Oompanr •.••••••• Des Koines 

Kanueript letter trom L. E. 8tevena, Vice Preaident of the United Cattle 
Loan and Live 8toek COmpanr, dated August 8, 1919. 

"'lIanUllCript letter trom A. G. Bam, Vice President of the Live 8toek Na­
tional Bank of 8iou Citr, dated August 20, 1919; manUllCript letter from D. 
lL Hedriek, President of the Battle Creek Savings BaDk, dated August 18, 
1919. 
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, .. ~BCUng. 01 tM Twll'" .d"tMIGI Cot&" .. ffotI 01 'M IOtIIG BGftAr • .d .. 
IOCiGffotl, lat8, pp. 43-4G. 

'.1 Ceuu 01 IOfIHJ, 1915, p. 191. 

,.t IlaDWlCript of addl'8lB delivered by D. H. Hedriek at the azmual meetiDg 
of Group One, Iowa Bankers Auociation, )(ay, 1918; manWlCript letter from 
D. H. Hedrick, Preeident of the Battle Creek SaviDge Bank, dated August 18, 
1919. 

, •• BieMW Bqor1 01 ,Ae 8.perit&~t 01 BGtIWng, 1918, p. 41. 

, •• IlaDWlCript letter from D. H. Hedrick, President of the Battle Cnek 
SaviDge Bank, dated August 18, 1919. 

, .. IlaDWlCript letter from A. G. Bam, Vice President of the Live 8toek 
NatioD&l Baut, Biouz City, dated August 20, 1919. 

, .. KanWlCript letter from I. E. Dierdorlf, Vice Preeident of Geo. K. Beeh· 
tel and 00., Banken, Davenport, dated August 27, 1919. 

itT W Ba"'" Dd, atld T_tiot&, Special .. port 01 'M BW6C1t1 01 'M C .... , 
1913, VoL I, Pt. IT, p. 17, Pt. m, pp. 37,38, 93. 

, .. IlaDWlCript letter from L E. Dierdorlf, Vice Preeident of Geo. K. Beeh· 
tel and Co., Bankers, Davenport, dated July 25, 1919. 

'.'IlaDWlCript letter from A. K. 8chanke, President of 8chanb and Com· 
pany, Inveatment Bankers, Mason City, dated August 8,1918. 

TOO Partial liat of Inveatment Bankers in Iowa in. 1919 gathered from cor-
reapondence and advertilament&. 

1. Bauters Kortgap Company •••••••••••••••••••. Dee Koin. 
I. Beehtel and Companr •••••••••••••••••••••••••••• Davenport 
3. White-Phillipa Company .••••••••••••••••••••••••• Davenport 
4. 8chanb and Company ••••••••••.••••••••••••••• Mason City 
5. H. O. Adama and 00. Inveatment Bankers ••••••••••••• Algona 
8. Iowa Inveatment Corporation •••••••••••••••••••••• Waterloo 
7. Guarantee Kortgage and FinaDce CO ............. Dee Koin.eI 
8. Oan4eld Broe. lJaveatment Bankers •••••••••••••• Cedar Bapida 
9. O. J. Weiaer lJaveatment Banker •••••••••••••••••••• Decorah 

TOl La_ 01 IOtIIG, 1919, ch. 138. 

TOt IlaDWlCript letter from Frank Warner, 8eeretary of the Iowa Banbn 
AaIociation, dated July 15, 1919. 

TO. Information regarding the nature of their buineee wu obtained through 
letters from the following eompani.: 

Geo. K. Beehtel and Companr •••••••••••••••••••••• Davenport 
8chanb and Company •••••••••••••••••.••••••••••• Kaaon City 
Guarantee Mortgap and I'inance Company •••••••••• Dee KoiDee 
Bankers Mortgage COmpanr ••••••••••••..••••••••• Dee Koin.eI 
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T06 ManUlCript letter from I. E. Dierclorlr, Vice Preeident of 0.. K. Bech· 
tel and Compan7, Davenport, dated Augut 27, 1919. 

TOil ManUlCript letter from Frank Warner, Secretary of the Iowa Banken 
A.aaociation, dated Jul7 25, 1919. 

TCHI KaDUlCript letter from I. E. Dierdorlr, Vice Preeident of 0.. K. Bech· 
tel and Compan7, Davenport, dated Augut 27, 1919; manUlCript letter from 
A.. K. BchaDke, Pl'8IIident of Sclumke and Compan7, Muon Cit,., dated Augut 
8, 1919; manUlCript letter from 0.. A.. Chaney, Viee President of the Bank· 
era Mortgage Compan7, Dee Moin., dated AUgut 6, 1919; manlUClipt letter 
from B. B. Parrott, Pl'8llident of the Guarantee Mortgage and FinaDee Com· 
pan7, Dee Moinee, dated Augut 6, 1919. 

TOT La1D6 of IOtDG, 1919, ch. 237. 

T08IowG BtGte HiglltDGY Com",iN((m Benne. BtAllefift, Vol VII, NOlo 15-8, 
p.' 3, Ka7·June, 1919. 

T08 Kemmerer'. Pa.tal BG_g" pp. 1·3. 

no ,.4""wJl Report of tM Pa.t OtlktJ De~t, 1917, p. 58; Kemmerer'. 
Pmal BG11I"g" pp. 135, 136,147. 

Tll,.4"",""lleport of tM Pm OtlktJ DefHlrlfRMt, 1917, p. 58. 

TlI,.4""uallleport of tM BeoretGry of tile Tr«J1W71 (Finanee), 1918, p. 55B. 

TlI,.4""ual lleport of the Pa.t OfJlce Def)GrlfRMt, 1916, p. 28, 1917, p. 58. 

n, 8tGtVticGI ,.4brirGCt of 1M 17Mted BIG", 1918, p. 843; 1lqort of tile 
Comptroller of tM Cv,"eftC1/, 1919, Vol I, p. 196. 

TIll Kemmerer'. Pa.tal 8G11IRg', pp. 68, 69. 
Deposita in Iowa postal banb reached a total of $620,362 In 1918 but dropped 

again in 1919 to tl)23,601.-lleporl of tM Com,troller of tM CwreftC1/, 1919, 
Vol I, p. 196. 

711 Kemmerer'. Pmal 8G11iRg" pp. 72, 73; ,.4"","" 1lqort of tM Pm Of· 
/IH Def)GrlfRMt, 1917, p. 58. 

TI T Kemmerer'. Pmal BG11iRg" pp. 57, 58. 

CHAPTER XIV 

nIDunbar'. TMory GM HWory of BGR1rif&g, pp. 9-15; Boldaworth'. JlOfttl1/ 
otId BGftWftg, p. 148. 

Tn Abstract of reports of the condition of Iowa savIDge banb, State banks, 
and trust companiee, Deeember 31, 1919. 

no lleport of tM Comptroller of tM CwreftC1/, 1919, VoL II, pp. 253, 318. 

TIl TIle BGttle Creek Ttmu, Jul7 15, 1920. 
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'12 BegiJmiDg with 1904 the question of deposit inauranee in aome form ...... 
a prominent iaeue before the conventions of the Iowa Bankers .Aaeociation for 
lOme time. At Int there ...... .trong support for the measure with almClllt 
equal divilion apparently on the iaue. In 1908 the question became a party 
t.ue in the national political campaign. The Bepubliean victory' of that 7e&r 
.... ed to quiet for a time any di8cuaaion of the problem. 

In Iowa the matter came before the State 1egia1ature in the l818ion of 1915 
and again in 1921. The legislative committee of the Iowa Banken .Aaeocia­
tion both timee oppoaed the measure and claima eredit for having helped to 
defeat it: During 1918-1919 there ...... pending in Congrea a bill providing 
for the government guarantee of deposits in national banb to the amount of 
tI5OOO. This measure ...... oppoaed by a reaolution of the Iowa Bankers A8-
IOCiation which further .tated: ' 'That we are oppoaed to the principle of 
Government Guarantee of DepoIit in any form or amount.' , The opinion, 
therefore, of the banken, which a decade earlier 1rU not clearly either for or 
agaiJI8t the measure, hal become conclulive1y lined up in oppolition. The 
peniatenee of thiI question leada to the belief that it Itill remaiDI an 1lDJI8t­
tied iIaue. Iowa ia in a favorable poaition, however, to watch the ezperiment 
in neighboring Statea before making a final decilion.-Pr0C6eding, of 'Ae 
B.,ldeeftth AnnuoZ ConlleMion of tAe IOfDa Banker, AlIOCiation, 1904, p. M; 
Pr0cu4ing, of tAe Nindee1lth An","" Conlle1ltion of tAe IOfDG Banlter, Aao­
mation, 1905, pp. 18·70; Pr0C6eding, of lAe Ttllefttie'h A""uoZ Conlle1ltion of 
lAe IOfDG Banker, AlIOCiation, 1906, pp. 17, 61; Pr0C6eding, of 'Ae Ttlle1l'r­
fir" A""uoZ Conllefttion of tAe IOfDa Banker, Allomation, 1907, pp. 15, 16; 
Proceeding, of 1M Ttlleftty-UooM A""uoZ Contle1ltion of 'Ae I_ BaUer, 
AlIOCiation, 1908, pp. 56·76, 109; Pr0C6eding, of lAe T'Htdy,""i"th A""uoZ 
COMeft'ion of 'Ae I_ Banker, Allomation, 1915, p. 28; Pr0C6eding, of 'u 
Thir1y-UooM An"uoZ Contle1ltioft of tAe [OfDa Ba"ker, Alloma'ion, 1918, P. 
164; Holdlworth '. MOMY au BaRking, pp. 198-200; IOfDa Banker, AIIOCia­
Cion, Bulletin No. 967, p. 16. 

'lI.Beporll of 1M ComptroUer of tAe Ctwre1l1J1J. 1909, p. 47, 1911, VoL II, 
P. 977. 

U~ Law of IOtIIG, 1921, ch. 114. 

Prior to 1921 the rate 1rU two per cent.-COtftpiZed Code, 1919, I8C. 4787. 

'II Letter from lin. Sarah G. French, Legal Clerk of the Department of 
Banking, dated July 22, 1920. 

u'In October, 1919, Iowa national banb had outstanding *19,313,000 of 
eirculating notea.-.Beport of tAe ComptroUer of tAe CtI#T'eftIJ1/, 1919, Vol II, 
po 318. 

ft, Kinley'. TAe U,e of Credit IMtn&mefttl in Paymentl ill 'Ae U,,"ed SIMa 
in Stma'6 DoctIfI&fttl, Gilt Cou.greea, 2nd 8ealion, Vol. IX, p. 198. 

'II White'. JlO'M1/ au Banking (Fifth Edition), p. 193. 
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721 Proued"'g, o( tAB Thi"Y-Iecotwl .dM"," Coa1lfJtltiotl o( tAB IOtIHJ BGftAr' 
.dllomotiotl, 1918, pp. 163, 194·198. 

7841 CotlfJ o( 1897, sec. 3038. 

Til On JUDe 30, 1920, the Battle Creek Ba'fiDp Bank, a member baDk of the 
Federal reeerve 1)"Stem, reported rediacounta of $202,M3 on loans of a little 
fmIl" a million dollan. 

TIl lloatAly BtIllfJIi" o( tu NatiottGl Ctty BGtIk o( New Yor~, Kay, 1920, 
p.13. 

TIl Pamphlet of the Cedar Bapida Sa'fiDp Bank. 

T" Interview with P. A. Konb, Vice President of the Iowa City State 
Bank, Augaat 12, 1920. 

Til Jam. W. GDbart in his book TAB Hinory, PriftCip," atad PrGOlke o( 
BClllWttg, pub1iahed in 1837, lista this .. one of the lIIlrVieee of banka.-Mar­
Ihall'. BtJadittg, i" ltad.nriGZ 8ocifJty, p. 349. 

Tl8 Whiteeide'. Tu BCOtIOtrHc FtmeUotv o( a Co."try Bau, p. 21. This 
was privately published by the Firat National Bank of Greencastle, IndiaDa. 

TIT BeporU 10 tAB Thirty-fl(th .dll""," COIItlfJlltiotl o( tAB Iowa BallktJr' .d,­
,ocicJliOII, 1921, p. 37. 

711 Prouedi"g' o( 1M Thirty-(ourth .dll""," CoatlfJlltiotl o( tAB Iowa Bauer, 
.duomotiotl, 1920, p. 191. 

TIl Proued"'g, o( tAB TfDfJllty-ttWath .dtmtAGl CoatlfJllliOll o( tAB IOfDG Bau ... , 
.d1locicJ1iOII, 1915, pp. 24, 27; PrOOfJedittg' o( tAB Thirtwth .d",,"'" C0II1IfJtltiotl 
o( 1M IOtIHJ BGftAr' .d~, 1916, pp. 39-41, 75-84; PrOMedittg, o( tu 
TlMrly-ftrri .dM"," C0II1IfJtltiotl o( tAB IOtIHJ BGttker, .dllomotiotl, 1917, pp. 159-
167; PrOMedittg, o( tu TIMrlY-Ieoottd .d,,""'" CoatlfJlltiotl o( tAB IOfDG BaM­
tJr, .duomoliOll, 1918, pp. 186-193. 

"0 Fa"" LGtad YGIt&u '" IOtIHJ (Bulletin No. 874 iuued by the United States 
Department of Agriculture). 

"1 Prouedittg, o( tAB TlairtY-IfJoottd .dll""," COIItlfJlltiotl o( tAB IOfDG Ba"kera 
.duomotiotl, 1918, pp. 188, 189. . 

UI Proceedillg, o( tu Ttl/fJllty..,."'th .dM"," COIItlfJlltiotl o( tAB IOfDa Ba~' 
.duomoliOll, 1915, pp. 122, 123; Prouedittg, o( tAB TlairtifJth .d",,"'" Coati6ft­
tiotl o( tAB IOfDa BautJr' .dllocicJtiotl, 1916, p. 42; ProuedittgB o( tAB Thirty­
,eoottd ,.4"",,," COIItle"tiotl o( t1ae Iowa Ba"~tJr' .dllocicJtiotl, 1918, pp. 193, 194; 
Prouedittg, o( tAB Thirty-thi,d .d",,"'" CoatlfJlltiotl o( tu Iowa BaM ... ' .duo­
cialiOll, 1919, pp. 21K-208. 

7~.Whitney'. TAB 8alfJ o( War BottdI '" Iowa, eh. m (manuacript). 

"~Prouedi"g' o( tAB Tlairty-flrri ,.4"",,," COIItlfJlltiotl o( tAB IOfDa Ba"ar. 
.dllomotiotl, 1917, p. 164. 

T" Whitney'. TAB 8alfJ o( War BottdI i" Iowa, eh. IV (manullCript). 
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m Whitney'. TM 8ale 01 WOI" Boruk .. IotDG, ch. IV (manUllCript). 

m PrOtJHt1Ml,g. 01 'Ae ~l .dlMMlGl COtlt/A",", 01 a. IOfIIG Bt.IUera 
.duooiatiOtl, 1918, P. 915; PrOCHtJir&g. 01 • T1l4rl,·jlrn .dlMMlGl COIl",,",", 01 
• IOfDG BCItIhr • .d~ 1917, pp. 89, 137, 138; ProcHiJU&g. 01 1M 
n4rl, .. ecotId .dtuMlGl COtltlft",", 01 a. IOfIIG .BcJMera .duooiclUotl, 1918, pp. 
183·1815; Pr0C8~diag. 0/. nwtr·tltird .dtmtlCll COtltlftffcm 0/. Iowo B,.. 
•• .d~iOtl, 1919, P. 13L 

'" XAe Nort"",",,,", BOlli., .J1IJUI, 1910, p. 1'-

". Pr0C8~difl{/. 01 'Ae 8~00tld .dtMMlGl COtltlfttiOtl 01 'Ae IOfIIG Bt.IUera h 
6OCiGtiOtl, 1888, p. 7. 

TlO Pr0C8~diag. 01 tAe XMrd .dtMMlGl COtltlA'iOtl 01 • Iowo BGIIitJr • .d .. 
.. tiOtl, 1889, pp. 7, 88, 89. 

Til Pr0C8~ifl{/. 01 • J'OIIrlA .dlMMlGl COtltlftffcm 01 • IOfDtJ B0Uer6 .d .. 
6OCiGtiOtl, 1890, p. 19; Pr0C8~d4Ag. 01 'Ae 8,"A .doul COtltlfttiOtl 01 CAe 
IOfIIG BaM •• .d .. ooiGtiOtl, 18n, p. 17; Pr0C8~ifl{/. 01 tAe BIet7 .. t1t .d,...., 
COtlt/AtiOtl 01 tM IOfDtJ BCItIhr • .duooiaUott, 1897, pp. 10·13. 

'III .dlntroct 01 tM T1tirl~'A C ...... 01 tM U"iW 8Mt., 1910, P. If; 
Fourteenth CeIllU8 of ~ United State., 1920, Bulletin on Population in Iowa. 
p.1. 

TIl WeallA, D~bt, aM XGlUltiOtl, 8".., Beport 01 tAe Bw __ 01 a. c..aw, 
1913, VoL I, Pt. I, p. 16. 

'" C ...... ollotDG, 19115, p. D'rii. 

Till Cmft16 of IOfIIG, 19115, p. IU8; BieMiGZ Beporl 01 tAe 8.,...,...., of 
BCIIIiiag, 1918, p. 139. 

TIle Cmft16 olIOfDG, 19115, p. 1578; TM Batt'- Cr~~1& Titnu, .J1Il1115, 19SO. 

TI'Interview with P. A. Korab, Vice President of tile Iowa CitT State But, 
Augaat 11, 1920. 

Til Interview with C. D. Kirkpatriek, Keota, Iowa, .July, 1910. 

TIl. Pr0C8~difl{/. 01 tM TAW1WtA .d"","" COtltlMtiOtl of tM IOfDa BtIII1&tJrI 
.daociafiOtl, 1916, p. 84. 

,eo Letter from D. B. Beclrick, Pneiclent of the Battle C:reek SaviDp But, 
_ted .July 7, 1919. 

'81 Report 01 tM ComptroRtJr 01 tAe CtWf'~'""" 1900, VoL I, p. 422, 1901, 
VoL I, pp. 447,451,1902, Vol. I, pp. 239, 843, 1907, pp. 238,137, 1911, P. 380, 
1912, pp. 274, 275, 1913, pp. 308, 303, 1914, VoL II, pp. 814,215, 19115, Vol. II, 
pp. 278, 879, 1918, VoL II, pp. 322, 323, 1917, VoL II, pp. 898, 893, 1918, Vol 
II, p. 239, 1919, VoL II, p. 257. 

, .. R~port of tM Com,troUtJr of tM CtWf'~, 1919, VoL II, p. 857. 
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'" Report of 'M COtItp'roUer of 'M CvrTtmIJ1/, 191', VoL IT, pp. 752-755, 
1915, VoL IT, p. 975. 

'" National baDb had aggregate capital of ~5,l15,OOO ad total UII8ta of 
t422,381,OOO. The corresponding 1lgures for State iDcorporated baDb were 
t49,548,000 ad t898,IiM,OOO reepectivel7. 

'''I'AiJlJIZ-IXgm of tM FederGl RutJrfle .dot GtId .dtMtWJ.enu (Secoad Edi­
tion), pp. 27, 28; Report of tAe Comptroller of tM Cvrf'tIftOJ, 1919, VoL IT, 
p.253. 

," Interview with W. J. KcCh8lllley, President of the First National Bank 
of Iowa City, Augaat 1', 1920. 

TI' TAe Baffle Cree" T.."., July 15, 1920. 

'''Whitney'. TAe Of1erdraft B1Iil ... Inunrated 11, COIId.ffonI '" IOfIIG BaUa 
in TAe .dtnericum BCOIWMic BeNw, Vol. VIII, pp. '8-81. 

ClIAPTEB XV 

'" PrOCtledtrtg. of ~ ,.,., .dtMMlGl COIM7ent~ of tM IOfIIG Bma1&er • .d ... 
CIio~, 1887, p. 5. 

TTO PrOCtledmg. of tM '''at .d""ul COflf1ft~ of tM IOfDG BaUer • .d.­
.matw., 1887, pp. 8-15. 

TT1 ProtNJedmg. of '1M TlairtY-NOOfId .d""ul COflf1entw. of ,Ae IOfDG Bma1&er • 
.duociatw., 1918, p. 188. 

TT. TM 'ort Dodge Jiuaenger, J1IJUI 15, 1919; ProtJtledmg. of ,Ae TMrty­
'laird .d""ual COflf1ft~ of tAe IOV1a Bma1&er • .duociatw., 1919, pp. 158, 157. 

TT. PrOCtledmg. of ,Ae BtIOOfId .d""ual COflf1ft~ of tAe IOfDG BaUer • .d.­
aooIa&ta, 1888, P. 10. 

,,, PrOCtle#fittg. of tM TfDenty-Jlft,. .d""ual COflf1entw. of tAe IOfDG BaUer • 
.d .. ociatw., 1911, pp. H-I03. 

TT. PrOCtledmg. of tAe Beven'" .d""ul COIM7ft~ of ,Ae IOfDG BaUer • .d.­
aociatWft, 1893, p. e. 

TT. PrOCtledmg. of ~ TMrty-NOOfld .dtMMlGl COflf1ft'W. of tAe IOfDG BaUer • 
.daocia~, 1918, p. 72. 

Whatever may have been lIr. Deming'. baaia for ezplanation of the preei­
dent '. absence the recorda show that hill memory betrayed him into a I'0Il1 
optimlam regarding the me of the gathering. Ineteacl of 150 baDkerII, 70 
were regietered for that meetlDg.-PrOCtledmg. 01 tM TfDen,,-ftftl, .d,,"'"" 
COflNft~ 01 ~ IOfIIG BIIfthra .daaoola~, 1911, pp. 94-103. 

TT' PrOCtIed"". of ~ BWt" .dtMMlGl COflf1ftt~ 01 'M IOfDa BaUer • .d.-
8CICIIafioft, 1_, P. 1~ 
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"I~. of 1M Blewfttla .d.AtIGI CotlflmdioA 01 tlte IOCG BIIMen 
.duociGtioA, lst7, P. 18. 

m PrOCHtM. .... 01 tM TfIHItlt,,-lIltla .dtlAtlGl Cotl""tioA 01 tM IOCG BIIMen 
.duooiGtioA, 1811, p. 97. 

TlO PrOClledi"ll. 01 tlte FotInlt .d,,,,val Cotlll~tioA 01 'CM IOCG B~ .d. 
HdcatioA, 1810, pp. 58, 80. 

TIl Proo.ed..,. 01 tM Blell~tlt .d •• _ Cotlll~tioA 01 tM IOfDG B...,.. 
.dNOCiGtioA, lst7, p. 86; Proo.~. 01 tM Fow1e~tlt .d •• val CotlllfttioA 
01 tM IOCG B~ • .duooiGtioA, 1900, p. 73; Procudi"ll. 01 tM TfIHItlt". 
lowtlt .d",,_ Cotlll~tioA 01 tlte IOfDG B~ • .duooiGtioA, 1910, p. 37; _ter­
new with 1. K. DinwiddIe, Cedar Bapids, 1918. 

Til Proceed..,. 01 tlte TfIHItlt" .. eCOftd .d""val CotltlfttioA 01 tM IOCG BeaM­
er. .duociGtioA, 1908, p. 21. 

'II PrOCHd..,. 01 1M TwtItlt,,-/ow11 .d •• _ CotlNtltioA 01 tM IOCG BeaM­
er • .duooiGtioA, 1910, pp. SO, 81. 

'" PrOClled..,. 01 tM BeCOftd .d •• val Cotlll~tioA 01 tlte IOCG BCIft1:er • .d. 
1OCIio.&!I, 1888, pp. 19-24-

'II PrOClled..,. 01 tlte Tw.t,,-lIltlt .d."val Cotl""tioA 01 tlte IOfDG BGRUra 
.duooiGtioA, 1911, pp. 94-103; letter from FraU W&I'Ilt!I', lulr 27, 1921. 

'II Proceedt"fl. of tM Twntietla .d""val Cotlll.tioA 01 tlte IOCG BoUen 
.duooiGtioA, 1908, p. 19. 

'17 PrOCllediftg. 01 tlte Twnt" .. ew~tlt .dtlAtlGl Cotl""tioA 01 tM IOV1G BGU­
er • .duooiGtioA, 1913, p. 113. 

'IIPrOCHd..,. 01 tM Tltirt,-tlaird .d".val Cotl17fttioA 01 tM IOCG BcaMen 
.duooiGtioA, 1918, p. 330. u. PrOCHdV&t/. 01 lite TAinY-IIra .d",,_ Cotlll~tioA 01 tlte IOCG B-ur. 
.dNOCio.tioA, 1917, p. 177. . 

TlO PrOClled..,. 01 tM Binla .d".val Cotl17~tioA 01 tM Iowa B~ • .dI­
MHlio.tioA, Ist2, pp. 47, 7 .. 77. 

m PrOCHd..,. 01 tlte FotIrte~tlt .d""val CotlflfttioA 01 tM Iowa B-ur. 
.duooiGtioA, 1900, p. 58. 

7tIPrOCHd..,. 01 tlte 8u:te~tlt .dftftval CotlflefttioA 01 tlte IOV1G BaUer • 
.duooiGtioA, 1902, pp. 48, 85. 

T.I PrOCHd..,. 01 'CM Twmty..t:nlt .d"Aval Cotl""tioA 01 'Cite IOCG Bcmar. 
.duociGtioA, 1912, p. 154; PrOClledi"ll. 01 tlte TMny-/ow1A .d.ftval COMIetltioa 
01 tlte Iowa Bad.". • .duocto.tioft, 1920, p. 14. 
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'21; reqnlrem.en" of, 19. 80. 81. 81. 119. 
13' 181. 188. a8, 151. 162. 168. 15'-
1611. 158. 158, 160, 161. 161. 118. 118. 
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Iowa national banb, 1'9. 150; report 
on, 185; freedom of. from tuaUoa, ID 
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222 
CaplW Iauea 00mmIttea, IlUppon of, b,. 

baHen. 881 
Oapltal stock, 1..,. for. 1111 
Capitol (10'" 01'7). coat of, 888 
Oarpenter, C7ma C., _dation of, 

coneaminl .. .mp baDb, 188 
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orcaDlutioll, 41 

OIerb, WID. Penll, al'I1IJIIIIIIt of, lD fa_ 
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baDlra, 4.0 ; bankln, baterea.. of. 82 ; 
demonantion aplDa&, 811 

Cook, aarcen&' .. 41 Cook, earl:r bank of. 
62; bank atock owned b:r. 88 

Cook, Sarcent. .nd DownCT. earl:r bull: of. 
51; bank atock owned b:r. 88 

Cook and Barcen&, MrI;r b.nk of. 4.11; Iau. 
apnc;r of. 50; branch bank of. 60, 51; 
bank buD4lnC of. 50. 180; bank atook 
owned b;r. 88; anapenalon of. 88; 41_ 
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Weare b.nk .&, 52; MrI;r buka In. 58; 
buk conditions .t. 80; clrcul.tIon of 
bank not. a&, 84.; appUcation froID, for 
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Crimean War, effect of, 48 
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Crlala of 1920, aervlce of Fedenl _ 

IJlltem durin" 218·217 
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DJinoU, free banklAr qat.I In, &8: bank 

no_ of, 68. 80, 118: banJtIAlr Ia_ of, 
n. 81: Stete bank of. 8a. 1U. "'00; 
number of baDb in, 188. 188; nmaher 
of buDdin, and loan -'.tlona In, 
180; "a1ue of f.rm land In, 288; pu­
eh_ of mortrarea In, lIS8: rate of IA· ten., In, 8040; produetion of 00I'Il In, 
820; produetion of hop In, BlO: _ 
reta~ of ballken auoeiatloll In, 8et; 
banka prohibited bT, 880 

IDlnok B.1Iken ~allon, iolA' ...... 
lair willa. 887 

DJinola loin' Stock Land Bank (KImII-
eello. IUlAola), 1_ bJ'. It& 

I_ier.don, Ine_ in, ... & 
IDeome Tr.z Short CoUI'M, ballken .t, a .... 
Inco.e -ea, a_ptlon of :reelen1 1aJaj 

bank bonda from, 181. 188: In_ In, 
802; _latanoe of ballb IA _putII. 
tlon of. 8408. 8B2 

IneorporatioDe, .rdale on, T8 <_ .. 
CorporatiOlM) 

Ineorporadona, Committee on, pe&ltioD ~ 
ferred to. 811; report of, 88, 8T, 401, '11 

IndepeDden' Treu1lrJ', .... bIIa1uDent of, 
12T 

IJidlan wan, I.nd wamn. to IOldien of, 
640 

Indiana, free banJdnlr law of, 68; 1IuIk 
no_ of, 68. 80, 118; Stete bank In, '1~ 
T8. 88. 86. 106. 11 .... 116. 4000; poHq 
of baIIb of. 112; law of. nlall..,. to prt. 
..ate baDb, leT; number of bull"" 
and loan a_alallona In, 280: f_ 
Joana in, 261 

Indutrial PlAanee Corpor.tion, orpnIaa­
tlon of, 80B; attempt of. to operate IA 
Iowa. B08; stock owned bJ" 818 

Indu~, poat war boom In. 118 
Inpam, S. a. ballldn, Intenatll of, M, 115 
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Inpenea, I. B., J'edenl _ft .,. .. 
IUpported 117. 112: oSee of, In Iowa 
B.nken ~.Uo~ 870 

luUmte of B.Dldne. work of. 882 
luurance. promoUon of, b7 ballken, 845. 

866: amount of, held 117 Iowa Banbft 
A8IocI.tion. 879 

luurance comp.nleI, plmllaaM of .... 
p ... b7. 282, 288. 286: Interen on 
monp ... held 117. 285. 808. 806 

luur.nce dep.rtaum, of Iowa BanJuIn 
A8IocI.Uo~ 878, 8711 

luurance for borrowen, 258, 2" 
luur.nce for Konia Plan -p.nt., 808. 

809 
Intereet, rate. of, 111. 268. 267. 2611. 250. 

2151. 252. 286, 285. 2111, 291, 808, 806, 
BlO, 880, 860: p'~eDt of, on depaelll, 
835 

InterDal Bnenn.. OolllJllJ8lioner of, _ 
pone from private bub nqulred b7, 
188 

In ..... nt, buln_ of earI7 bub ~ 56; 
.cU'tiU. of baDb In promoUnC, 841, 
862 

Inn.tment b.nlun, _ of __ of, In 
UU.. 826: lIat of, In Iowa, U2 

Inn.bDeDt baub, creation of. for farm 
morip .... 267; field of, 8215·8211: Ita .. 
tlce of, 827. 828: MCUrlU. hanclled 117. 
827, 828 

Iny.tment MCUrlU., Al. of, on lnltaIl­
ment pl.n, 260 

Inn.tment aerYlce of baub, 861, 862 
Iowa, ear17 .. "I_Ina I~ 1: popnlaUon 

of, 1. 615, 353; reYlew of _nomla COn­
dltiou In, 1·11; pioneer condlUou ~ 
2, 8: .erlaullllral conditione ~ 8, 6; 
.. Wen In, 6; prle. In, 6, 15; Inter.t of 
people of, In baub, 7, 8. 85; orpniaa­
Uon of Territor7 of. 111 ; f.Uure of, to 
pa,. debt to Klnen' B.Dlr. Bl: def., of 
CoutimUon of 1866 In, 61: boundarl. 
of, 61; Idmlulon of, 64.; lmmIcreUon 
to, 65: frontier baDkinC I~ 65·69: aerl­
cultv.ral reeoure. of, 615. 68; d..rtp.. 
Uon of kinde of mon.,. I~ 158-61, 111: 
.Id of Sta. B.nk to, 109, 110: na­
tional baub I~ 180-188, 169, 150: 
n1Ullber of bub In, 188, 168·175, 8158. 
881; banJdne 1 .... e1.Uon In, 185, 188, 
188·162: I.we of, coneemlnc u'tinp 
blub, 188-162, 1511, 156, 157, 1118. 1511. 
180: amount of clrav.1.tlon I~ 1": 
l7Pe of u'tinp baDb I~ 1"; renrla­
Uon on ue of word ''bank'' ~ 168; 
•• min.Uon of baDb 117. 191. 1118, 196, 

lilli, 196; p1aclnc of. In _til J'ed­
enl reeery. d18tr1ct, 206; credI' to 
baDb I~ lilli, 216, 217: n1Ullber of 
bDlldinc and lo.n _al.Uou ~ 280, 
2Bl. 282. 286; bad repnteUon of 
naUonal bDlldinc .nd loan -me­
tlou of, 886, 2815; I.w of. nJaUft 
to fin.. 867; lupenlalon of, oYer 
bDlldinc .nd loan auoaI.Uou, 258-860: 
Yalue of f.rm I.nd In. 868-270: rank of, 
In per c.pit. wealth, 270, 858; f.rm 
mortP'" In. 170·176, 888; p1.alne of, 
In elcbth Pederal f.rm loan di8tr1at, 
289; n1Ullber of f.rm loan auoaIaUou 
I~ 2116; taDtion of morippd prop­
erl7 b7. 802; Inter.' rate. In, 808. 806: 
production of com l~ 820; caW. In. 
820: caWe loau I~ 811. 888, 826: In­
YeatmlDt b.Db In, 8211·829; debt of, 886: 
.Hlmd. of, toward poatal u'tinp baub, 
880; loau In. 889, 860; n1UDber of 
mv.nlclpaUU. I~ 856; prot. of baDb 
In, 858-8119; debt of, to Kinin' B.Dlr. 
888; prohibition of blub I~ 890; q_ 
Uon of depoelt luuranee ~ 626 

Iowa, Terrltor7 of, .tabUahment of, 86 
low. A.crIaulmral Ezperfmen' StaUo~ 

a11rYl7 b7. 869 
Iowa Banken A8Iocl.Uo~ fin' P~den' 

of, 155; ."Imde In, coneemlnc recaJ.Uon 
of prlnte blDldnc, 1611, 166, 167; lIat 
pubilihed 117. 168, 169; reeolution b7, 
concemlnc repone from baub, 117 ; 
b.DldnC departmlnt aupported 117. 1117; 
oppoalUon of, to new en~ dnrlnc 
w.r, 200, 801; blue IIk7 bl11a IUpported 
117, 202; aHlmd. of. toward J'ederaI _ 
._ .,..&em, 206, 209. 810, 811, 812; 
f.rmer-b.nker conterene. held 117, 812, 
216; lnn.UpUon 117, of c1ear1nC math­
ocla, 221: farm credit corporatiou QUu­
IOred b7, 816; .Hlmde of. toward trade 
.eceptane., 889; Interen of, In Inn.t­
mena, 862; f.rm .ceountinc promoted 
b7, 1165; prI.. olrered b7, 166; Income 
tex conference .pooaored 117, 846, 882; 
inter.t of, In .choo'" 868; .ale of bonde 
promoted 117, 849; ~Iutlon for pfto 

paredn_ adopted b7, 850; h18t0r7 of, 
862-882; orpnlutlon of, 862: cooaUm­
tion of, 882, 888; oflleen of, 882, 888, 
866, 868·370, 871; m_benhlp In, 862. 
868, 866, 865, 866, 868, 882; crowth 
of, 868-866; procra_ of, 888, 866, 865, 
866; attend.nce at ..unp of, 868, 
8", 8611, 866, 4.27; ~ee of women 
.t, 886; aoelal faalllree of, 886·888 : 
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contribudon of, towanl enter1am-t, 
367; joint meetin .. of, 867, 888: lIat of 
pr.identa of, 870: place. of _dn .. of, 
870; croup orpnludon of, 871, 872: 
count)' uaoeIationa In, 872, 878: nIa­
dona of, with American BaDUn .A.o­
elation, 373, 87.: proteeti.,e atll"Fioe of, 
87.·877: eetl'Fitiu of, on behalf of_ 
ben, 87.·882: dme lock ezpert emploJe4 
b7, 878: lnauranoe department of, 878, 
879; Iecialatl.,e OOIIIJDittee of, 880, 881: 
lapl dep.rtment of, 881, 882: aetlntlu 
of, for general welfare, 882: crowth of, 
382; oppoaltlon of, to p.ranlee of d. 
poalta, n. 

"Iowa bo7&' corn cont.t", prise In, 8.8 
Iowa Building and Loan I.ape, addr.a 

to, 252: plan ~entecl to, 2118: organl· 
ution of, 268 

10wo Oo,ntlll R."orler, oppoeldon of, to 
b.Db, 8, .3; ebarpa of brlber7 made 
117, 211, 26; edltora of, 28, 27: eharpa 
of, agalnat lOnera' Bank, 80 

Iowa 0lt7, paper pubUahed at, 8: pa7 of 
workmen at, 5: oppoeldon to pro~ 
b.nk at, 8: attempt to utabUah bank at, 
85: conatltutlonal eon.,.ntlon at, 88, .2, 
71: Democratlo con.,entlon at, .7: 
braneh bank of Oook and Barpat at, 50: 
earl7 baDb at, 51, 52: exchan.. baaI. 
n_ of banken at, 58: olre of banb 
In, for depoalta, 58: b.nk not. oIrcll' 
latecl In, 83: acrlp of, 85, 66: head ofIce 
of State Bank .t, 85, 99: branch of 
State Bank .t, 85, 100, 101, 897: -'" 
Inc of bank commlulonera at, 99: meet­
Ing .t, of Board of Dlrectora of State 
B.nk, 102, 117, 128: .tabUahment of 
Firat N.tlo .. 1 B.nk at, 181: aetl'Fitiu of 
Firat National Bank at, 182: clearlnc 
hou ... ucel.tlon In, 175, 176: Inter.t 
rate of building .nd lo.n _elation at, 
250; eoat of Impro.,ementa at, 888 

Iowa Olt)' Branch of State Bank, orpniaa. 
tion of, 101: repreaentatl.,e of, 102: ar­
rlul of 4rat not. .• t, 10" 105: United 
Stat. bonda sold b7, 109: con_Ion of, 
Into n.tlonal b.nk, 118; pro4ta of, 122: 
premium allo ... ed 117, for IIOId d.-lt, 
123 

10 .... CIt)' National Bank, organbadon of, 
118 

Iowa Corn and Small Grain Growen .A.o­
cl.tlon, exlilblt of, 8.7 

low. Farm Bureau Fed_don, f.rm eredlt 
eorpor.t1ona endorsed 117, 81. 

10.... F.rm OredIt Corporation, organIaa. 

tlon of, 818; capital of, 818: et.ocIk of, 
316; control of, 818, 817: ollcera of, 
816, 817 

Io ... a F.rm Kortgap "-ocIatlon, data ... 
cured b7, 270: organlaatlon of, aao: 
_ben of, 281; meetInc of, 285: 4iao 
CUllon before, 296: r.oilltion of, on 
tu exemption, 298, 299: Joint ...... 
with, 868 

Iowa In.,.tlDent Oorporation (Waterloo), 
mention of, .22 

10.... Joint Stock Land Bank of S10u 
Cit)', charter to, 295: plan of orpn\a­
tion of, 298 

low. Loan and Truat OompaD,7 of D.. 
Moin.., buln_ of, 279 

10_ 8tandard, TIw, ducrlptlon of apieul­
tural condltlona printed In, 8, " .: 
b.nelal dIIIenltlu of, .; attltuda of, 
coneernlnc banb, 7, 8; parl7 pre,j1l4lee 
of, 8; .ttltude of, In brlber7 Incident, 
27; comment In, on Oonatltutlon, .8, " 

Io ... a State eou ... of Acr\cnltIlre and ~ 
ehanle Arta, reeonl boob furnlahed 117, 
8U; corn crowinc cont.t promoted 117, 
8.6 

Io ... a State National Bank of Siouz OIq, 
prealdent of, " 

1_ 8_, extract from, , 
Ieett and Browner. earl7 bank of, 51 

Jaekaon, Andrew, oppoeltlon of, to United 
Stat. Bank, 1, 7 

Jackson Oount)', memorial e1renlated In, 
concernlnc Mlnen' Bank, 27, 28; a$­
tempt to .tabUah bank In, 85 

Jewon Count)' Bank (lOchlgan), DOt. 
of, 16, 18 

Ja7De, Hen~, rnra1 cre4lt bID oppoeed 117. 
287,288 

J.IlP, 1'. S., aDd Oompan7, earl7 hank of, 
50 

J.up and StImaon, ear17 hank of, 50 
Jewel~, &toraga of, 8'8 
Johnson Oount)', addreu to electora of, " 
Joint &tock land banb, Inter.t ra_ of, 

292; relation of, to Federal farm loan 
87&tem. 29.: account of, 19 .. 198: 
loana made 117, 29'·808; formatioD of, 
29', 295; capital of, 19" 295. 198, 
297: bonda luued b7, 295; lIat of, ill 
Io ... a, 295; bnaln_ of, 295, 298; _ 
fecta In la ... for. 298, 297, 801; taJt -
emption featurea of, 297. 1198. 800. 801, 
302, 808 

Joliet, comlnc of, to Iowa, 1 
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KIIIUG V .... r. (Ohio). quotation from. 
conC8I'IIiDc baDb, 8 

Kan.... la.... of. relatlft to printe baDb, 
167; farm loanl ID, 261; debenture com· 
paniee iD, 278; 1_ of farmers ID, 2811 

Kanu. City (KI8IOurI). cattle bualn_ at, 
820. 821 

Ken tuck)', bank notes of, 69, 110, 128: 
roJi~y of banb of, 112 

Keokuk. e .. rly bank In, '9, 61; .. ppllca­
lion from, for branch of State B .. nk, 
100; branch of St .. te Bank .. t, 101, 897; 
incorporation of b.nk .. t, 1311: faUure of 
Fir.t National Bank at. 178 

Keokuk Branch of State Bank, orpDisa­
tion of, 101; reprsentatl .. of, 102: 
ch.rgee "CMIlIt, 111: conftrlion of. Into 
national b .. nk, 118: prollts of. 122: ref· 
erence to. 897 

Keoi:uk Lo .. n and BuUdlnC .u.octatloD, or­
canization of. 281 

Keokuk Savings Bank, Incorporation of, 
136 

Kinley, David, Inn.tlcatlon 117, 887 
Kirkwood, S. 1 .• opinion of. concernlq 
b~qla .... , 80, 81. 82; amendments to 
b.nklnc la ..... etoed 117, 81; 1nJl1l8llee of, 
in organlz.tlon of State Bank, 811: apo 
plication 117. for bank: charter, 100: 
prtlllDce of, at meetlnc of Board of DI. 
recto1'l, 102; elecUon of, ... prtIIdllllt PI'O 
tam of State Bank, 102; aid of State 
Bank to. durinC Old War, 108; baD· 
elal ...... tance of, to State, 108: ~ 
mend .. tlon of. concernlnc State Bank 
notes, 118; State Bank notes burned 117. 
1111; .ervlce of, In cloeinC of State Bank, 
117 

Knapp and Eaton. early bank of, 61 
Knorpp C.ttle Loan Oompany (KaIlIu 

City), bualn_ of, 821 
Knoz, Comptroller. reports of. U' 

Labor, United States Oommiuloner of, re­
pon of, on buDdluC and loan -aI ... 
tlon., 281, 288, 28', 2'0, 2'6 

Labor, United Statee Department of, re­
pon of, on buUdinC and loan auoeIa­
tlo.... 280; home bureat. 8po1llDred by. 
211' 

Lafayette (Indiana). bank: at, 106 
Lake, Benj.mlu, appointment of. on Board 

of Directors of State Bank, 811: ~ 
enee of, at meetinc of Board of DI_ 
ton, 102 

Lake Klchlgan, "wild c.t" b.nk neal'. 69 
Land, dlfllcultl .. In purch .... of, 8: apeele 

p.yments requlred for, II; .... of, U. 
56; .peculation In, 6', 66. 118; priee of, 
218, 2118·270; pioneer loalll OD, 2117; 
purchaee of. 8'7 ( ... aI.o Real .. tate) 

Land warrants, un of, by banken, U. 66, 
2&' 

Lanporthy, Kr., application of. for bank 
charter, 100 

L.ngworthy Brothers. bank of, '9, 50 
L .. rp, 10hn 1., ofllce of, In Io .... a B.nken 

AJlsoclation, 870 
Larrabee, William, advice of, to bankers, 

861 
L..... Guarantee and Trust Soelety. Lim· 

lted, orcanlz.tion of, 279 
Le .. ch, S. K., ofllce of, In 10...... Bankers 

AJIeoclatlon, 870 
Lead min.. at Dubuque, 10 
Leavitt, 10hn R., early bank of, 58 
Leavitt and 10hIlIon National Bank (Wa· 

terloo), eatabli.hment of, 58 
Le Claire, Antoine, picture of, on bank 

notee, 98; application of. for bank char­
ter,100 

LeflIer. Shepherd, letter to, concernlnc 
)(Iners' Bank, 211 

Legal clerk, employment of, In Banklnc 
Department, 199 

Legal department of Io .... a Banken A.uo­
elation, 881. 882 

Legal tender, forelp colllI not Included 
In, II; Treaaury notee clnn "'ue of, 
110; State Bank notes accepted a .. 118 

LecIalatloD, Inter.t of Io .... a Bank:en ..... 
loelatlon In, 880 

LecIalatl.. ....oembly of Io .... a. Innatlp· 
tlon. of Xlners' Bank by. 19·29; repeal 
of charter of Klners' Bank 117, 80-8' 

Legialatl .. committee of Io .... a Bankers ..... 
loelatlon, .... ork of, 880. 881 

Leclaleture, apeelal corpor .. tlon chanere 
not to be cranted by, '7. '8 ( ........ 
General ....... mbly and LecIaletin .baem. 
bly) 

La Kan National Bank, faDure of, 178 
LewIa, Walter. aflIdavi' 117, concernlnc 

)(Iners' Bank, 8811 
Llabilltl .. , reports concernlnc, 185 
Liberty bonda, purch .... of. 218. 812; .... 

of, 881, 8(9, 850; Ima .. of. 8" 
LIfe lneuranee compani... farm mort­

cae- purchaeed 117. 278, 27' ( ........ 
IllIurance _paul .. ) 

Lincoln, A.braham, national cv.rreDC)' apo 
pro?ed 117, 129 

Lincoln (Nebralb). joint .tock land bank 
at, 296 
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Lincoln .Tolnt Stock Lanel Balik, loau bJ. 
295 

Llqulelatlon. 218. 218 
U.,a stock, prlcea of. 5: promotion of, bJ 

ballkers. 8.8. 8.7 
LITe Stock National Bank of Sioo CItJ. 

loan companJ ..odatecl wI&h, 821 
LloJcl. O. 0.. repon of. On Iowa Ianel 

TalU". 289 
Loan anel trust companl.. baDldq aetlTI· 

d.. of, 180 : aupenWon of Auelltor of 
State o.,er. 180: number of, In Iowa, 
180. 171 : d..,e1op_t of, 18()'188: 
truat funela of, 181: reculadou of. 181, 
182; powen of. 181. 182, 188: capital 
of. 17.: Intarest palel br, 885: elITlelmcla 
of. 357. 858 

Loan ahark methoda. 805 
Loau. Umltatlou on, 91. 92, 118. 152, 159; 

amount of. 17" 21', 215; plan of, bJ 
bulldinl and loan .. aodaUou, 2 ... "7: 
.eeurllJ of. "5; repar-ent of. to build· 
Inl and loan auoclatlons. 2.7·2111: 1'1Il .. 
of. 291, 298; waJ8 of maklne. 8811. 8.0: 
1'&tea of Intareat on. 8.0 

Lobdell. Cbarl.. E.. eleclalon aplaJned bJ. 
298 

Loeal bnllellnl anel loan a_latiou. tleId 
of. 288. 23.; number of. 28. 

Loekwoocl, E.. counting room of, 13 
Loco-foeo. origin of name of, 885 
Loco·foco paper. quotation from, 8 
Locomotl... IIrat, In Iowa. .8 
Lopnspon (Inellana). bank at, 105 
Lonl. Frank J .• meetlnl called bJ. 280 
Loa bpi.. (OaUforula). meednc of bank. 

era at. 885 
Louea of bullellnl anel loan __ tlOD&, 

"0.2'1 
Loulalana, buUelIng anel loan __ tlo .. 

In. 280 
Lowe, Ralpb P •• bank law proclaimed bJ. 

711, 8.; opinion of. coneernlnc baDIdDJ 
law. 80. 81: picture of. On bank nol-, 
118: reeommendatlon of. concernIDc 
State Balik, 109. 110. 112, 118 

LoTer • .T. W., emplor-ent of ... time lock 
expert, 377. 878; f_ of. 878 

Luc... Robert, m_agee of, concernIDc 
State lOftl'1lment, 88: poUtical uperl. 
enee of. In Oblo, 811, 88: plctare of, On 
bank notea. 118 

Luc ... W. V •• recommendation of, coneerD' 
Inl prlnte bank&, 185 

LJOn&, earlJ bank of, 51: l'lrat National 
Bank of. 51; appUcation bom, for 

b1'&ncb of State Balik, 1111 C- .. 
LJOu CltJ) 

LJou CltJ. b1'&ncb of State Bank at, 101: 
.. tabU.hment of national bank at, 181 

LJons 0117 Branch of State Balik, orpnl. 
atlon of. 101; suit aplnat, concerniDc 
redemption of DOl-, Ill: prollta of, 122 

McOanhJ. C. 0.. recommendation of, _. 
c:orulng examlnatlou of baDka, 198 

McOorcl. .T. H •• ofllce of, In Iowa Banken 
Auociation. 870 

McDougal. .T. B., memberablp of State 
bauka In Federal ~e &J8tam upcl 
bJ. 211. 212 

McFarlane, Hutton, anel Patrick, _panJ 
orlanloecl bJ, 278 

McOrelOr. branch of State Bank at, 101; 
application from. for b1'&nch of Sta. 
Ballk. 105. 108 

McOrecor Brancb of State Balik, orpnl· 
.aUon of. 101; prollts of. 122 

McHen1'7. W. A •• pan of. In orpuiaadon 
of Iowa Bankera AuoeIation. 882: of· 
lice of. In Iowa Banken -'-Iation, 870 

McHncb. Jobn. ofll.,. of, in Iowa Banken 
Auoelatlon. 870 

McKee. D. H •• adelreaa bJ. 278.1179: ... 
Ing called bJ. 280; ofllce of, in Iowa 
Banken Auoelatlon, 870 

Maeklot, Mr •• application of. for bank char­
ter. 100 

Maeklot, Corbin. anel White. earIJ bank of, 
52 

Maoklot and Corbin. earlJ bank of, 50 
McNett, Wm .• addreu bJ. 852. 858 
McNlder, O. H.. ofll.,. of. In Iowa Banken 

Auoelatlon. 870 
Maine, CUrreDCJ from. 128 
Manacera. farma opentecl bJ, 272. 278 
Manning. OalTin. adelreaa bJ. 852 
Kanufaclurlnl. Inereue of. In Iowa, .8 
Maquoketa Branch of State Balik, 101 : 

prollts of. 122 
"Marble Bank" building. lIM of, bJ I'Iut 

National Bank of O .. enport, 180 
Marlon, circulation of bank DOtes at, M 
Marquette, coming of, to Iowa, 1 
Marshalltown. meetlnl of banken at, 870 
Martin, Chari .. H., ofll.,. of. in Iowa BalIk· 

en Auoelatlon. 870 
Ma1'7lanel. bank notea of. 511, 80 
Muon CltJ. e1earlnl bOllM __ don in, 

1711: In., .. lment _panJ at, 8118, al; 
meatlnl of bankera at. 870 

M_nlc Tanple CO .. enpon). ue of, for 
meetlnp.888 
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Kuncla1lM&t., baDldnc Ja_ In, 88, 88 ; 
baIJdIIlg .nd loan uaoci.tiou In, 280; 
I.w of, reI.d .. to tn .. 2"7 

K.ther, TIl_, Mlnen' B.DlI: ownecl b)" 
24 

K_berahlp In low. BaDlI:en AIaocI.don, 
Idn41 of, 868; f_ for, 868 

Ker"handile, bill reI.tlng to bulk ..... of, 
880 

Kerch.nt. Branch of State B.nk (D..,en· 
port), eh.rter of, 101; rep_tad .. of, 
102; conven!on of, Into n.tlon" bank, 
118 

Kerehanta InllUrllne8 Oompan)' (Burling­
ton), Incorpor.tlon of, 136; record. of, 
402 

Kerrick, H. 8., meeting eallecl b)" 280 
KerrilI, Samuel, recommend.tlon of, con· 

cernlng s..,lop baDb, 138 
K_ngar, Georga H., report m.de by, 

190; .ppolntmen' of, .. Superintendent 
of B.Dldng, 198; "h.rter refuecl by, 
201 

Kmoan doll.n, un of, In low., 61 
Kmean W.r, land w.rrant. to soldien of, 

64, 284 
Keyer, HeDr7, banker d .. erlbed b)" 361 
Klehlpn, mone), of, 6, 7, 128; condition 

of b.DlI:. In, 16, 17, 18, 189 ; ezperI. 
_, of, with eta. bank, 88 

Klch!pn b.DlI: colllDll .. loner., report of, 
16, 1811 

Midland Kortpp Comp.ny of Cedar R.p· 
141, suc_ of, 419 

Kilitary .. mee of low. banken, 350 
Killer, Edmund, earl), bank of, 53 
Killer, Homer A" ollce of, In Iowa Bank· 

en Aaaocl.tion, 870 
Killer, Samuel F., preMn"e of, at meeting 

of Bo.rd of Dlrecton, 102; tnancl" 
_latanee of, 108 

KIIIa, O. B., alice of, In low. B.nken 
.baoclatlon, 870 

Khlen' Bank of Dubuque, .... ttl of, 6; 
gr.ntlng of eh.rter for, 10; .rtlclea of 
Incorpor.tion of, 10, 11; reatrl"tiona on, 
la, 11, 12, 18; c.pltal of, 10, 12, 18, 
1", 16; eatabUshment of, 10-18; hiatory 
of, 10·8.; m.napment of, 11; oftlcen 
of, 11, 12, 18, 1"; openIng of, 13, 14; 
notee of, 18, 886; Ineadpdon of, b)' 
Wiaconsin Ieglalatlve committee, 16·111: 
_nd Iecilladve Inveatiptlon of, 15·111: 
report coneernlng, 17, 20, 23, 24; .peaI. 
problema of, 17, 18, 19, 20, 22, 28, 24, 
29, 80: tnanclal .tatement. of, 17, 18, 
19, 20, 21, 22, 23: Inveatiptlon of, b)' 

29 

Firat LegIaI.tlve ~b1)' of Iowa, 11. 
20; Inveatlgation of, b)' Fourth I41a1a. 
tive "-bl)', 21, 22, 28; ehange of 
ownenhlp of, 23, 24; oplnlou of, 28, 
2", 26; Inveatlptlon of, b)' Fifth Lec!a' 
lad .. A.uembl)" 24·27: attempt to repaaI 
eharter of, 24·27, 50: petltiou concern· 
lng, 27, 28; oppoeltlon to, In Slsth Lee­
III.tive Auembl)" 27·211: attempt. to No 

pe" eharter of, 28, 29, 80·84, 886, 887; 
ch.rgee aplnet, 30: failure of low. or.. 
ritory to p.)' debt to, 81, 888: deelaio. 
of court.e· concerning repeei of eharter of, 
32; "IOIlng of, 32; l'6I1lIM of hlatory of, 
32·85; part)' .lignment In oppoaltion to, 
33, 34, 124; purpoae of, 126 

Mlnn_ta, rejectiou of baDll: notee of, 112: 
bad reputation of nation" buUdlng .nd 
loan _elations of, 23", 286; debenture 
compan)' In, 279; .eeretary of baDll:en 
uaociatlon In, 369; prohibition of banta 
In, 890 

Klaalaalppl, I.w of, relative to printe 
b.nke, 167 

Klaalaalppl River, early banka in town. ou, 
""·51 

Klasourl, bank notes of, 59, 60, 128; ex· 
perlment of, with State bank, 88: Jay 
of, reI.tlve to prlnta banta, 167; .... 
of f.rm mortgagee of, 282; -.tar)' of 
baDll:en _el.tion in, 8611 ; orgenlza· 
tion of banken in, 871 

Kiaaourl River, early private banta In 
towns on, 53, 54 

Kobley, M., teatlmoD), of, concorninr :Min· 
en' baDll:, 24; ceuure of, in briber)' 
e.... 26; appointment of, .. cuhier of 
Klnera' B.DlI:, 30; earl)' baDll: of, 50 

KoUne (minol.), tour of, 867 
:MonO)', Kareit)' of, 2, 4; klD4I of, " 6, 7; 

subatitutel! for, 61·69; neecl of uniform· 
It)' 0', 127, 128 

Kon8)'l .nd credit&, tallatlon of, 266, 302, 
303 

Kontana, cattle ioans in, 321, 325 
:Montleello (Illinois), joint Btock I.nd baDll: 

at, 295 
Korgen, Jamea II., uoner.tlon of, In brib­

er)' c .... 2G 
Korpn, Pierpont, reference to, 50 
Kormons, settlement of, Dear Council 

BlufF., 53 
:Morrie, Artbur J., eomp.n)' orpnlzed b)" 

307 
Korrla Plan comp.niea, purpoae of, 306, 

307, 318; organiaation of, 807; list of, 
in Iowa, 307, 308; .saoclatlon of, 308: 
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lnaaraace depamunt In, 808, 808: 
loa... 117, 808, 810, 811, 812: la ..... 
r.te. of, 810; _... for borrowlq 
fro.. 811, 812; 1_ of, 812, 818; 
oW1lenhlp of, 813; dlridnda of, 818; 
maa.pmn' of, 813; 10.... I..... relat­
Iq to, 818, 81'; taxation of, 818, 81'; 
_peliton of, 3a 

lIorn. Plan _p.ny at Walhlncton, D. 
0.,1_ of, 812 

Morn. PI.n Inlaranee Society. orpnlu· 
tion of. 808 

lI""p .nd Debenture Comp.ny, Lim· 
lted, orpnlution of, 278 II ...... bankll1'll. oppoaltion of. to Peder.1 
f.rm loan .,.atem. 298; oppoaltion of, to 
tax ex_pUon, 299 II""" banldnlr. e.rly history of. 274·278 

1I""!red f.nna •• tatlatiea of. 271. 272 
lIortlr'pa, foreeloaure of. 240. 247. 248. 

288, 287; on farma. 270·27(; nlae of, 
278. 274; Intereat r.te. on. 28'. 285, 
8011. 304; lririnlr of, .a collateral. 292; 
aa1e of, 287; taution of. S02; olue of, 
to ten.nte, 8" 

lIoant PI .... nt, .ppllcatlon from. for 
branch of State B.nk. 100; br.nch of 
State B.nk .t, 101, 397; popul.tloa of, 
887 

lit. Pl .... nt Branch of State B.nk. orpn· 
ltatlon of. 101; reprnent.tI.,e of. 102; 
In.,.tlptlon of, 107; proflte of, 122 

lIullally, P .•• ddr.a by. 1152 
lIuaicipalltl., debte of, 328; numben of, 

In 10 ..... 85' 
lIurr.y, W. 1., .ppolntment of. u Super· 

Intendent of Banklnlr, 198 
lluae.tlne, early bank In, '9. 51; .ppllca· 

tlon from. for branch of State B.nk. 
100; branch of State Bank .t, 101. 897; 
clearlnlr hoaae •• aocl.tlon In, 176, 178 

lluacatlue Branch of State B.nk, orpnl· 
zatlon of. 101; repreaentati.,e of, 102; 
norpnl .. tlon of. 108; char.. .plnat, 
Ill; proflte of, 122 

lIae.tlne Coanty. addreaa to eleeton of, 

" lIuta.1 Home Aaaoci.Uon of D.yton, Ohio. 
plan of, 2S8, 288 

lIutu,al .. riup b.nk, p!an of orpnl .. tion 
of. 111' 

lIyer&, 1. K .. tlllinir of. 378: Income for 
wldo ... of. 378 

Nuh, Ohio State en.tor. speech by, con· 
eernlnlr b&nIta. 7 

N.tlonal .nd State B.nt.. Protecd .. .u­
&OCI.tlon, conference held by. 221 

N.tlonal AMocI.tlon of lIorn. PI.n Bank­
er&, orpnlutlon of. SOS 

N.tlonal bank notea, atatua of, u IepI 
tender, 113 

N.tional B.ntinlr Act, elreeta of, 82, 114. 
1115. 186; .doption of. 11 4, 115. 129 ; 
.mndmante to, 143, as 

N.tlonal banldnlr 1,..1-. orllrin of, 127· 
180 <_ aIao N.tional banta) 

N.tion.1 banta, .tabUalunent of. 50. 114. 
115, 130·182; con"lI1'IIion of State B.nk 
br.nch. Into, 11S; note. of, 128. 146. 
148, a8, IN, 388; orilrin of ayatem of, 
127·180: e.pltal of, 129, 134. 148, 149. 
1150, 1155. 158. 17'. 427; po"'l11'11 of. 129. 
180, 228·215; depoeit of bonda by. 130; 
protection alforded by, 181; nUlllber of. 
181, 1'8, 14.8, 149, 150, 153, IN. 170. 
171, 204; dla.dont&pa of. 13'. 1"; 
dnelopmant of, In 10 ..... 143·1150; .p­
portlonment of note. of, 1'3, 1'4; pne­
tl.. of. 1'8; comp.riaon of. wlth State 
b.nta. a8, 1"; ..... of. U8, 147. 
1'8, 1150, '27; depoaite In, 1(9. 150. 
33', 835; 1lI8 of word "State" in title 
of. 1150, 151 ; relation of trut _. 
panl. to. 188, 22'. 225; .tatiatlca COD­

cernlnlr, 172, 215; f.U~ of. 177, 178; 
Ille of. 181; reporta fl'OlD, 188. 184. 
187; ex.min.tlon of, 180, 191, 192; 011-
IIptiou of, to jolu Federal _ .,.._ 
tam, 207; redlseounte of, 2115; ,..,.,. 
reqai~te of, 217; loana on real .­
tate perml&ted to, 223, 22', 278. 805; 
In..,., pald 117, 335; earnlnp of. 357. 
858, 859 

N.t1onal bulldlnlr .nd loan .uoei.tlons, eta­
tI.tlca of. 283. 23' 

N.tlonal currney uaocI.tiona. power of. 
to IaIne currency. 105; formation of, 237 

N.tlonal f.rm mortp ... uoei.t1on, orpn­
I .. tion of. 181 

N.tlonal lIouetary Co_laalon. report of. 
180, 188, 174, 177, 205: creation of. 
205; In.-tlptlon by, 337 

N.tlonal State B.nk of BurHDlrtGn, cI.1m 
of, to beinlr old., low. bank. 49. 50; 
orpnla.Uon of, 118 

N.tional State B.nt of D. lIoln-. orpm­
.. don of, 118 

N.tlonal Surety CompaDY of N_ York. ID­
suranee contraet with. 378. 378 

Nebraak.. .ttltude of. to .... rd banta, 61. 
82, 8': b&nIt notea of, 81-M. 128; I ... 
of, prohibltinc natioD.1 bulldinlr .d 
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loan auoeiation8, 234, 235; farm loan. 
in, 251; debenture companies in, 278; 
IOIIHII of farmen in, 286; placlnc of, In 
elchth Fecleral farm loan diatrlct, 289; 
cattle 10aOl In, 821, 825 

Nebraaka. Ballk of. incorporation of, 62; 
circulation of notes of. 68, 64; yalue of 
note8 of, 64. 

Nebru'" City (Nebr ..... ). bank at, 62 
Nebraaka·lowa bank notes. account of, 

61·64. 
Neptlable note, deciaion relatiye to. 881 
Nemaha Vaney Bank, incorporation of, 62 
Nenda, per capita wealth of. 270 
New Encland, ballk notes of. 59. 128; mu· 

tual lavinp baIlka in, 154; sale of 
mortplrI!II In. 288 

New Hampshire. aale of mortplrI!II in. 283 
New Jeney. law of. relatiye to priYate 

banb, 167; number of buildinc and 
loan auoelatlona In, 230 

New York, bank notes of. 69. 60. 128; 
Btocks to be IOld at. '17; bankinc lawl of. 
88. 127. 167; clearing 8)'8tom In hanks 
of. 219; number of building and loan 
asaociationl in. 230; Morris Plan Inlur· 
ance Society in, 308; orpnlzation of 
banken in. 871 

New York Clearing Houae, report of. con­
cerninc national hanks, 131, 182 

Newbold, J. G.. recommendation of, con· 
cernlng private ban .... 165 

Newspapers, enanclal dllllcultiea of, '; 
ballk .bertl_ents In. 360 

Newton. e.rly ballk of, 52 
Noble, Mr., application of, for hallk ch.r· 

ter, 100 
Nollen. H. S., atatement by, concemlng 

mortp .... 288 
Nollen, John. reminlacencea of early bank· 

ing aiven by. 862 
Norfolk (Virainia). Morri8 Plan company 

orcanlzed at. 807 
North Carolina, mone~ from. 128 
North Dakota, prohibition of private banb 

In. 167. 168; debenturo ('ompaniel! in. 
2'18; 108_ of farmen In. 286 

North Liberty. hanks In, 854 
Nor'''wu!erra BaRker, The, discu88lon In, 

287, 299 
Northw8ltern Mutual Life Inaurance Oom· 

pany of Milwaukee. loana by. 285; fore­
e101urea on mong.... held by, 286 

Note holden, proteetlon of. 188. 886 
Note wue, provialon concern inc. In caee 

of State Bank. 94.·99; monopolization of. 
by national banke, 126; regulation of, 

134.: importance of, 135; profits from, 
U.5 

Notes, conection of, by hanb, 66 
Notes and referencaa, 885-4.80 

Oata, production of. In low.. 4.6 
O'Brien. Michael, opposition of, to banlra. 

87 
Olllcer and PUBe),. bank of. 58 
Ohio. b.nk notel! of. 59. 60; State ballk In, 

72, 8S. 85, 124.. '00; Inenenea of. on 
Iowa. 85, 86; b.nking laws of. 9'; pol­
icy of banlra of. 112; number of build­
ing and loan aaaoeiationi in, 280; law 
of. relatiye to fin •• 2'7; f.rm loana In. 
251, 252; organization of hanken in. 
371 

Ohio Life Inauranea and Truat Company, 
failure of. 68 

Omaha (Nebruka). br.nch of Greene and 
We.re bank a'- 52; eucceu of builclinc 
and loan _iationa at, 251, 254.; Ped­
eral land bank at, 289; joint etock land 
bank at, 295 

Orepn. law of, relaUye to printe banka, 
167; prohibition of banka In, S90 

Oaage, circulation of bank notes at, 64.; 
elearinc houae auociation in. 1'15. 176 

Osborne. Mayor, addr •• by. 851 
Osceola. failure of Pint National Bank a,-

178. 179 
Oakalooaa application from. for branch of 

State Bank, 99, 100; branch of State 
Bank at, 101. 89'1 

Ookaloo8& Branch of State Bank, orpnlza­
tion of. 101; repreaentative of. 102; 
charge apiOlt, 111; profits of. 122 

Otto. Helen. acknowledgment to. xn 
Ottumwa. meating of hallken at, 870 
Overdrafts. prev.lenea of, In Iowa, 861 
Ownen. farma operated by. 2'11. 272, 2'18 
Ownenhlp of hanka. 356. 856 
Oxford Provident Bnlldlng A.uoel.tlon 

(Philadelphia, Pennoylnni.). orpnlaa­
tion of. 230 

Parillr Cit.,.. .pplication from. for branrh of 
S.to Bank, 100 

Palmyra (lIIinoiR), branch bank at, '00 
Paoama Expoaitlon, trip to. 846 
P.nle of 1837, effects of, 2 
Panic of 1857, elPects of, 68. 69. 2'15, 286 
PAnic of 18'18, elfects of. on amount of eir-

eulatlon, 1'4. 
P.nlc of 190'1, effects of. 176. 181. 204.. 

329 
Paper money, doubtful yalue of. 6. "; ef-
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feet. of, 70, 71: 1 .. lIe of, 76 (_ aJ.o 
Bank note. and Oreenbaw) 

I'apen, etoraea of, 168 
Parker, Oeorp B., ollce of, In Iowa Buk­

er. "'-Iatlon, 870 
PanollB, Charle., early bank operated by, 

611, 51 
Pettenon, William, letter to, concernl ... 

Klnera' Bank, 26 
Pawn broken, ec&lriU. of, 306, 307 
P .. non, Mr., eppolDUaeDt of, .. cubler 

of Minen' BaDl; 2B 
PeulOJ. Frucia J. 0., early baDkl ... busl· 

D_ of, 611: COIIIIDIuloD bualD_ of, 611, 
60 

Pella, early bank at, 61: faU1lft of I'IftI 
National Bank at, 178 

Pen1l&yl.,ania, buk note. of, 69, 128: D1II1I' 
ber of buildl ... and loan .-IaUoDB In, 
230: law of, relatl.,o to 8n ... 267: or· 
,anila&lon of bankara In, 371 

Permanent plan of I .. uln, aharM, 237, 
238, 239 

Perpetual Buildlne and Loan "'-I&tlon 
of Waterloo, proftte paid to wlthdrawiDe 
mambera of, 268: loanl by, 266 

Perpetual BuUdlne AaaocIatlon of OIlnton, 
oreanla&tloll of, 281 

Perpetual Sarinp and Lou Aaaoclatlon of 
Cedar Raplcla. orpDll&tloD of. 281: di .. 
tribu&lon of proftte of, UO: withdrawal 
of m_bera from, 2n. 268: loul made 
by. 266 

Per.onal credlte act, oPpolltloD of baDkera 
to, 381 

Penonal property, taxa&lOD of, 302, 808 
Petera Joint Stock Land Bank (Omaha), 

ehartar to, 2116 . 
Philadelphia (PonDIJI ... nla), .lIburb of, 

230 
Pike County ( .. Iaaourl), prlc .. In, 6 
Pioneer banb. function. nf. 54·57 
Pioneero. la~k (If monflY amon«. 2, 8 
Plalte Valley Rank, In~orpnratlon of, 62: 

value of not .. nf, 64 
Polk ('.ounl.7, Di.trlc& CQurt of, caM trlecl 

In. 66 
"Poor Richard and hi. Brother", com· 

municatlou by. 8 
Popular attitude toward banke, cbanea In, 

861·868 
Population of Iowa, crowtb of. 46, 368 
Pork. price of, 6 
Poat notet!. redemption of, 18: luue of, 

888 
Poatal a..,lup baob, oppoaltlon of bank­

ara to, 306: demand for, 829: d'eet of, 

011 buln.., 880: inters' paid by, 830; 
huln_ of, 880, 381, 332: number of. 
381; depoaltora In, 882 

Poetal aarinp funcla. depoaite for, 152, 158 
Poatal aariDp law, p&IIApI of, 829 
Poetal aariqa eyatem, oppoalUon of billik­

en to, 880 
Potatoea, proclllCtlOD of, in Iowa, 66 
Pot&el', E. 0., appointllla& of, .. buk eoa­

mlaaJoner, 711 
Potter, L. 1'., olleo of, In Iowa Banken 

Aaaociatlon, 870 
ProaIda' of 8&&te Bank of Iowa, eIeetioD 

of, 102: duU .. of, 108; eomp&llllaUOD 
of, 108 

Prealc1ante of Iowa Bankara -'-Iatlon, 
lin of, 870 

Price, Hiram, d .. cripUon by, of taauo of 
ICrip, 67, 68; dealp for buk not. _ 
lectecl by, 98: burnlne of old note. de­
acribed by, 911: ~ce of. at 1Il88Unc 
of Board of Directora, 102: e1ecUon or, 
.. Prealdat of State Bank. 102, 103; 
ftnaneJal ualatance of, dDrine Ci"u War. 
108: record of meeUne Ilpecl by, 118 

Pricea, __ pl. of, 6, 6, 66 
Primary fundoD. of baob, di8cuaaion of. 

888·861 
Primary roacIa. Impro.,_ente of, 828, 368 
Prl.,ate bankara. bonds requlrecl of, 167 
Prl.,ate baDklDe, biatory of, In early M" ... 

llealppi R1.,er to'WllB, 69·51 
Priftte banke, .tabllah_& of, In early 

Iowa, 68·56. 188. 186: credit eben by. 
112: number of, 92, 182, 188, 168. 163 
1"- 169. 170. 171, 181: &COO1lDt of. 
182-185, 168·1118: data from, 133: capi­
tal of. 188, 176; &d.,utacoa of. 186 
135. 186: ,I .. of, 168: Deecl of State 
IUJl8"ia\OD oyer, 168, 185, 166, 167: 
de.,e1opDlat of, 163·168; faU1lftB of, 
185. 179. 180: J'eIItrlcUoDl on n __ of. 
IR8: prohibition of Dew, :l01. 202. 203. 
3110; farm IIIOripcoa held by, 276: d. 
poalte In. 386: IDterea& paid by, 335: dl· 
ridends of. 367. 858: ddnition of. 605 

Proftte of baob, &I1IOllDt of. for branch. 
of State BaDl; 121·123: tliatribDtion of. 
by buUcline aDd 100u aoaociatiollB, 23'· 
261: data ou. 3560859 

Prollte of buUdinC aDd loau .-IatlODl. 
dlriaJou of, 261. 262. 263, 266 

ProtecU.,. eerrice of Iowa Baukara ~ 
elation, 376·877 

Public debt, alllOllD& of, ID Iowa, 326 
Public Impro_atl, IDtereat of baDkera 

ID,3611 
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Public welfare, actlYities of Iowa Ballken 
Aaaociatlon for, 882 

Publlcit)' for banks, 859·861 
PUReY, W. H. K., bank condltlou d. 

Icribed by, 60 

Quieley, Mr., IIltIntlon of, 25 
~lIinton, Ricbard, oppoaitlon of, to banb, 

38 

Railroad, 8nt, in Iowa, '6 
Rand McNally and Company, lltati.tica of 

banks, given by, 169 
Real estate, ownlne of, by banks, 98, 130; 

loan. on, 18', a6, 228, 225, 276, 277, 
305; Inyesbnenta In, by saYinp banka, 
1'0, 156; uae of, aa HCurlt)', by buDd· 
inc and loan aaaociationa, 2'5, 24.6, 2'7 

Real estate buain_, relation of earl)' banka 
to,S', 55 

"Red doc" mone)', 6, 7', 128 
"Red·bone" currenC)', 60 
Red8e1d, F. G., poaltlon of, as treaaurer of 

Iowa Farm Credit Corporation, 817 
Rediscount&, amount of, 21', 215; priyl· 

Ieee of, 218, 228, 817, 8'1 
Reme)', Jobn T., ollee of, In Iowa Banken 

Aaaociation, 870 
"Report of the Select Committee of tbe 

States on the CurrenC)''', discUBBion of, 7 
Reporta from banks, number of, 188, 18', 

185, 186, 187, 188, 189; penalt)' for 
not fumlsblnc, 187 

Republlcau, number o!, in conyentlon h. 
1857, 71; 8nancial support ofrered by, 
108; opposition of, to Federal Beaene 
Act 205, 206; poatal laYinp lawen· 
acted b)" 829; opposition of, to deposit 
insurance, '2' 

Beaene, requirementa of, for State banks, 
152, 158; requirementa of, for uYinp 
banks, 157; amount of, 21'; interest on, 
222; requlrementa of, for national banks, 
225: bill coneeminc, 880 ( .... a1ao Oasb 
reaene) 

ReMne cities, deposita of banks In, 207, 
208; pro8ta of banks in, 856, 857 

Retrenchment and Reform, Committee on, 
appeal to, reiatiYe to ballk charter, 200, 
201, 202 

Reynolda, Arthur, Federal ReaerYe Act aup· 
ported by, 206; oftlee of, In American 
Ballken Aaaoclatlon, 87' 

Re)'Dolda, Georp, ollee of, in American 
Banken Aaaoclation, 87' 

Roada, bonda for, 826, 828; inteHllt of 
baoken in, 8'8, 880 

Rock I8Iand (Illinois), mMtinc of ballken 
at, 867 

nocldnrbam, 80ur mill at, 86 
Jtopn, Thomas, opposition of, to Miner.' 

Bank, 2'; petition presented by, 28 
Itoot, A. C., earl)' ballk of, 51 
Itupert, Benjamin, appointment of, as trus· 

tee of Kin en' Bank, 31 
Rural credit law, proposed, 287, 288 
Rural credita, proposed syatem of, 287, 8'0 
Ru.saeIl, Jobn, report coocerninc banka 

published by, 186 

Safety depollt bUlin_, 84.8, 8" 
Safet)' fund, uae of, in State Balik 

branches, 9', 95 
St. Josepb Cattle Loan Company, buain_ 

of, 821 
St. Louia (Mlaaourl), prices at, " 5 
St. Louis Cattle Loan Compan)" buain_ 

of, 321 
St. Louis Gas Licht Company, purcbase of 

Minen' Balik b)" 23, 2'; bankruptcy 
of, 26 

Sanford, H. W., bankinc actlYity of, 55 
Saunders, R. C., employment of, in pro· 

tectin work, 375, 877 
"Savinp", restriction on Ule of, In bank 

titles, 14.1, 162, 165 
Sayinp accollnta, encourapment of, by 

natloaal banks, 225 
SaYinp and loan &uociatlona, orlrin of, 

229, 280 
Savinll baDb, capital of, 80, 188, 135, 

156, 158, 159, 17', 880: number of, 
187, 1'1, 1'2, 1'6, 158, 15', 155, 156, 
159, 160, 164., 170, 171; establishment 
of, 138; laWl concernlnc, 138'1'2, 155, 
156, 157, 158, 159, 160; deposita In, 
189, 33', 885; coyernment of, 189, 157, 
158, 159; InYeatmenta permitted to, 1'0; 
lupeniaion oYer, 1'1; ltatellltlnta from, 
l4.1; reorganization of, 1'8; _ta of, 
l4.6, l4. 7, 172, 173; t)'pea of, 15', 155; 
deYelopment of, 154.·160; adYantarea of, 
155, 156; inyestment of funda of, 156;' 
property owned by, 156, 15 7 ; calb reo 
lene fund of, 157; withdrawal of d. 
poalta from, 157; replacement of capital 
ltoelt of, 158; aurplul funda of, 158; 
dlrectol'8 of, 1511; llmitatlou on loana 
by, 159; aile of, 160; limiIarlt)' of trust 
companies to, 162; ltatiatica on resources 
of, 1611 ; reporta required from, 186, 
187; rlcbt of jolninr Federal _ 
ayatem giyen to, 208; loanll of, 2l4.; r. 
.enes of, 214, 217; relation of, to na' 
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tional banka, 276; I'Hl .tate In •• '· 
ments of, 277; purchase of morte ... 
by, 282, 2113, 286; in .... t_nta of, in 
IInance corporations, 315; Inte~t paid 
by, 335; di.ldenda of, 857, 358 

Schanke .nd Oompany ()laaon CII7), bul· 
ness of, 326, 828, 422 

Scholte and Gr.nt, early bank of, 51 
Scbool dlatrlcts, debta of, 326 
School fUDd, lepl tender for, 113 
School_, IDter., of banken In, 848 
Scott County, attempt to .tebllah b.nk 

in, 35; corporation in, 66 
Scrip, use of, for money, 65·68 
Secondary b.nkinl functiona of banka, 

361·8" 
SecTetery of Iowa B.nken Aaaoclatlon, 

election of, 863; aalary of. 364; duti. 
of, 868; permanent aer.ice of, 869; of· 
tic .... for, 869; Dam. of, 871 

8e~ret.ry of State. tiline of articl. of In· 
corporation with. 186. 137. 151; report 
of b.nke to, 186 

Secretary of the State Bank of Iowa, elee· 
tion of, 102, 103; duties of. 104; com· 
pensatloD of, 104 

S"rlal plan of luulne ah.res, 237. 238, 239 
S~ttlerM. arrival of. In Iowa, ·1, 4 
f{e,~uth Leei81atlve A_bly. repeal of 

charter of MiDen' Bank yoted by, 30· 
34; aUitude of. toward banka. 35 

Shade, eh..... ofllee of, in Iowa B.nkers 
A.Bociation. 370 

Shambaugh. Benj. F .• editor'a introduction 
by. VII; ackDowledgment to, Xli 

Shareholden, liability of. 139; rilht of, to 
vote, 254 

Shaw. Lealie M., mor&cace aales by, 283 
Shawneetown (lIIiDOis). branch bank at, 

400 
Sheep, prices of. 5 
Sherman. Buren R., recommend,t1on of. 

concernlnl private baw, 163, 165; ree· 
ommendatioD of, concerning b.nkine de· 
partmeDt, 197 . 

Sherman, Hoyt. history of early baw 
liven by, '9, 55, 56, 59; banklne In· 
!eTeAts of, 62; appointment of. OD Board 
of Directors of State B.nk, 86; deslp 
for bonk nol_ selected by. 98; pres· 
ence of, at meetinl of Board of Direc· 
ton. 102; election of, s" secretary pro 
tem of State Bank. 102; sketch of bUBi· 
D"'" career of. 890 

Sherm.n, Hoyt. and C<lmpany. early bank 
of. 52 

Sherman. John, IntlueDce of, in adoption 
of national baDkine act, 129 

Shiel"', John G .• appointment of, as trua· 
lee of Kiners' Bank. 81 

"Shinplastera", diaaatiafaciion with, 97, 
128 

Silver. COiDS made of, 6 
Silverware, atorace of, 3'3 
Sioux City. hraDeh of Greene and Weare 

bank at. 52; land ofllee at, 53. 275; 
banke at, 58, 54. 55; otrer of baw In, 
for deposita. 56; circulatioD of bank 
notel 01. 64; application from, for 
branch of State Bank, 100; c1earine 
house allOCiation in. 175, 176, 177; fail. 
ure of Fint National Bank at, 177, 178; 
failure of Sioux National Bank at, 178; 
reserve requirementa of bankl iu, 217; 
joint stock land bank at, 295, 298; prof. 
Ita of baw In. 357; meetin, of bank· 
en at. 870 

Sioux Cil7 Bond .nd Kortpce CompaDY. 
mention of, 421 

Sioux Cil7 Cattle Loan Company. oreani· 
.. tion of, 321. 322; busin.. of, 322-
3:lS, 325; mention of, .21 

Sioux Cil7 Clearine HoulO, orpnisation 
of. 175: exehances in, 176, 177 

Sixth Lecialative Auembly, oppeaition of, 
to Miners' Bank, 27·29. 33 

Slagle, C. W •• appointment of, aa bank 
commiaaioner, 84: presence of. at _. 
ing of b.nk commlaaionen. 99 

Smith, S. F.. olllce of, in Iowa Bankers 
Auociation, 370 

Smith. W. T., presenee of •• t meetinl of 
Board of Directors. 102; enanclal aup­
port otrered by, 108 

Soeial featu~ of Iowa Banken Aaaocla· 
tion, 366·B68 

&Iomon. Daniel H .• motion by, 74 
"&me Kistakes in Bankinl". addreea on. 

365 
&uth Dakota. law of. rel.tive to printe 

bBnka. 167; debenture campani_ in, 
278. 279; 1_ of farmen in, 286; 
placine of. in elehth Federal farm loan 
diatrict, 289; cattle lo.na in, 321, 325 

&ulhern States. bonda of, 58, 115 
Rpanlsh coins. uae of. In Iowa. 6, 60. 61 
Special election. vote at, on bank bill, 75, 

84 
Special I7PIlII of bankine, 308-332 
Specie. I.ck of. 5. 6; amount of, in Miners' 

nank. 17. HI. 19, 20; paymenta in, 17. 
18. 337. 888; requirement of, in I.nd 
aales. 55; reserve of. in branch. of 
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State Bank. 95. 96. 119. 120; requIre­
ment of. for taxee. 112 <see alao Specie 
vaymenta) 

Specie Circular of 1836. 55 
Specie paymenta •• uapension of. by Kinen' 

B.nk, 20. 21. 22. 28. 2'. 25. 28. 29. 
30. 81. 88; .uspeneioa of. 96. 118; .ub­
stitutlons for. 110. 111 

Spe.le Resumption Act, p .... ge of. 14' 
Speculation. incr_ In, 2 
Spirit Lake. bankers' convention at, 351. 

363. 870 
"Spite banks". denial of cbarters to. 200. 

201 
Springer. Francia. letter to. coneernlnl 

Kiners' Bank. 26 
"State", restriction on uae of. In titlee of 

banD. 150. 1151, 160. 162. 165 
State bank. proposal for. 86, 87. 71. 72. 

73. 75 
State Bank notes. hlP. ltandinl of. 111· 

11'; Itatua of. as lepl &ender. 112. 113; 
boarding of, 113; reduction of. 116. 
117; burning of. 116. 117. 118 

State Blnk of Iowa. brancbee of. 50. 51. 
52. 6'. 85. 87. 88. 89. 90. 91. 92. 93. 
99. 100. 101. 10'. 105. 126, 134. 397; 
president of. 67; recomlD8nd.tlon for. 
7l; objection to name of, 73; interest of 
S. J. Kirkwood In. 82; .uthorizatlon of. 
83. 8'; experience of other States need 
•• euide for. 83. 84; hiatory of. 83·125; 
vote on. at popul.r election. 84; com· 
ml .. ioners of. 8'. 85; provlsione of 
charter of. 8'·99; liahility of stock· 
bolders of. 88; reports of. 90; In· 
terest rates of. 91; notes of. 94·99. 104. 
105. 110. 111·118; burning of notes of. 
98, 116. 117. 118; organization of. 99· 
106; lint meeting of Board of Dlrecton 
of. 101. 102. 103; olll.en of. 102. 103. 
10'. 105, 108; supervision of brancbee 
of, 106. 107; aid of, to State. during 
Civil War. 108. 109; purchue of State 
and Federal bonds by. 109; depoafta of 
State mon87 in. 109, 110; Ananclal 
statement of. 110. 119. 120; relaUon of. 
to national s,..tem. 114. 115. 116, 118; 
reUrement of circulation of. 114·118; 
closing of husin_ of. 117. 118. 135; 
prollta of. 121·123; lummary of ... ork of. 
128, 12'. 125; freedom of, from political 
dilllcultl... 124. 126; IUC_ of. 127; 
reference to, 133; real estate l8Curity 
not accepted b" 267. 275. 305 

RtAte banking la ..... lack of. 186. 196 
State banb. quality of circulation of. 2; 

number of, 2. 195. 187, 146, 163, 154, 
164. 170. 171; tax on notes of. 82, 114, 
115; 8ystem of. 128·142; Iowa !aWII 

concerulnc, 135, 188, 148, 160, 151, 152, 
153, 15'; establiabment and statu of, 
135·138; reporta b" 186. 137. 184, 185. 
186, 187. 188. 189; provillona concern­
ing. in Ood. 01 l818. 187. 138; capital 
of. 187. 146. 151. 152, 158, 154. 165. 
156, 174, 427; comparison of, ... Ith na· 
tional bank&, 146. 147. 222; _ta of, 
In Iowa, 146. 147, 427; titles of. 150, 
151; development of. 160·154: Illlng of 
articlea of Incorporation b,. 161; ltate­
menta from, 151; government of. 151. 
152; loana b,. 151, 214; cub reserve 
of, 162. 158. 214. 217; reI.tlon of. witb 
Federal r_ne .,..tem. 152, 207. 208. 
209, 211. 217. 218. 219. 220. 221, 222; 
number of dlrecton of. 159; statlatlca 
on reeourcee of. 169. 172. 173; faUures 
of. 179; examination of. 192. 198. 194. 
195. 196; real estate In.,eatmenta of, 
277; In.,eetm8nt of. In IInance corpora­
tions. 815; deposita in, 884; Intarest 
paid by. 885; dividendi of. 857. 958 

Stata Oentral S..,inp Bank of Keokuk. 
organlz.tlon of. 118 

State Hiatorlcal Soclet, of Iowa. acrip In 
poaaeaalon of. 65 ; fractional currene, 
belonling to. 97 

State National Bank of Keokuk, organlza· 
tion of. 118 

StAte rural credit 1 ..... proposal for. 287. 
288 

State Unl.,enlty of 10..... Income tax con· 
ference beld b,. 946. 882 

Statehood. moyement for. 88 
Stevenll. Andrew J.. mone, circulated b" 

M.65 
SteYenl. A. J .• and Oompan,. banking In­

terata of. 65; reaponlllblllt, of. for bank 
notes. 85 

Stevena. L. E.. olllce of. In Iowa Banken 
Aaaoclation. 970 

Stimson. Kr .• dlcest by. 185 
Stock, payment for .baree of. In building 

and loan uaoelaUona. 248 
Stock, lI.,e (see Lin stock) 
Stock7""Staii"'"Baiik,-dlatributloD of. - 87; 

transferabilit, of. 88 
Stock quarantine. need of mODe, during. 

227 
Stock .avinp baw. plan of. l1i4: nDmber 

of. 155 
Stockholden, lIabutty of. 29. 40. 71i. 78. 
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78, 88, 150, 152, 180, 2115; nlUDber of, 
355, 358 

Stodla, depoelt of, as nearlt7, 71, 80; 
fraudulent, 213, 842 

StoDe, lIr., work of, for Xuaeatine Branch 
of State Ballk, 106 

Storm Lake, fanure of Firat NatioDal Bault 
at, 178; meetinc of baDken at, 370 

Stuart, robber7 of baDk at, 878 
"Stump·taU" curranq, 80, 128 
Sture-. Solomon, aDd SoD, c10einC of ac· 

counta wi til, 107 
Sundblad, .John, Id1llnl of, 376; fund for 

famU7 01, 878 
8uperrialon of baDlrlq, 183·203 
Supreme Court of Iowa, deciloion of, con· 

carninl lIlnera' Bank, 32; deci"on of, 
relative to necoUabie not., 881 

Supreme Court of tile United Sta_, d .. 
cialon of, reletive to trut compan7 pow· 
era, 224; decleion uf, relative to taz _. 
emption of l'ederel farm loan .Ptem. 
800, 801, 802; taz _emption _ de· 
cided b7, 800, 805 

Surplua fund, autlloriution of. 158 
"Swlndllnc", moUon to 'Ublltilute, for 

"benldnc", 80 

Tablea, 1111, 120, 122, 1411, 150, 171, 178, 
174, 178, 178, 232, 288, 271, 272, 807, 
311, 857. 870 

Taft. William H., poetal a .. inp lew Biped 
by, 8211 

Tallllll&ny HaD. meetinc at, 885 
Tarbell, Xr .• verdlc& for, 85 
Taxation, reporta for purpoaea uf, 18 3 ; 

amount of, lor bundlq and loan _ 
elatlona, 284, 285; _emption of bonda 
of Federal land baDb from, 2112; _. 
emption 01 joint atock land baDk bonda 
from, 297, 2118; exemption of Federal 
larm loan aystem from, 298·308 

Ta"ea, activitlea of banka In collection of, 
56, 846; apecle required for, 112; lecal 
tender lor, 112, 118 

Taylor, Rlcharda and Burden, earl7 bault 
01, 50 

Tekama (Nebraalta), Bault of, Incorpora· 
tion 01, 64 

Tenanta, farma operated by, 271, 272, 273 
Termlnatinc plan of I .. ulnl.barea, descrlp. 

tlon of, 287. 288, 289 
Tex ... farm loan _clatione In, 294; 

farm loana In, 808; nve atocIt produc· 
tlon in, 320; orpnlutlon uf baultera In, 
871; baDb problblted b7, 8110 

'1'blrty __ tIl General -'-b17, baDklnc 
department _ted 117, 197 

Tho_, E. H., and Compan7. early baDk 
of, 51 

TIl_INo,,'. BaM·Not. B."ort.,.. publica· 
tion of, 59 

Thrllt, Inculeatlnl habit 01. 281, 282 
Time lock _pert. emplo,-ment of, 877, 878 
Tipton, earl)' bault In, 58 
Titua, O. X., meatinl called b7, 280 
Tobacco, price of. 5 
Toledo (Ohio), meetinc at, 284 
Towner, H. X., oppoeltion of, to Federal 

ReArve Aet, 208 
Towna, nlUDber 01 baDb in, 354 
Townahlp acrip, _ of. 85, 88 
T07, .Jamea F., opinion of. concerninc joint 

stock land ·banka, 298, 299 
Trade aeceptanC8l, _ 01, 228, 8011, 888 
Treuurer 01 tile United Stat., depoal' of 

neuritiea with, 152, 158; reporta to, 18' 
Treuur,-, Becretar,- of tile, _berahlp of. 

In Federal Farm Loan Board, 288; nock 
.ubllerlbed b7, 289 

T ..... ury Department, currenc7 bureau In, 
129; home bu .... u in, 284; purehue uf 
farm loan bonda b7, 800, 801 

Treuur,- notea, maldnc of, lecal taDder, 
110, 118 

Tremain, O. L., mon.,. borrowed b7, 55; 
addreu by, 82', 851; tribute to, 883; 
d .. tIl of, 888; ollce of, In Iowa Banlrera 
Auoclation, 888, 870 

Troopa, _pen.ea 01, durinC Old War, 108 
''Truet'', Ule of, In name of corporation, 182 
Trual companies, UHta of, In 10 .... 1'7; 

.tatlatlca on, In Iowa, 173; riP' to Join 
Federel nune aptem elven to, 208; 
relaUon of, to naUonal banka, 278; in· 
veatmenta of, in IInanel corporationa. 
815; depoelta In, 834 (_ alao Loan and 
trUlt companlea) 

TrUlt compan7 power&, a:tenalon of, to na· 
Uonal baDb, 22', 225 

TrUl' departmenta, eatabllahment of, 348 
Tuthill, W. R., early baDk of, 53 

Union BuUdlnC AuocIaUon (Oreawlch, 
Eneland), eatabUahmeDt of, 1118, 280 

United OaWe Loan and Lift 8toeIt Oom· 
pan7 (Dea Xolnea), mantion of, '21 

United States, number uf Btata banka In, 
135; buUdlnc and loan -maUona In, 
230 

United Statea Leape of Looal Bul\dlnc 
and Loan Auoclatlona, meetinc of, 283; 
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organisation of, 283: home bureau apou­
.ored b7, 28' 

United Stat. Supreme Coun (_ Supreme 
Com of the Unltecl Stat.) 

Us1lrJ', provlalon concemlq, 258 
Utah, law of, relatlYe to pri.,.te banb, 187 

. Vandalia (Illinois), bank at, '00 
Van Valkenberg, A. S •• decision of tax ex-

emption case b7, 300 
Vault.., care of .,.luab1. In., 343, 3'4 
V_ont, sale of mortp .. In, 283. 288 
Vice Pra.ldent of Stata Bank of Iowa, 

dutl. of, 108, 104 
Viele, S. D., Stata Bank not. burned b7, 

116: nmce of, In c10dDg State Bank, 
117 

Vigilance committeel, 875 
Vinton. circulation of bank not. at, 6' 
Virginia, bank not. of, 59, 60, 128 

Wage earnere, need of. for loans, 306, 307 
Wallarel, Xr., mention of. 25 
Walworth. Georp H., a&taclt on Williama 

b7,27 
Wapello, applleatlon from, for branch of 

State Bank, 100 
Wapello acrip, umpl. of. 65 
Waplea, F. 0., mention of. 25: Jlat fur­

nlehed b7. 281 
War actl'liU8I of banks, 349. 850 
War FInance Corporation, aupport of, b7 

banken, 881 
War of 1812, land warrant.. to .oldlen of. 

5'. 28' 
Ward and Br7an. earl7 bank of. 52 
Warehouna, bonding of, 316 
Warner, Frank, poaftion of. .. 8ecretar7 

of Iowa Farm Oredlt Corporation, 317: 
e1ecUon of. .. Secretar7 of Iowa Bank· 
en Aa.oclatlon, 371 

Warrant., marketing of, 109 
W .. hington, earl7 bank In, 53: appJleatlon 

from, for branch of State Bank, 99, 
100: branch of State Bank at, 101 

Waablngton (D.O.). gold·nttlemen, fund 
kept at, 219 

Wa.hlngton Branch of State Bank, orpnl­
satlon of, 101: conyeralon of, Into na­
tional bank, 118: profit.. of. 122 

Waterloo, earl7 banka In. 53: applleatlon 
from, for brancb of State Bank. 100, 
106: clearing bonn anoelatlon In. 175. 
176: buDding and loan _Iatlou at, 
2'8. 248. 250: meetinc of bankera at, 
268, 867, 370. '22: ltadatlca conoarn-

Inc Xorrill Plan compan7 at, 807, 811, 
312 

Waterloo Building And Loan Aa.oelatlon, 
dlltributlon of profit.. of. 2'0; with­
drawal of members from, 2'2, 2'8; loau 
b7. 2'6 

Wealth, amount of, Iu Iowa, 358 
Weare, George, deacriptlon of bank of, 58, 

5' 
Weare, John, bank of, 58, 5' 
Weare, John, Jr., trip of, to Fort Dodge, 55 
Weare, Finch, and Compan7, earl7 bank 

of, 52 
Wea'l8r, Jam. B., election of, to Con­

cra.e, 1'5; nomiuatlon of, for Pnd­
dent, 165 

Webber, J. F., meeting called b7, 280 
Weed, Oheater, prennee of, at meeting of. 

Board of Dlrectore, 102; election of, 
aa Pra.ldent of State Bank, 102; dill· 
cult)' of, 0'l8r specie pa)'ment&, 112 

Weeke, John, Federal Reaene' Act IUP­

ported b7. 209 
Welser, O. J., Iny.tment Banker (De· 

corah), mention of, '22 
Weat, deacriptlon of monO)' In, 58·69, 128; 

national banka In, 181 
Wea' of Scotlanel, Amerlean In'l8ltmen& 

Compan7, Llmltecl, operation of, 2711 
Weat Union, bank _ appealed fro .... 201 
Weatorn Ezehange, FIre and Xarine Iuur­

anee Compan7, banklnc actl'litlea of, 61. 
62 

Weatorn Stage Comp;,n7, acrlp lelued b7, 
88 

Wheat, price of, '. 5; product.lon of, In 
Iowa, '6 

Wbip, attitude of, toward Dnltecl Stat. 
Bank, I, 7; attitude of, toward Klnen' 
Bank, 88, 84; attitude of, toward banka. 
86, 39, '2, '8, " 

White·Philllps Compan7 (D&'Ienport), men· 
tlon of, '22 

Whiting, Timotb7, presence of, at meeting 
of Board of Dlrectore, 102 

Whitne7, N. R., work of banken In aale 
of war bonda d.cribed b7, 850 

"Wild cat" banking, erila of, '7, 59 
"Wild eat" monO)'. 8, 74, 118, 11', 128 
Wililama, Ell.. H., appointment of. on 

Board of Dlrectora of State Bank, 88 
Williams, Henn, and Compan7, earl7 bank 

of, 58 
Williams. Jease, tostlmon7 of, In leelala­

"" brlber7 can, 26; attaclt on, 27; loan 
secnred b7, 888 

WlI.on, Judce, trutoea appolutod b7, 81 
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WIIIoD. Woodrow. ID.DputiOD of. 205. 
Feder'" ""no .,.tem lupported 117. 211 

Wi.coD.ID. baDldD, I.w of. 58. 81. 82. 
DOte. of. 59. 60. 128. purch.ae of mort­
prea ID. 288: secreta..,. of baDken _ 
ciatioD ID. 869; prohibition of baDb ID. 
390 

WlaconalD. Territo..,. of. application to Ier­
lelature of. for baDk charter. 10: in· 
..... tI,.tlon of Miners' B.nk b,. 14·19; 
adjournment of lerllllature of, 111 

WomeD. preeeDCO of. .t meetinp of Iowa 
Bankers Auoci.tioD, 366 

Wool. Jo.na OD. 816 
World War. ell. of. OD baDldn, .... 

.oure .... 1611. 181. 210. 211; beDeAte of 
Federr.1 ""no .,.tem durlD,. 227. 228. 
eemca of bankers duriD,. 3e9. 350 

WyomlD,. placiD, of. in eighth Federal 
farm loaD diatrlct. 289; lutereat rate. 
iD. 303. 30e: cattle loana ID. 321. 325 

YeomaDa. 8: P .• laDd ollee iD charp of. 5e 
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