The Rural Cre
Federal

dits and
Reserve Laws

At the mecting of the farmers of
‘this section held recenily to discuss
the state and Federal Rural Oredits

daws, C, §. Hudson, president of the
First National Bank, of Bend. read
@ paper in which he discussed the
two messures and slso the Federal

Reserve law, Mr. Hudson's paper
Tollows:
Mr. Hudson's Paper
1 assume that you are all more

wor less familiar with the Rural Cred-
its laws, recontly passed; also with
the Federal Reserve law, butl as both
of these laws are of equal importance
1o farmers and bankers, 1 thought
you might be Interested in knowing
how the same were regarded by one
of vour home bankers.

¥ regard these measures as the two
greatest pleces of constructive legis-
Iation that have been passed in the
United States in the last (ifiy years.

They effect the very heart of our
agricultural and financinl prosperity.

The prosperity of the United
Stategs depends on the prosperity of
the farmer.

The farmer and commercial inter-|eral Resorve board, locted in Wash- | to 36, under the stute law, and 40

ests in turn depend on the stability
of our financial Interests.

The fallure of either rocks the
boat of prosperity and frequently
wrecks the same.

Federcal Reserve Law,

1 do not belleve that it Is possihle
to have n financial panic in the
United States in the future, unless
vaused by protracted hard times, due
to repeated crop fallures

In order to make this point clear
to you it will be necessary to give
von a few facts as to the Federal Re
serve law and its workings.

The law was passed in 1913, and
is therefore three yvears old. Like
all wew legislation it has been se-
verely criticised by {ts opponents,

but after three voars™ trial, with sev.|

eral amendments in the Interim, it
hos been found, although not per-
fect, workable, and to haye the con-
fidence of the people and foreign
nations.

The financial system of the United
States has beeén regarded as the least
wfficient in the civilized world. The
panics that have resulted by reason
of this inefficiencey have caused un-
told losses of money, property and
lives, in the past,

The greatest loss, however, has
been in the confidence in our bunks
This lack eof confidence has caused
hundreds of millions of dollars to
be withheld from elreulation, which
dn turn has retarded development,
du &l lines, to the detriment of the
whole nation.

How Panics Effect Banks.,

I want to illustrate to vou how
punics effect banks. and therefore
the people as a whole:

Under the old law, cach bank was
a separate unli. dolng business In-|
dlependently, You [armers deposit-
ed your money with us, We loaned
out a certain per centage of thr-s;-|
sdeposits; retalned a certaln pereent-
@age in our vaults and carried the'
balance with our correspondent or!
ity banks In Portland, New York,
or wherever these accounts were
maintained.

Under prosperons conditions we
vxtended our loans as far ag we counld
congistently, in order to make money |
for our stockholde us long as
times were prosperous and you did |
not want your money, this was »
proper procedure.

We will assume that another panle
such as we experiencoed fn 1907 takes

pliace. At the first slgn of trouble
all well-regulated banks begin  to!
strengthen thelr reserves, That is,

convert their deposits into cnsl. This

is accomplished hy calling in their)

loanus, selling their socnrities, ote,
Country banks call on their city cor-
respondents to ship them gold or
currency, to meet the demiands of
thelr depositors,

These demands come to the ety
uenke from thousands of their coun-
try bank customers, To ment these
demands they in turn must call in
thelr lonns; the result is that Inter-
eit mates In the money centers nd-
vance to 10, 20, 60 wnd even 100 per
cent, Banks that vannot collect fuil,
and thousands are ruined,

This was the condition three yoars
ago, but today Is n thing of the past,
and 1 sincerely belleve impossible in
“1he future. My reason for this state-
ment I8 that the Natlonal banks of
the United States are now working

‘together under the Fodornl Regerve |

law, backed up by the government.
1 want to illustrate this
briefly, and ask your carnest con-
‘slderation, as it effects you vitally.

‘Instéad of esch bank working in-
sdependently, trying to strengthen it-
solf at the expense of the other, re-
sulting In the sure downfall of the
wenkest, and somotimes the strong-

to  you |

in our vaults and with our ¢ty eor-
reapondents:; while sur legal rescrve
{8 noariy 45 per cent, and wé are
jonly required by Iaw to maintaln
P12 per cont; 10 all of you desired the
P EEO0000 that you have on deposit,
|and we only had $300,000, we could
not pay you,

We would have two remedies: We
could ask our city correspondants to
lond us the money. They could do
this or not, as they saw (it
dtd not, under the Federal Heserve
law  we could send the notes
farmers owe us to the Federal He-
serve bank for this distriet, located
in San  Francisco, Calitornia, and
they would in turn send us the cur
reney for these notes, or deposit the

bank we might desiguate,

Should the demand for currency
on the San Francisco bank be so
great that they could not supply the
same, they in turn would have two
remedies: nder the Federai Re-
serve law, we dave 12 districts in
| the United States with a branch bank
located in each; govertned by the Fed-

lington, 0. €,

The law provides that one district
bank may borrow from another. It
might occur that San Francigco had
4 large demand for money to move
their fruit crop, or for other reasons;

at the same time Minteapolls, or

the low, anidl the supervision of the
goveryment of the United States, o
issue currency, agaiust the notes of
you farmaoers,
notes, which are also backed up by

This reserve in gold may be waived
or suspended. Therefore in times of
panie the Federal Heserve hanks have
the right to issue currency in ulmost
unhmited amounts.  This currency
is put out with a 1ax on the same,
thuat will ecnuse it to be rotived
soon a8 normal times are restored

ns

serve banks, and ready for lssaance,
i required,

Every Natlonal bank must belong
to the Fodernl Resorve system, and
private or State banks may, if they
sabmit to the same rigid rules and
examiuations, by the governmaent and
Federal Reserve nuthorities, imposed
on National banks.

For these reasons, I believe that, better
United States are ni

panies in the
thing of the past; that the United

States has o safe, sane banking Iaw, |these laws in the fuct that they will

based on similar laws in foree |n

forelgn countries for centuries,
Hural Credits Lawns,

We have had printed and delivered
to you n little hooklet, giving in tall
both the State and Fedora! Rural
Cridits laws,

While, personally, I should prefer
that had only the Federal law,
and gave it our full support and co-
operation. both lawe have their ad-
vientnges and  disadvantagos,

While vme will pot permit, and
I linve not sulficiently studied thess
laws, and the different sy¥stems in
foree in other countries, to go into
detafled discuselon of the same,

we

|there sre a few polnts that have

oreurred 1o me to which [ deslre to
direct your attention.

We should mot expeet too much
from either measure too soon. |
feel, however, that these laws will
eventunlly prove of Inealealable bey-
eftt to the whole nation, 1 think
that they will prove especinlly ben-
efiviu]l to the wostern stutes,

The avprage rate In Oregon on
firm losnd I8 8 per cent: riles In|
some of the castern statos ure as low

a4 par eent. This I8 due to the fact
thist Oregon s so tar removed from
the enpital avalluble for farm loans,
Most of this money, coming from the
New  England states, Scotland  andd
athor foreign countries. The distance
calses the lonn companics Lo nEsume,
erconeously, that the risk I8 greater,
and therefore the rate must be In-
croased. A8 a matter of fact, Ore-
gon furm louns are just as safe as
any In the United States, It wisely
made,

The Rural Credits lawa will olim-
Inate distance, and Oregon should
receive the same rate as New York
or Hlinols,

It s cstimated that there are 25
bﬂll']i(lll dollars lonped on  Oregon
farme. at an average rate of 8§ por
cents,  If the Hural Credits luws re-
| duce this rate to & per cont, It will
suve the furmoers of Orekon over a
| million dollars In interest annuslly,
| This saving In Itself justifies the on-

«4f, Lhe National banks are now|nctment and support of eltlier of the
working as o unit, bocked by the ! bills,
gavornment of the United States and ! The groatest benefit that we are

with almost unlimited resources,
We will assume, for the purpose
of argument, that we have anather
panle such as we sxpericneed in 1607,
In order to bring the illustration
home to you, we will sssume that
you poople are dolng business with
the First National Bank, of Hend:

While we now.
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that you desire Lhe money you have |

to recelve, however, in my Judgment,
I8 the length of time for which these
tloans may be procured. T is nlmost
Ampossible for farmers to purchyse
lands In gome sections of Oregon
under present conditions, pay for the
same under the terms of the com-
punles disposing of them, or borrow
|the money at 8 per cent or 10 per
cent, buy the land, elear it, make the
nocessary Iuprovements, und meot
the mortg el ordinerlly ma-

It {Imyt

You
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~ tures I tivo yoars. Al that time the | por cent iterest, und are non-taxable| EIRSKINE IS8 CANDIDATE
farmer Is Just commencing to recelve |t is safe (0 say they will soll readily FHHESI SEHWGE I[STS "Ew K

the benofit of his labor, and is cons

principal of the loan,

Undor these conditions the farmoer
Is reluctant 1o go into debt, and wino |
Iy wo,  There are many unserepulous !
Topt agents, who exact bonuses, um1|
kol unressonable fees in connection |
with loaus,; each gompany has o |llf-!
fevent Kind of contract, mortgage or|
agrocaient, all of which deters the
ordinary farmer from taking out a
loan, no matter how badly he may
noeed the same. 1T he doos net tike |
out the Yoan through o respongible |
company and agent, he s constantly
worrying over the fact that he has|
to meet the high interest, and make !
payment of the principal wm five
yoars, ‘

I do not wish you to assume that |
1 take the position that good ||mlln;
wl ressonable  mterest, by perfectiy
legitimute companies awld agents can- [
not be secured, because they have|
aided materinlly In the advancement |
Land devilopment of Gregom, and ey

|

same o our eredit in any National | peelally this Central Oregon Countey, ot undor the state aw, son will b

but ws in all lines, there are un-
serupulons ngents, who reflect on the
respousibile ones

| Under the new lass, the farmer
will deal with the state and governs
: ment. Fear of not nm'nrillg 0 osquunre
deal will be allayed, and he will re-
| eedve instead of five years™ time, any
number of years he may select, up

under the Foderal
Amortieation PPlan
Under vither luw these loans must
be padd back under what Is Kinown
as the amortization plun; which pro-
| vides for payment of part of the
principal, I additton to the interest,

fronted with¢the payment of thel,ne farmer of & per cont.

Charlos W, Kraking, Aoty T
nttorney and managor of gy,
Commuercial clyb, Runounees
Bl e idato for the

This would wean o rate to
Bhanld
the expenses of operating the Fod

eral Land banks be less than llllnl
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Remote Distreices

1t is argued, amd probably vightly, t
that muny people who live in remote | made and furnighod by Duputy Ko
districts, whore It bs not toasibile or farrh, 6f Tacomn
possible o form Farm Loan associy
tions, as roquired ander the Federal
law, treguiting at least $20,000 In
toans before an assoclation may bo, Washington, during the teat fiee sea- |
formed, Will be uuable to secare | gon
money wmder the Federal system, buat

uf Handpolint,
Il former lghtwelg i chnmplon
wrestlor of the Unlwd States, at the
Hippodrome, in Do, Docember 24,
wndor the nusplocs of the Dendd Ath
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banks. Should a punic wecur and a 'lnul“ull note, by .“.m""" to lln'|-... a0 bidly neddnd for devolopuinnt [ the kradon apd goneanten of the 2o | yhe shoftage ot trolehi cirs.  With
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the United States at the sgame timelon Rural Crodits which you have, [ain will be: interost raten (o sl lies | wn the ropresentative of the maots. |00 OTdere 1o eastern points on
these banks have authority under|that we have prepared o table show- [ will decline tion to the county agrivultural copn- [ O booke, the lumber pampanio

ling o Joan of $1000, aml the pay-
| Ments pecessiary to retiee the same
If vou bhorrowed $1000 for five vears,

called Federal Reserve|You would have to pay. in additlon | qonr of production for the

to your Interest charges of 4 1o b

a reserve of 40 per cent In gold. | per cont, $200 per year, if the loan {vou farmers more Prosge

|v\.-m taken out for five yenrs, M for
40 your annusl installment
would be $256 and interest

You may select the time. and know

definitely tn advance just what your

Yeurs,

total payments will amount to an
nually,
Aunother advantage will be the

Thix currency 4 now printed, In the large amonnt of new Land that will | noon of preamonia. from which she | that childron were until their enrly
hands of the different Federal Ree be oreduced o eultivation uuder this  had been suffering for the pasgt two

svstom, that it would have been dne
profitable to reclalm unders previous
conditions, 1t I8 estimated that Ore- |
gon has at least 200 milHon aered of |
| desirable land, that will be brought
e o high state of caltivation ander
these la This means more popu-
Hatlon, it taxable property and s
| eonsequent reduction in the tax rate;
transportation  factlities and
better murkets for our products

One of the groeatest benefits

of

of
will

to an extent classify the lands
our state. A mindmum value

be placed on every farm on which
the stiate or government makes
loan. I & loan Is made of $20 per
sere, it will be notiee to purchasers,
or the world, that the Stuts of (‘)r¢--|
Bon or government of the Colted |
States valuwes that land at at least
340, Tor agricuRurnl purposes,  This
will have a tendency o establish o
giule price, not at that figore, but
u bigher figure, because elther the
stnte or government will make o con-

g
’t_;" Ly ik

| BErvuLive apprialsement A minlmum
fviine will, howevaer, vatublinhed
by & relluble authorits

b

Comparison of Laws

i I want to sty just a few words of
jeomparison of the two laws  Under
{elther law, the mortguges which are
| Kiven by yon farmers are held in
| trust, and Farm Lozn bonds issaed
fgainst the sume, which are to be
(sold, Under the gtote law it is pox-
Peible mt this time o Issue approxl-
[ mately 15 willion dollars of (hese
| bouds, or 2 Feent o of our asseaged
valuation. Blte  guarantees
thege bonds, and ay g citlzen of Ore-
:;:ull. You o turn are Hable far their

Fpayment, Any direct Hability s,
probably, remote, but nevertheless |
! exists, and is therefore objection-

L ahle,

Undder the Federal Inw you do not
jassume this lability.  The Foderal
law provides thut you may borrow
60 per cont of the value of vour land
and, In addition thereto, 20 per cont
of the value of vour lmprovements,
The stute law limits you to 50 per
cent of the vidue of the lund,

A miplmum sum of $160 may ba
borrowed under the Foderal law,
and # maximum sum of $10,000,

The state law provides o minimum
lonn of $200 apd maximum loan of
$0.000, with n provision, or restric.
tion, to the offect that any lonn shall
not exceed 350 per ncre.  In case a
min had five or ten seres, worth
8500 por acre, with lmprovements
thereon worth §5,000, he would be
limited to a loan of $60 per acre, or
$250 In one cawe, and 5600 In the
other. This seems rather objection-
able, ap compared with the Fadernl
lw, which places no per nore lmit
on the slze of the loan.

Interest Rotes

The statn Inw provides for o min-
Imum rate of & per cont, which may
be Increased, owing to the price for
which the bonde sell. This rate can-
not be revised pr reduced, The Fed-
ernl  Iaw  provides that the  rate
charged for loans shall not excond 1
per cent above the price at which the

The production of Uvestoek Wil el The poxt posl of potatoes will are slmost ineapable of (llng thew
Increase in gquantity, dus to more fu- be offered tor salie on Decombor 16 aund stock (s lle g stored in dry alieds l
vorable conditions, and decronne in awalting & hetterment of the sitan |

same ren ¥ uy
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aon.  All of this will tond o make il L
1. and The membira of tho aadiotice that Phe ralliond vompanlon aro able to
vou will In turn conteibute to the | beard Mive Mary Hiohardson, of Spo-  Barnish senrcaly 20 por cent of the
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regulation belng propared by sevirs!
rtlroad companies s made Mhmﬁv-

Vires  were  paseed She  presceibed
[waeks  The body wan taken by the the best books for differont ages, | W109F WhHigh estrn chargen witl e
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