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PREFACE.

LEE followlag treatise on Beaking, written bF, parhaps, tha oldest practical banker fn
Amarles, wes pablished orlglnally ln tha June hamber of the Bankers' Magazine, for
L1549, Inowas extensively notlesd by the 2afly peess In many paris of our Tnbon, and
It Information en the sudject of bunking was desmed so wselul 1o every olass of per-
wond, Wt sovaral of 1he pepers bn the Stats of New York recommenaled that a eopyaf
tho trestiae shoald be placed In avery schoal disteien library in the State, No doobt the
procuteisent of bank [Dans would be faciiliatsd Yy a knowlsd=e 1hai bank bnans arg ot
propeely accurded ax pessins] fovors, of dlatribaied by the caprice of benkera, (though
such erfruneoes opinions are nod wedciumon,) bul depend on principlss which tha tres-
thes discloses, and whisk can be sonfirmied Lo bY parsons who desite Lo became bars
TuWars,

The Bankers' Marazioe, of Lomfon, quoted Largely from the work, and with moch
eommeriytion ; and bankers everywhers who have seen it seem 10 unlts in s praisa,
The first adition i3 now ont of print, excepd ng it oxista §n dlve illed wolams of the
Bankers' Magesino, baond op with the sther matter ofthe volume, and sames copies of
which ars sibll for sale by the aditer and sy pevernl of hls sgencies in dilfrent citizs
But ea lnquirles for the frentkse are nomerons, from diffgrent placen, and an eoder fora
copF of the work has just been recerved from Parda, the editor has republished in, caee
fully revised by the amtbor, and accompanied it with several other rrolclas fros other
soirees; bl making; in the whols, a volome that eannat fafl of being wseful 1o
bankers, and to roaders of every kind wha desire & knowiedze of what hna heraiofire
b 1, Bmmened Lhe oecult aclencs of Danking.
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A TREATISE ON BANKING.

BY A. B.JOHNSON.

PART FIRST.—THE BANK.

€ Descount or Interes?. — Banking consists, principally, in lending
moncy of the legal rate of interest, and, sometimes, under.  The loans
are called diseounts becomse the interesl is poid in advence and deducted
from the amount of the note. Do 1f o bank were o dednet =even dol-
Tars frorm & hundred dollar note payeble a year piter date, the bank
wonld receive scven dallars for a loan of only ninsty-thres dollwrs, To
avoid such o result, which is, probably, an excess, heyond the legal
rate of seven per cent. iuterest, the baok deducts from the note as much
less thon seven dollars, as will prevent apy illegal excess of inleresi,
The bank pays ninety-three dullars aud forty-six conts fur the note, ba-
caure that sum, if placed on interest for & vear, will beeome o hundred
dollers ; just the amount of the note. Formerly all the banks of onr
stafe would have deductied zaven dollars fom the noie ; und such a mode
of ecomputation has been adjudged in England to be legal, and lias been
twica thus adjmdged by our Sapreme Court.  Buat several years ago, in
a casa hefore the Coart of Errors, the then Ohancellor stated, incident-
ally, that he decmed such a computution nsuroos. Since then, all the
bankz in the state, except mome, or all, in the city of New York,
have, from timidity or ceufivn, adopled the modified calenlation, as
above exemplified, even when colenlating interest on wotes that are (o
mature in two or three months.  If, howeyer, the original mode of cal-
culating is defensible ot low, (some eminenl lawyers insist it 15 defensi-
ole, b the Jegality ought to be established by adjudication or legislation,
for the benefit of the banks who reftain from thot mede of eomputing
dizeount, and for the safety of such ns hazard the computafion,

Dijference among Baenks as to the Allowable Hafe of Eecownt. — All the
safety fand Lanks of our state are restricted, in the computation of
interest, to six per cent. the year on notes and drafts that will become



