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OPERATION OF THE NATIONAL AND FEDERAL RESERVE
BANKING SYSTEMS

INQUIRY INTO PRESENT BANKING CONDITIONS—FEDERAL
RESERVE POLICY AND PRACTICE

In December, 1930, the subcommittee, pursuant to the intent of
Senate Resolution No. 71, which called for an ascertainment of
conditions in the Federal reserve and national banking systems,
and a complete survey thereof, sent to various banks and bankers
throughout the United States a series of questionnaires, numbered
from 1 to 12, designed to develop the facts as to certain outstanding
features of practice.

Of these questionnaires, Nos. 7, 8, 9, and 10 were addressed to
Federal reserve banks. The questionnaires themselves, with the
answers thereto, are herewith presented, omitting such matters as
were designated by the several banks as having been received from
their sources of information, as confidential. Some differences of
opinion were expressed by the officers of sundry reserve banks as to
the arrangement of the material thus submitted. Since it was not
possible to follow the opinions of all upon this matter of arrange-
ment, owing to their conflicting character, effort has been made to
present the data in accord with the views of the larger number.

QUESTIONNAIRE No. 7
The Eligibility and Acceptability of Paper

The purpose of the following series of questions is to ascertain whether the
provisions of the Federal reserve act, the rulings and regulations of the Federal
Reserve Board, the acceptability standards of each Federal reserve bank suffice
at present to control credit expansion in the speculative and the investment
markets :

CALLING FOR STATEMENTS OF OPINION

1. State the changes, if any, that you would suggest be made (1) in the pro-
visions of the Federal reserve act relative to the type of paper eligible for redis-
ecount, {2) in the rulings and regulations of the Federal Reserve Board relative
to the interpretation of these provisions.

2. What credit tests are employed by your institution to determine the ae-
ceptability of paper offered for rediscount by member banks?

3. Are acceptability requirements raised in periods when your institution is
following restrictive credit policies?

4. In your opinion, do the provisions of the Federal reserve act, the rulings
and regulations of the Federal Reserve Board, and the acceptability require-
ments of your institution set sufficiently high standards for paper that may be
rediscounted by member banks?

5. State whether your institution ever required or now requires excess col-
lateral from borrowing member banks.

6. If you regard the eligibility and acceptability requirements relative to
paper presented by member banks for rediscount as sufficiently high, what are
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702 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

the reasons impelling your institution to require excess collateral from member
banks?

7. Would it assist in preventing Federal reserve credit from being used for
speculative and investment purposes to repeal the provision in the Federal
reserve act permitting member banks to borrow on their 15-day promissory
notes secured by Government obligations?

8. Should member banks, which are borrowing from Federal reserve banks
on their 15-day promissory notes secured by Government obligations, be pro-
hibited from increasing their own collateral security loans? Should this pro-
hibition be extended to member banks securing funds from the reserve bank
either through borrowing or rediscounting?

9. Does your institution habitually inquire into the use of the proceeds of
the funds extended to member banks? Do your lending policies toward member
banks vary according to the composition of the portfolio of the particular mem-
ber bank? Is your bank examination department of assistance in the formula-
tion of your lending policies?

10. What has been the experience of your institution with the use of “ moral
.suasion” in preventing the funds of borrowing or nonborrowing member banks
from being used for speculative or investment purposes as compared with the
.use of the discount rate or other methods of credit control?

11. To what extent have dealings in Federal funds relieved member banks
from the necessity of rediscounting? To what extent have they been resorted
to by member banks lacking eligible paper?

CALLING FOR STATISTICAL INFORMATION

12. Append data for the past four years of the amount of paper offerea by
member banks for rediscount which has been rejected by your institution,
grouped according to the reasons prompting the rejection, similar to such tables
appearing in the recent annual reports of the Federal Reserve Bank of Dallas.

13. Append a statement of the amount of paper held in your failed banks’
account for each month through the past four years.

14. Append on a monthly basis statistics of borrowings grouped by unit banks
and by branch banks in your district over the past four years, together with
the aggregate resources of the borrowing unit and branch member banks.

Digest of Replies Received from the Different Federal Reserve Banks

QuEsTIiON No. 1.—Relative to changing the provisions of the Federal reserve
act regarding the type of paper eligible for rediscount.

With a few exceptions, the Federal reserve banks did not favor changing
the provisions of the Federal reserve act relative to paper eligible for discount
or the rulings or the regulations of the Federal Reserve Board interpretative
of these provisions.

The Chicago Federal Reserve Bank offered two suggestions, to be employed
temporarily and only at times of extreme emergencies:; (a) That the maturity date
on otherwise eligible paper be extended from 90 days to six months. Redis-
counts of such paper should bear a higher rediscount rate than that prevailing
on 90-day paper, and should be allowed only under conditions and circum-
stances to be established by the regulations of the Federal Reserve Board;
(b) That the Federal reserve banks be permitted to make loans to member
banks not exceeding 90 days on notes secured by bonds which are now accept-
able by the Treasury Department as security for war-loan deposits. Such
advances would be granted at penalty rates and would not serve as a basis
for the issmance of Federal reserve notes.

The Dallas Federal Reserve Bank suggested: (a) That landlords’ obligations
be made eligible for rediscount, and (b) that the statutory maturity limit on
advances to member banks secured by notes, drafts, bills of exchange, or
bankers’ acceptances eligible for discount and purchase be increased from
15 to 90 days.

The Philadelphia Federal Reserve Bank suggested that in some instances
it might be advisable to grant permission to advance funds to individual
member banks in distress against any of their assets. The obligations taken
should not be used as security for Federal reserve notes.

The Richmond Federal Reserve Bank suggested that in a national emergency,
‘the existence of which should be determined by the Federal Reserve Board,
the reserve banks might be permitted to make advances, secured by high-grade
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 703

bonds, to banks lacking eligible paper. The paper discounted should not
serve as security for Federal reserve notes.

QuEsTION No. 2—Relative to eredit tests applied by the Federal reserve banks
to paper offered for discount.

Judging from the replies received from the Federal reserve banks, there is
apparently considerable variation in the degree to which credit tests are applied
to paper offered for rediscount. The financial and income statements of the
maker, judged on the basis of the type of business in which he is engaged;
and the quality of management of the indorsing member bank receive primary
emphasis.

QUESTION No. 3.—Relative to raising acceptability requirements during periods
of restrictive credit policies.

The Federal reserve banks, with the exception of Atlanta and Boston,
replied that acceptability requirements were not raised during such periods,

QUEsTION No. 4.-—Relative to the adequacy of eligible paper standards set
by the provisions of the Federal reserve act, by the rulings and regulations of
the Federal Reserve Board, and by the acceptability requirements of the
Federal reserve banks.

The consensus of opinion among the Federal reserve banks is that the
present requirements set sufficiently high standards. The thought was ex-
pressed that member banks are familiar with the eligibility and acceptability
requirements and that to change these would introduce a needless uncertainty.

QUESTION No. 5.—Relative to the regquiring of excess collateral.

All Federal reserve banks have at one time or another required excess col-
lateral from member banks in a limited number of individual cases. In
recent years the San Francisco Federal Reserve Bank apparently ig the only
one which does not require or accept excess collateral.

QuesTION No. 6.—Relative to reasons for requiring excess collateral.

The Federal reserve banks cited the following reasons for requiring excess
collateral :

1. Nonliquid or weak condition of member-bank porifolio leading to the
impaired value of a member bank’s indorsement.

2. As a means of forcing the correction of an undesirable situation in the
affairs of a member bank. This might be resorted to particularly in the case
of too heavy or continuous borrowings on the part of the member institution.

3. A desire to save a distressed member bank when paper offered does not
measure up fully to standards of acceptability.

4. The economic conditions in and the character of the business of a par-
ticular community.

QUESTION No. 7.—Relative to the repeal of the provision in the Federal reserve
act permitting member banks to borrow on their 15-day promissory notes
secured by Government obligations as a means of preventing the use of Federal
reserve credit for speculative and investment purposes.

All Federal reserve banks expressed themselves as opposed to the repeal of
this provision, though five indicated that it might tend toward the reduction
of the amount of Federal reserve credit used for speculative and investment
purposes.

The reasons given in opposition to the repeal were:

1. Member banks borrowings arise from a loss in deposits or from an increase
in loans and are not related to specific transactions. They are resorted to as
a means of restoring or maintaining reserves which might be depleted by
reason of a variety of different transactions.

2. The convenience on the part of member banks in borrowing against Gov-
ernment obligations.

8. The assistance rendered in strengthening the market for Government ob-
ligations.

4. The fact that the repeal of this provision would not in the past have
affected the total volume of Federal reserve credit, since, in the aguregate, all
banks possessed eligible paper considerably in excess of total borrowings.

5. The fact that in certain communities there is a dearth of eligible paper
so that banks there would find themselves discriminated against or embar-
rassed.

QuestioN No. 8, —Ielative to prohibiting member banks from increasing their
own security loans when borrowing from the Federal reserve banks on the
basis of their 15-day promissory notes secured by Government obligations.

All of the Federal reserve banks expressed themselves as being opposed to'
this suggestion. The reasons given were that the enactment of such a provi-
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704 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

sion would prevent member banks from engaging in normal and legitimate
transactions and from relieving an emergency situation exemplified by the
stock market crash of 1929, and would tend to drive banks from membership
in the Federal reserve system. The thought was expressed that any abuses
in the use of the borrowing or rediscounting privilege could be handled admin-
istratively.

QUEsTION No. 9.—(a) Relative to the practice of inquiring habitually into the
use of the proceeds of funds extended member banks.

The Federal Reserve Banks of Chicago, Cleveland, and Minneapolis replied
that they did habitually inquire into the use of the proceeds of funds extended
member banks,

{b) Relative to relation of lending policy to the composition of the portfolio
of borrowing institutions.

The Federal Reserve Banks of Chicago and Cleveland replied that their
lending policies did vary with the composition of the portfolio of the borrowing
banks.

The other reserve banks replied that variations in lending policy were not
the usual rule, though in speculative periods close consideration would be given
the portfolio of borrowing banks and always such consideration would be given
in event the banks were thought to be in an unsound condition.

(e) Relative to the assistance rendered by the bank-examination departments
in the formulation of lending policies.

Practically all the Federal reserve banks replied that their examination
departments and the reports received from the national and State bank cxam-
iners were of assistance in determining the value of a member bank’s indorse-
ment and the quality of paper offered for rediscount.

The Kansas ity Federal Reserve Bank replied that it did not examnine
national banks and examiuned State banks only when special circumstances
made this desirable.

The St. Louis Federal Reserve Bank replied that the examination department
had been of assistance not as to policies but rather as to individual credits.

QuesTION No. 10.—Relative to the experience of the reserve banks with the
use of “ moral suasion.”

“ Moral suasion™ or direct action has been applied to a varying degree by
all Federal reserve banks.

The Federal rescrve banks of Atlanta, Chicago, Cleveland, Dallas, Kansas
City, and St. Louis, replied that they had applied * moral suasion” to very good
effect.

In the opinion of the Federal reserve banks of Boston, New York, and Rich-
mond rate contirol is preferable to the use of “ moral suasion.” One reason given
was that it is impossible to obtain uniformity in results. Some banks cooperate
better than others. Business may be driven from the more to the less coopera-
tive institution.

A general opinion was that rate control is effective in the financial centers,
whereas “ moral suasion ™ is required to control the loan policies of banks
outside the metropolitan centers.

The St. Louis Federal Reserve Bank replied that use of the discount rate is
not practicable in that district, since legal contract rates vary from 6 to 10
per cent. '

QuEsTION No. 11.—Relative to dealings in Federal funds.

The Federal Reserve Banks of Atlanta, Dallas, Minneapolis, Richniond, and
St. Louis reported that dealings in Federal funds in those districts were
negligible. In the other Federal reserve districts transactions in Federal funds
have taken place to a greater or less extent in the larger centers among banks
of high credit standing. Interdistrict dealings in Federal funds of considerable
importance were reported.

The Federal reserve banks reported that Federal funds transactions gre
resorted to not by reason of a deficiency in eligible paper or securities but by
reason of differentials prevailing in the Federal funds rate as compared with
the rediscount rate.

The Federal Reserve Bank of Chicago stated that such transactions have
been beneficial in decreasing the amount of Federal reserve credit that might
otherwise go into the market.

‘With the exception of San Francisco, the Federal reserve banks reported that
transactions in Federal funds were of a temporary nature. The San Fraucisco
Reserve Bank stated that member banks there frequently transfer the same
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 705

amount of Federal funds back and forth between banks in eastern cities for a
considerable period of time.

QuesTION No. 12—Relative to rejection of eligible paper. (See statistical
appendix.)

Only five of the Federal reserve banks were able to supply the information
called for in the form requested.

The per cent of paper rejected by each Federal reserve bank to that offered
came to the following:

Amount of paper rejected in per cent of paper offered

Federal reserve bank of— 1927 1928 1929 1930
Atlanta. oo (0] ) Q] O]
BOStOD. o oo oo O] Q)] (2) (]
Chicago_ .l O] O] (3) )
Cleveland..o ool (O] ) [O) 3.65
B T U 9.93 2.09 4,30 8.4
Kansas CIby .o oo oo e Q) Q] [Q) 1.00
MiInneapolis. - o oo oo e [0} ®) ® &)
New York. - oo .15 . 084 111 .47
Philadelphia. e aaean 2.19 1.29 .75 2,24
Richmond. .. e am———— O] (O] * [O)
L I 3 U 2.51 3.41 4.45 7.40
8an Franciseo. .. oo aicacans Q] O] ®) G]

1In 1929 and 1930 the Federal Reserve Bank of Atlanta (Atlanta office) rejected $12,144,274.81 of the
amonat of paper offered; the New Orleans branch through 1927, 1928, 1929, 1930 rejected $17,614.25. (See
statistical appendix.)

? Estimated very small amount.

3 Through 1927, 1928, 1929, and 1930 the Federal Reserve Bank of Chicago rejected $20,462,186 of the
amouat of paper offered. (See statistical appendix.)

4 Data not available.

8 Through 1927, 1928, 1929, and 1930 the Federal Reserve Bank of Minneapolis rejected $6,645,314.28 of
the amount of paper offered. (See statistical appendix.)

¢ Amount estimated less than 5 per cent,

QUEsSTION No, 13.—Relative to volume of paper held in failed banks’ account.
(See statistical appendix.)

Mazimum and minimum amount of paper held in failed banks’ account in any
one month during the past four years

¥ e%eaz;]all( ?isﬁrve Maximum Minimum

Atlanta._____.______ $10,455,533.46 (July, 1929) .. _.___._.. _._. $3,405,505.04 (January, 1928).

Boston..__________.. $83,800.60 (September, 1928 _____________ (In 38 months of the period no paper was
held in the failed banks’ account.)

Chicago..-... [ $2,900,125.84 (January, 1927) . __........__ $276,553.65 (June, 1930).

Cleveland._ $100,931.50 (January-May, 1928) _ None in 1927, 1929, and 1930.

Dallas..o.ccooooo $398,591.18 §February, 1930) .- None from June-December, 1929.

Kansas City.__._..._._ $612,010.62 (May 31, 1927) _ __ $64,746.76 (Aug. 31, 1929).

Minneapolis.._...__| $1, 812 164,98 (January, 1927) __ $432,178.44 (January, 1930).

New York....___.__ >4 826,58 d(Aug 31,1930). (Sce statistical | None in 1927, 1928, 1929.

appendix.)

Philadelphia.._...._ $43,425.08 (Dee. 31,1928) .. ... .. (In 4¢ months of the period no paper was
held in the failed banks’ account.)

Richmond.._.._.__. 925,897.93 (Dec 31, 1930) ... ___.____._ $236,788.57 (April, 1927).

St. Louwis-......___. 12,712,952.28 (Nov. 30, 1930) $65,807.92 (June 30, 1930).

San Franecisco....... 1,034,000 (Jan, 20, 1929) ... ... $165,000 (Sept. 10 and 20, 1930).

QuesTioN No. 14.—Relative to the volume of branch and unit bank borrowings.
(See statistical appendix.)

In the Federal reserve districts of Dallas, Kansas City, and St. Louis branch
banking is nonexistent or relatively unimportant.

Data in the form called for was not supplied by the Federal Reserve Bank of
Cleveland.

The data reported by the other Federal reserve banks reflected much wider
swings in the borrowings of branch member banks than in the case of unit
member banks, both in absolute amount and in per cent of total resources.
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Since branch banking has reached its most extensive development in the
San Francisco reserve district, the following tabulation has been inserted as
indicative of the relative dependence of unit and branch banks on the re-
sources of the Federal reserve system.

NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Classification 1827 1928 1929 1930
UNIT BANKSY
1. Maximum borrowings: s . R $20, 817, 000
$34, 650, 000 27, 564, 000 44, 049, 000 , 81'
(@ AmOUNS. oo et (Kov.6) |  (Nov.5) |  (Jan.7)
(b) In per cent of resources of horrowing
unit banks_ ... ... .. 4.3 4.8 5.6 3.3
2. Minimum borrowings: R s $29. 256,000 $5.000, 000
4,387, 000 181, 000 22, 28 . 000,
(@) AmOUBE-ooar oo o { ot | YaEnn | oy (e,
() In per cent of resources of borrowing
unitbanks. ... ... ... 2.7 2.9 4.1 2.3
BRANCH BANEKS WITH OFFICES IN HEAD OFFICE
CITY ONLY
1. Maximum borrowings: s R s 5. 500, 000
11, 766, 000 15, 275, 000 17, §15, 000 ,
(@) AMOUDL..oooonoosmne o {Foavs | oo | o (May 6)
(6) In per cent of rcsources of horrowing
ANKS . e 5.2 4.5 4,4 2.9
2, Minimum borrowings: s $5.331, 000 $3, 775, 000 o
110, 000 , 75,
(@) ADOURE. - ooeoooosoons s e { csemico (Febn) | (Dec. )
(b)Y In per cent of resources of borrowing
banks. i 1.1 3.3 ) 1 O P,
BRANCH BANKS WITH BRANCHES OUTSIDE HEAD
OFFICE CITY
1. Maximum borrowings: s % 452 200,000 | $21 203, 000
$41, 500, 000 6, 340, 000 2 1,
(@) AMOUDE... oo oo eonen e (Dec.8) | (Sept.4) | (Mar.5) | (ulyD
(b) In per cent of resources of borrowing
banks. .o iiiceciiiimaas 4.0 5.0 4.4 2.3
2. Minimum borrowings: " $19, 300, 000 $4, 250,000 525, 000
2, 424, 000 19, 50, 25,
(3) AMOUD oo { SHay (an. B) (an. 8) (Oct. 1)
(b) In per cent of resources of horrowing
53 17 0.6 2.2 1.5 2.9

1 No borrowings in September, November, and December.

The Federal Reserve Bank of Boston included the borrowings of *chain”

and “ group ” banks in the data for branch banks, so that the statistics given
present a very complete picture of the relative dependence of unit and group
banks on Federal reserve resources. The data reflect a much wider swing in
the borrowings of the group than in the borrowings of the unit banks.

Daily aterage borrowings

Branch banks Unit banks
Year
Maximum Minimum Maximum Minimum
1927 { $25, 867, 000 $9, 148, 000 $17, 355, 000 $11, 147, 000
"""""""""""""""""""" (December) {April) (February) {September)
1928 i { 57, 454, 000 12, 462, 000 27, 348, 000 , 994, 000
-------------------------- ; (June) (January) (June) (January)
1929 | { 786, 388, 000 18, 283, 000 28, 191, 000 15, 708, 000
""""""""""""""""""" I (June) (December) (July) (November)
1030 |{ 11, 753, 000 3, 212, 000 12,803, 600 5, 698, 000
------------------------------ I (January) {October) (December) (October)
Relative to their resources, the branch banks ordinarily borrowed less than

did the unit institutions.
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NATIONAL AND FEDERAL RESERVE BANKING SYsTEMs 707

Replies Received from the Different Federal Reserve Banks Tabulated by
Questions .

1. State the changes, if any, that you would suggest be made (1) in the pro-
visions of the Federal reserve act relative to the type of paper eligible for
rediscount; (2) in the rulings and regulations of the Federal Reserve Board
relative to the interpretation of these provisions.

Atlanta.—The provisions of the Federal reserve act and the rulings and regu-
lations of the Federal Reserve Board relative to the interpretation of those
provisions are ample, and no changes are considered necessary.

Boston.—None, Suggestious have been made from time to time relative to
the broadening of the Federal reserve act and the regulations of the Federal
Reserve Board to include as eligible for rediscount public service corporation
paper, finance corporation paper, municipal notes, and various other types of
paper, but careful consideration of each change proposed has strengthened
in every case the opinion that such liberalization of the act and regulations
would be undesirable.

Chicago.—We believe that there should be no departure from the principle
of eligibility and the basis of issuance of Federal reserve notes as embodied
in the Federal reserve act, excepting in cases of extreme emergency, and then
only as a temporary measure,

Without viclating such principle, we would suggest for consideration the
desirability of increasing the maturity date on otherwise eligible paper from
the present restriction of 90 days to a maturity not to exceed six months, such
additional latitude to be exercised only under certain circumstances to be
established by regulations of the Federal Reserve Board. Such paper of
longer maturity should bear a higher rediscount rate than the 90-day paper
and should be a basis for the issuance of Federal reserve notes.

In cases of extreme emergency, we would suggest for consideration the ad-
visability of permitting the Federal reserve banks, under regulations to be
established by the Federal Reserve Board, to make loans to member banks
not exceeding 90 days on notes secured by bonds which are now acceptable
by the Treasury Department as security for war-loan deposits, and subject
specifically as to their value as collateral to the approval of the lending Fed-
eral reserve bank. Such loans should bear a penalty rate of interest and should
not be a basis for the issnance of Federal reserve notes.

We would suggest no changes in the rulings and regulations of the Federal
Reserve Board excepting such as may be necessary to conform with the above.

Cleveland.—(a) We see no present need for any change in the Federal
reserve act as to the types of paper eligible for rediscount.

{5) The regulations and rulings of the Federal Reserve Board relative to
the interpretation of eligible paper are, in our opinion, at the present time prae-
tical and sufficiently comprehensive to admit to rediscount all the classes of
paper which should be eligible considering the intent and purpose of the
Federal reserve act as it relates to rediscounts and loans.

Dallas—(1) Landlords’ obligations, the proceeds of which have been loaned
by a landlord to tenants on his farm for the purpose of financing crop pro-
duction or the carrying of livestock, and which in all other respects comply
with eligibility requirements as set forth in section 13 of the Federal reserve
act and in Regulation A of the Federal Reserve Board’s regulations, should
be made eligible for rediscount. We see no difference between the prin-
ciple involved in this suggestion and that involved in rediscounting factors’
paper, which is now eligible for rediscount under section 13 of the Federal
reserve act.

We algo recommend that the stafutory maturity limit now imposed on mem-
ber banks’ promissory notes in favor of Federal reserve banks when secured
by such notes, drafts, bills of exchange, or bankers’ acceptances as are
eligible for rediscount or purchase by Federal reserve banks under the pro-
visions of the Federal reserve act, be increased from 15 days to 90 days.

(2) Rulings and regulations of the Federal Reserve Board should be amended
to conform to the above-suggested changes in the Federal reserve act, if and
as such changes are adopted. Otherwise, none.

Komsas City~—No changes to suggest. Well-managed banks in this district
have an ample supply of eligible paper to enable them to care for all reasonable
demands. Emergency situations can be satisfactorily handled as such.
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708 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Minneapolis.—We suggest that no changes be made either in the law or in
the regulations and rulings of the Federal Reserve Board.

New York.—In our judgment the provisions of the Federal reserve act and
the rulings and regulations of the Federal Reserve Board relative to the type
of paper eligible for rediscount are satisfactory as they now stand and we
have no suggestions in regard to changes designed to control credit expansion
in the speculative and the investment markets. In our answers to questions
7 and 8 of this questionnaire we point out in detail why the form of the bor-
rowing from Federal reserve banks (i. e., the type of paper on which member
banks borrow) does not affect, and can not be used as a means of con-
trolling, either the specific purposes for which bank credit is used or the total
volume of bank credit. By the same reasoning, it is impossible to control
credit expansion in the speculative and investment markets by changes in
the rules affecting the eligibility of paper.

Philadelphia.—Except as stated below, we do not recommend any changes.
Under existing law and regulations there is sufficient paper in the banks,
eligible for rediscount, to enable them to secure all the Federal reserve credit
that at any time may be reqguired. However, in cases of unusual emergencies
of individual banks it might be advisable to allow the Federal reserve bank,
of which such bank is a member, to make advances upon any of its assets in
order to help the bank over its emergency. The obligations taken by the
Federal reserve bank should not be used as security for circulation, and
should be liquidated promptly.

Richmond.—For the present, we believe, no changes either in the type of
paper eligible for rediscount or in the rulings and regulations of the Federal
Reserve Board, relative to the interpretation of these provisions are necessary
for the accommodation of the public. Eventually it may be desirable in a
national emergency, the existence of which should be determined by the Fed-
eral Reserve Board, to take from banks which can not furnish eligible com-
mercial or agricultural paper their notes secured by high-class bonds, such,
for instance, as are made eligible investments for savings banks in many
States at the present time, such paper not to be eligible as security for Fed-
eral reserve notes.

8t. Louis.— (1) None. (2) None.

San PFrancisco.—No changes recommended.

The present law and regulations governing the character of paper a Federal
reserve bank may discount have been found adequate and sufficiently flexible
to enable the Federal Reserve Bank of San Franeisco to extend to member
banks applying for accommodation a volume of credit appropriate to the neces-
pities of such banks in meeting seasonal and emergency requirements. No
member bank in a satisfactory condition has been obliged to suspend operations
or deny deserved credit because it was unable to furnish the Federal Reserve
Bank of San Francisco with eligible paper.

2. What credit tests are employed by your institution to determine the ac-
ceptability of paper offered for rediscount by member banks?

Atlanta—On all lines of $500 or more of individuals, firms, or corporations
engaged in commercial or industrial businesses financial statements are required.
These statements must show a reasonable excess of current assets over current
ligbilities, a satisfactory ratio of net worth to total liabilities, and a satisfac-
tory ratio of net worth to fixed assets in order to determine eapital deficiency
borrowings. On all lines of $500 or over of individuals, firms, or corporations
engaged in agriculture financial statements are required, and these statements
must show a satisfactory ratio of net worth to total liabilities.

The quality of the management of the indorsing member bank likewise
receives consideration in judging the credit acceptability of paper submitted by
it for rediscount.

Boston.—Detailed current financial statements are required of borrowers or
indorsers on all rediscounted notes aggregating $5,000 or more, and occasionally
such statements are required when the total rediscounted is even smaller in
amount. If g rediscounting bank’s capital is less than $50,000 a similar financial
statement is required when the paper of a maker or indorser is equal to or in
excess of 10 per cent of the bank’s capital, Steps are taken to determine, by
reference to the borrower’s business, financial statement, or otherwise when
necessary, whether the proceeds of paper rediscounted were used for an eligible
purpose in accordance with the regulations of the Federal Reserve Board.
Credit tests applied in handling loans of smaller amounts vary with the condi-
tion of the borrowing bank, the total amount of their borrowings, and period
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of continuous accommodation, the business and record of the individual bor-
rowers as well as the consideration of all information in credit files relative to
the borrowing bank and individual borrowers and indorsers obtained from
various reports, personal conferences and investigations, replies to inquiries,
commereial-ageney ratings, newspaper clippings, and other available sources.
All finaneial statements are analyzed and the relation between “ quick assets”
and “current liabilities ” receives first consideration, and attention is also
given to the ratio of “ total debt” to “ net worth.” It is rather a general policy
not to take under rediscount an amount of paper of any one maker or indorser
in excess of the net quick assets shown in the financial statement. Some lib-
erality has been exercised with the paper of textile mills owing to conditions
existing in this industry—an allowance of $5 per spindle as potential quick
assets being made when the ratio of “ quick assets” to “ current liabilities” is
very low, but this allowance is made only when the physical properties are
free and elear of funded indebtedness of every description. And with farmers’
statements greater consideration is given to the “net worth” position reflected,
as such statements do not as a rule show as liquid a condition as strictly
commereial statements owing to the necessity for comparatively large invest-
ments in real estate.

Chicago.~—In accordance with the regulations of the Federal Reserve Board,
satisfactory financial statements are required in connection with all paper ac-
cepted for rediscount where the amount involved in the aggregate is $5,000 or
over. In many instances where any doubt arises as to the acceptability of the
paper, financial statements are required in connection with smaller offerings,
down to $1,000 or less.

In addition to the foregoing, good use is made of information which has been
accumulated by the credit department of this bank, and the examiners’ official
reports are carefully searched for any information which may be contained
therein with respect to the paper under consideration,

Cleveland.—In considering so-called commercial paper we require a reason-
ably recent statement of the maker or indorser whose paper is offered. That
statement must show a satisfactory condition. In analyzing these statements
due consideration is given to the nature of the business, and ratios such as quick
assets to current liabilities, worth to debt, worth to fixed, merchandise to re-
ceivables, sales to receivables, and sales to merchanadise; all for the purpose of
determining liquidity and ability of the borrower to pay in the ordinary conduct
of his business.

In the case of agricultural paper a reasonably recent statement of the bor-
rower is required. Such statement must show a reasonably satisfactory con-
dition and indicate that the borrower’s paper is based upon current operations
and will be liquidated through the usual marketing of his products.

Whether commercial or agricultural paper is offered a statement is required
in all cases when the aggregate amount of paper of any one borrower, offered
by any bank, is $1,000 or more; also regardless of the type of paper offered due
consideration is given to the indorsement of the member bank.

Daltas~—Our tests fall into two general categories: (a) primary tests, which
are applied to the paper itself, and (b) secondary tests, which are applied to
the conditions and circumstances surrounding the offering. We are sometimes
offered paper which, when subjected to primary tests, does not wholly measure
up to our standards of acceptahility, but which falls short of these standards by
a margin so slight that we feel justified in accepting it if in our opinion the
offering bank’s history and managerial policies are such as to warrant the
belicf that the credit risk involved in the offered paper is less than it appearz
to be from superficial indications. Therefore, we consider the paper in the light
of both primary and secondary tests, as follows:

Primary tests: («) The probability of the maker’s ability to pay the obliga-
tion at maturity, as evidenced by any of the following factors: The collaterai
attached to the note, the maker’s financial responsibility as shown by a recent
financial statement, or the strength of the indorsers or guarantors as evidenced
by their financial statements or other information in our possession.

() The experience of the offering bank in connection with previous loans to
the maker of the paper, and our experience with the same type of paper redis-
counted for other banks.

Secondary tests: The character of the management of the offering bank and
its history, with partienlar reference to its losses, the frequency or continuity of
its borrowings, the maintenance of proper ratios, the maintenanace of its legal
reserves, or its inclination to excessive loaning and/or excessive borrowing.
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Kansas City—All financial statements of commercial borrowers are carefully
analvzed and ratios figured in accordance with accepted practices of well-
managed commercial banks. For comparative purposes, statistics gathered by
certain recognized credit organizations, such as the Robert Morris Associates.
are used. Evidence of reasonable liguidity is necessary in the statements of
commercial borrowers. The statements of farmers anad stockmen are analyzed
on a more liberal busis, consideration being given to growing crops, tractors, and
other farm machinery, as well as real estate, and we do not demand absolute
liquidity on the basis of livestock, grain on hand, or other currently salable
assets. Notes secured by chattel mortgages are viewed from the standpoint of
probable cash value of the livestock aor other chattels covered thereby.

Minneapolis—Such evidences as are shown in the financial statement of the
note maker and by the character of the collateral, and on commercial paper by
the commereial ratings of the note maker as well.

New York.—The credit tests employed by us to determine the acceptability
of paper offered for rediscount by member banks are substantially as follows:

Qur first and nrain reliance is on the indorsement of the borrowing member
bank, and we are constantly scrutinizing the value of each bank’s indorsement,
In addition paper offered by the bank must meet certain tests.

A statement of the borrower is obtained in all cases where the obligation
amounts to $5,000 or more, and in some instances for less amounts. Reports
of commercial agencies covering financial standing, history, and trade reputation
of horrowers are obtained on all items of $1,000 and over, and information is
given for all items by the borrowing bank as to business and net worth of the
borrower, and use of the proceeds of the note. It is also our custom to obtain
information by direct checking with banks and others on names where such a
course appears necessary.

Our credit files are maintained in a manner similar to these of large com-
mercial banks. The net worth of the borrower relative to his debt is taken
into consideration and the ratio of quick assets to current liakbilities is regarded
as an important factor. The borrower’s history in active business and the trend
indicated by the comparison of statements over a number of years are also
considered important.

We have found it necessary, in passing upon acceptability of paper, to recog-
nize in dealing with individual banks that generally they can not offer for dis-
count paper of a better quality than their community produces. This is espe-
cially so in the case of the smaller banks.

Decision as to the acceptability of paper is based upon our estimate of the
borrower’s flnancial standing, ability to pay, and general reputation as dis-
closed by the infornration which we are able to develop by the means above
indicated, also upon the value of the indorsement of the offcring member bank.

Philadelphia—We obtain a copy of a recent statement of the person or con-
cern in question. It must reflect a reasonably liquid condition from the stand-
point of the business involved and must show satisfactory proportions in the
following ratios: Quick assets to current liabilities, current debt to net worth,
total debt to net worth, and accounts receivable and merchandise to net worth.
Comparison with previcus statement is made and trend of operations and profits
noted. When considered necessary, additional information pertaining to sales,
trade standing, and banking relations is obtained through various reporting
agencies or the banks themselves. Reports of examination are scrutinized for
‘any criticism of the paper offered, and our examiners frequently submit data.
Our transit and collection departments advise us daily of checks and notes pro-
tested. Published business records of lawsuits, receiverships. ete, are also
covered and filed for ready conference,

Richmond.—In every case banks applying for rediscounts are required to state
the business of the maker and the net worth of the maker and of the indorser.
Certified copies of financial statements are required. in accordance with the
regulations of the Federal Reserve Board, and in special cases financial state-
ments of the borrowers are required for smaller amounts than those specifled
in the regulations and such additional information as can be obtained.

St. Louwis—Probability of payment of note at maturitv as evidenced by
statement of the maker, or value and marketability of chattels or other security:
3lsto previous record of borrower as disclosed by our records and other credit

ata.

San Francisco—With the exception of notes adequately secured by United
‘States Government obligations, a current financial statement of the borrower
is required in all instances.
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In the case of unsecured paper and paper supported by collateral under the
control of the borrower (livestock under chattel mortgage, for instance), such
financial statement must show that the nraker has assets of sound value in an
amount well in excess of liabilities and has liquid assets, including growing
crops and livestock being made ready for an early market, of sufficient worth
to make it reasonably certain that the borrower can meet this current (short-
term and unfunded) indebtedness, including the obligation offered for discount,
by realizing on such ligquid assets in the normal course of events.

3. Are acceptability requirements raised in periods when your institution is
following restrictive credit policies?

Atlanta.—Yes; they are. Acceptability requirements have been raised espe-
cially in periods when this bank was endeavoring to prevent the use of Federal
reserve credit in speculative channecls,

Boston.—Acceptability requirements are raised during periods of either gen-
eral restrictive eredit policies or in case of individual bank. The need for the
credit asked for is more carefully investigated and in the individual call for
credit by a bank the character of business of the locality covered by the borrow-
ing bank, the character of business done by that bank, especially as to its in-
vestment policy, and the need for the lecan.

Chicago.—No.

Cleveland.—No.

Dallas.—No.

Kansas City—No,

Minneapolis.—No.

New York.—No.

Philadelphia.—No.

Richmond.~——No.

St. Louis.—No. Credit principles are the same at all times.

San Francisco.—No. If the discount rate is ineffective. restraint, if necessary,
is placed on the volume of credit being extended a member bank.

It would be unreasonable to raise the standard on notes adequately secured
by United States Government obligations, or to raise the standard on eligible
paper which is unquestionably sound and liquid.

A credit strain is most likely to be caused by the borrowings of large banks
which have the greatest amount of Government securities and the largest
amount of the best quality of eligible paper. To raise the standard of require-
ments on all paper would result in denying credit to banks which are not abus-
ing their rediscounting privileges either from the standpointsof the volume of
credit being used or the quality of paper discounted. In a credit stringency
(1921, for instance), it becomes necessary to lower the standard, within the
bounds of safety, in order to accommodate commerce.

4. In your opinion, do the provisions of the Federal reserve act, the rulings
and regulations of the Federal Reserve Board, and the acceptability require-
ments of your institution set sufficiently high standards for paper that may be
rediscounted by member banks?

Atlanta.—They do.

Boston.—We consider that our “ acceptability requircments” are of a high
though reasonable standard, and that it would be undesirable to change this
standard, as it would introduce an element of uncertainty in dealing with mem-
ber banks, which are now quite familiar with our requirements as the result of
their experience during the years since the inauguration of the system.

Chicago.—Yes.

Cleveland.—Yes.

Dallas—Yes.

Kansas City.—Yes.

Minneapolis—Yes; we believe they are adequate.

New York.—YXcs.

Philadelphio.—Members of the Federal reserve banks consist of two classes—
city banks and country banks, As regards the business paper of city banks,
the provisions of the act and regulations of the Federal Reserve Board do set
sufficiently high standards for paper that may be rediscounted. There is little
real business paper originating in the rural districts, most of it is farmers’
paper and that of small tradesmen, who have difficulty in meeting the require-
ments. We would not recommend any change. Higher standards could not be
met, but it is well to have these country banks aim to comply with existing
ones.
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Richmond.—Yes.

St. Louwis~—Yes,

San Francisco—YXes.

5. State whether your institution ever required or now requires excess
collateral from borrowing member banks.

Atlanta—Excess collateral has been and is now being required from some
of our borrowing member banks.

Boston—This institution has in the past and still does require excess
collateral from a comparatively few borrowing member banks. At the present
time we are holding excess collateral from 4 out of 398 member banks, and
these 4 institutions are among the 122 member banks that at present are
borrowing from the Federal reserve bank.

Chicago.—Yes.

Cleveland.—We do in exceptional cases require additional collateral. On
January 31, 1931, 264 member banks were borrowing from this bank and but
7 of them, borrowing a total of $182,113, were required to pledge collateral
over and above the face value of their borrowings. The usual amount of the
additional collateral which we request in these special cases is 25 to 35 per
cent of their indebtedness to us.

In these few cases the indebtedness consists of eligible paper discounted or
advances secured by eligible paper. The additional collateral may consist
e¢ither of eligible or noneligible paper or of securities,

Dallas.—By “excess collateral” we assume you mean paper placed and
pledged with us by member banks to provide us with a margin of additional
security for rediscount advances over and above the security afforded by the
paper actually discounted. In some cases we require such additional collat-
eral. In other cases we do not require it,

Kansas City—Yes; but only from banks believed to be in overextended or
otherwise unsatisfactory condition.

Minmeapolis.—Yes.

New York.~—We have always required and now require a margin of collat-
eral in a limited number of individual cases. In such cases borrowings are
handled in the form of a collateral note secured by eligible paper equaling at
least the amount of the note and also by a margin of additional paper or
c¢oliateral which need not necessarily be of eligible character. In this distriet
we have found it necessary to require a margin of collateral in but compara-
tively few instances.

Philadelphia—%£We frequently take excess collateral from borrowing membet-
banks,

Richmond.—It has always been our practice from the beginning to require
excess collateral in many cases.

St. Lowis.—Yes.

San Francisco.—YXor several years past no excess collateral has been required
or accepted. 'When values of properties and commodities fell sharply in the fall
of 1920 paper being carried under discount (particularly that arising out of
agricultural operations) diminished greatly in quality. Borrowers in many
cases were unable to meet their obligations, This, together with the accom-
panying heavy shrinkage in deposits, made it necessary for numerous banks
not only to continue their borrowings but to increase them. In one section
particularly crop failures in 1921 and 1922 added to the difficulties. With the
hope of averting unwarranted suspensions and to protect advances previously
made additional collateral was required in many cases.

6. If you regard the eligibility and acceptability requirements relative to
paper presented by member banks for rediscount as sufficiently high, what are
{)he reasons impelling your institution to require excess collateral from member

anks?

Atlanta—(1) Special conditions in the community.

(2) Conditions in the borrowing bank.

(3) Emergency conditions requiring temporarily excessive borrowings,

Bogton.—While the grade of paper submitted by a member bank might be
satisfactory and the standards of eligibility and aceeptability high, this institu-
tion still might consider it desirable to require excess collateral if the member
bank appeared to be generally nonliquid or weak as a result of poor manage-
ment or unsatisfactory local or other conditions. The character of the bank’s
entire loan, investments, other assets and liabilities, and the volume of checks
going through for collection are elements for consideration in calling for
excess collateral in connection with the paper rediscounted, which may be
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relatively small in total, good in itself, but slow or even difficult in collection
should the bank be closed. It has been our experience in some instances that
a call for general collateral has the effect of a warning and stimulates the
correction of undesirable situations in the affairs of a member bank.

Chicago.—Ordinary banking prudence makes it imperative that in extending
credit through the rediscounting, process due consideration be given to the
condition of the applying bank, and where the condition is unsatisfactory to
the extent that the indorsement of the bank does not lend the protection to
which we are entitled it is our policy to require excess collateral. Hxcess
collateral is also frequently called for where borrowings of member banks are
excessive. In considering this question it should be borne in mind that by
taking collateral we have in many instances been enabled to extend credit to
struggling institutions which were doing their utmost in a constructive way
to better their condition.

Cleveland.—Sound banking judgment. When it has come to our knowledge
that the condition of a borrowing bank is unsatisfactory by reason of incom-
petent management, unsound practices, or impaired liquidity, or that losses
sustained have seriously impaired the condition of the bank, although not to
the extent that the supervisory authorities consider it insolvent or beyond
hope of working out of the situation, the member bank’s indorsement is
weakened, and it is then that if the member bank is indebted to us or if we are
called upon for further assistance we feel impelled to grant such assistance
oply upon adequate collateral. To deny reasonable assistance in these cases
might lead to the closing of banks which otherwise migh tbe saved.

Dallas—In some cases where the offered paper in its general or special
aspects does not measure up to our standards of acceptability we consider
it better practice to grant the offering bank a line of rediscount credit supported
by a safe margin of additional collateral than to refuse the bank any credit
accommodations whatever., In other cases, even if the paper meets our require-
ments as to acceptability, we sometimes require a margin of additional col-
lateral either for our own protection or for the good of the borrowing bank,
or both. In our rediscount operations we take the position that the eligibility
and acceptability of paper offered for rediscount are not always the only factors
that should be considered by a Federal reserve bank in making loans to its
member banks. The Federal reserve act specifically requires that these loans
be limited to “ such advances as may be safely and reasonably made, with due
regard for the claims and demands of other member banks.” This part of
the act clearly places upon the Federal reserve banks the burden of responsi-
bility for safeguarding their loans to member banks with the elements of
safety and reasonableness, which we interpret to mean safety for the borrow-
ing bank as well as for the Federal reserve bank. Therefore, when paper is
offered for rediscount—even if it apparently conforms (at the time it is offered)
to all accepted tests of credit acceptability—if it represents an excessive loan-
ing program or an excessive borrowing program on the part of the member
bank, it can not be safely or reasonably used by the Federal reserve bank as
the basis of extending credit to the member bank, unless the credit is extended
upon such terms and conditions as will tend to reduce to a minimum both the
eredit risk represented by the member bank’s obligation to the Federal reserve
bank and by the maker’s obligation to the member bank.

For these reasons we sometimes require additional collateral, not only for
our own protection against a possible change in the value of the rediscounted
paper prior to its maturity, but also for the sake of the effect such require-
ment usually has in correcting dangerous trends in the policies and affairs of
the borrowing bank, as, for example, where the offering bank shows an inclina-
tion to horrow too heavily and/or continuously, either from us or from other
sources ; where the statement of the offering bank shows unsatisfactory ratios,
and the management expresses a desire to borrow an amount which appears
to be out of proportion to the bank’s capital; where reports of official examina-
tions show a heavy proportion of criticised assets; where a member bank’s
deposits include a dangerously large amount of public funds which are not
offset by cash resources, readily marketable securities, or other liquid assets;
or where economic conditions in the bank’s territory are so subnormal as to
necessitate its carrying over a hazardous volume of nonliquid loans.

Other facts which we consider in determining the advisability of requiring
excess collateral from a member bank, as well as in determining the amount
of the margin to be required, are (a) the amount of its loans to its own
directors and their interests, (b) the net worth of its stockholders, and (c) the
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extent of the financial interest of the directors in the borrowing bank, Some-
times we require the indorsement or guaranty of directors and/or substantial
stockholders of the borrowing bank, either in addition to or in lieu of a margin
of collateral.

Kansas City—(a) To supplement the protection afforded by the member
bank’s indorsement, which has become lessened by the large amount of dis-
counted paper or by other conditions.

(b) In some cases, in addition to the above reasons to afford additional
security for advances made on paper which does not meet the requirements
as to accepability but which is accepted because the member bank must have
the credit and has no more acceptable paper to offer.

(¢) 'To impress upon the bank’s management, and particularly upon its
directors, the gravity of its overextended or otherwise unsatisfactory condition.

We hear in mind that paper discounted serves as security for Federal
reserve notes, and consequently endeavor to avoid loss on lines which appear
to be weak. Iixcess coliaterul is returned to the borrowing bank upon its
return to satisfactory condition, or to the receiver in case of insolvency, after
the amount due us has been collected.

Requirement of excess collateral, on occasion, is a long-established practice
among commercial banks in this district.

Minneapolis.—In an almost wholly agricultural district market-price levels
and weather conditions may materially change during the life of the paper.
BExcess collateral is not taken except as conditions in the particular member
bank, or in the area in which the bank is located, may indicate that it is a
factor of safety.

New York.—There are a number of reasons which at times impel us to require
margin of collateral on member bank borrowings. The controlling reason is
stated in Federal reserve act, section 4, which requires that directors of a
reserve bank shall “ extend to each member such discounts, advancements, and
accommodations as may be safely and reasonably made, with due regard to
claims and demands of other member banks.” This provision contemplates
that loans shall be prudently made and in such manner as to assure, as far
as possible, that repayment in full will be made. Even if this provision were
not in the act, we would, nevertheless, consider this to be an implied responsi-
bility of the management of a Federal reserve bank. We do not, however,
believe the making of loans to member banks can or should be limited to cases
in which there is complete certainty that no loss will result, but we feel, on the
contrary, that if a Federal reserve bank is to perform the duties which devolve
upon it, loans must, in many instances, be made where surrounding conditions
are such as to indicate some possibility of loss. The requiring of marginal
collateral is a natural accompaniment of the effort to extend loans to member
banks whose condition, for one reason or another, is not for the moment
unquestionably safe, and af the same time to have the loans or advances which
are made to them fall in the category of loans which “may be safely and
reasonably made.”

Conditions which make it necessary to require a margin of collateral include
the following:

(@) Impaired value of the member bank's indorsement, due to depreciation
in its securitics account, losses in loans, or other losses which reduce the ratio
that its capital funds bear to its liabilities. It is sometimes necessary to
extend accommodation to a bank during the period in which steps are being
taken by its directors to bring about restoration of the capital aceount.

(b) Variation in the dependence to be placed on the judgment of the member
bank as to the goodness of loans it has made. The paper in different banks may
be equally eligible from a legal viewpoint and apparently acceptable from a
credit standpoint, but the loss experience of a particular member bank may
have been such as to indicate that its paper will show a considerably larger
proportion of loss than that of other and better-managed institutions.

(¢) The character of the business of the community may be such as to give
rise to paper of poor average grade, even though legally eligible and apparently
good. In situations of this kind a large volume of the bankers’ paper can not
be classified either as certainly good or as bad, but requires some middle
classification. To reject a considerable portion of this would probably be unfair
to the member bank, especially as the reserve hank is obliged to form its opinion
largely upon the data obtained at secondhand, and does not have the oppor-
tunity to have personal contact with borrowers or to observe the daily course of
their business as reflected in their eurrent bank account. Ordinarily in cases of
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this middle classification the member bank’s indorsement is quite adequate to
make the loan safe, but if the value of that indorsement is impaired for any
reason, a margin of collateral becomes important.

(d) Emergency conditions: When a bank is undergoing a run, it is only
with great difficulty that it can assemble paper and prepare applications for
rediscount rapidly enough to meet the needs of the situation. The difficulty of
selecting paper of an acceptable character at such a time is great and to pass
upon several thousand items quickly enough to give the needed credit to the
member bank is almost impossible for a reserve bank, especially in cases of
paper of a borrower whose statement has never before been on file with the
Federal reserve bank. In such a case the member bank may meet the sitnation
and receive the needed accommodation by offering a margin on its paper,
perhaps using for the purpose of margin, paper or other collateral not of eligible
character,

(e) It is necessary to recognize in taking commercial paper from a member
bank which is in possible danger of being closed by a run, that in the event of
such closing the collectibility of the paper of its customers would be very much
impaired, and that many notes which might be paid if the bank were to con-
tinue as a going institution might be partially or wholly uncollectible in the
event of its closing.

In all of the above circumstances the taking of a margin of collateral makes
is possible to extend assistance with reasonable safety where otherwise loans
could not be safely made. It is interesting in this connection to note that the
large commercial banks with a large number of country correspondents
customarily take a substantial margin of collateral, even though their ad-
vances are made upon securities which are readily salable in the open market,
and the value of which is, therefore, practically independent of the condition
of the borrowing bank.

Philadelphia.—No matter how high the requirements are, there always is
some risk in discounting paper. While the paper of suburban and country
banks complies with the requirements, yet it is difficult to make a satisfactory
investigation of it, and in the aggregate it can not be considered as gilt-edged;
neither do the institutions offering such paper rank among the strongest, and
additional security is taken to protect us, both against the bank and the possible
failure of the makers of the paper.

Richmond.—While the standards of eligihility are believed to meet require-
ments, nevertheless it is not possible to determine to our satisfaction the good-
ness of paper offered in all cases. The present situation affords an illustration.
Furthermore, the marginal collateral requirement is in force partly as a re-
straining influence upon the tendency to borrow excessively. Marginal col-
lateral is not required to be paper that is eligible for rediscount.

St. Louwis~—Our experience has proven that paper that is acceptable and could
be collected by a going bank often will not pay out when collected through the
receiver of a closed bank. This applies more particularly to agricultural paper.
Unless acceptability requirements are excessively high, the practice of taking
extra collateral (a sound development of commercial banking) is necessary to
avoid losses.

San Frencisco~~—Requirements are adequate.

Generally speaking, the taking of marginal collateral is justified only as a
temporary measure to prdotect advances previously made (see answer to ques-
tion 5) or to meet some outstanding emergency wherein it would appear by
such action a serious calamity might be averted. It is possible for an unex-
pectedly large demand for eredit to come faster than a member bank can
gather its paper and credit data for submission to the Federal reserve bank in
such form as to make speedy action thereon possible.

7. Would it assist in preventing Federal reserve credit from being used for
speculative and investment purposes to repeal the provision in the Federal
reserve act permitting member banks to borrow on their 15-day promissory
notes secured by Government obligations?

Atlanta—Not in our district. It is our opinion that most of the borrowings
of our member banks on their 15-day promissory notes secured hy Government
obligations are for the purpose of restoring or maintaining their reserves.
Such notes are ordinarily discounted for short periods only.

Boston—We do not believe so. Many member banks carry Government
obligations as secondary reserves, and even though eligible paper is held in
portfolio the Governments are frequently used for borrowing purposes, as the
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detail work in connection with such borrowing is less than in rediscounting. It
might tend to reduce the control of the Federal reserve bank over its member
banks.

Chicago~—To refuse to take 15-day notes secured by Geovernment obligations
for member banks might possibly in a few eases restrict speculative and invest-
ment uses of money. In our judgment, however, any benefits of that kind which
would accrue from so doing would be very much more than overbalanced by the
legitimate service we are now rendering to such borrowing banks by taking such
15-day notes, thus making available to them funds for commercial enterprises
or declining deposits.

Cleveland—It might, but such repeal would seriously handicap many member
banks who carry United States Government obligations as secondary reserve
because their communities do not supply them with eligible paper in sufficient
amounts. It also would handicap some of the State bank members who do not
eater to commercial business but carry Governments as a member of borrowing
from their Federal reserve bank to meet legitimate demands,

In our judgment, a repeal of that provision of the act would greatly limit the
usefulness of Federal reserve banks, especially in view of the declining trend of
eligible paper created.

Dalles—It would undoubtedly assist in accomplishing the purpose referred to,
but we doubt the wisdom of making such a change at the present time, in view
of its probable effects upon Government financing and upon other phases of the
general credit structure. We think consideration should be given to the large
amount of Government obligations outstanding and the causes which created
them.

Kansas City—Probably so, but to very slight extent in this district, where use
of Federal reserve credit for speculative or investment purposes has been
negligible. Any good thus accomplished would be offset by the harm incident
to depriving the banks of this privilege which lends convenience and economy to
temporary borrowings, adds to the desirability of Government securities as a
secondary reserve, and, therefore, tends to maintain the price of such securities
at a higher level than would otherwise be the case.

Minneapolis—No; we do not believe it would.

New York.—There appear to be two possible lines of reasoning which might
be advanced in support of a proposal to prohibit member banks from borrowing
on their 15-day promissory notes secured by Government obligations, as a
means of preventing Federal reserve credit from being used for speculative and
investment purposes. The first argument would relate to the specific use by
banks of the funds so obtained, and the second would relate to the effects on
the total volume of Federal reserve credit in use. 'The first question is whether
Federal reserve funds which are obtained by banks by the presentation of their
eollateral notes secured by governments, are used in any different way from the
Federal reserve funds obtained through other channels, The chain of cir-
eumstances which results in member banks’ borrowing and the processes
followed are about as follows:

1. The member bank finds itself with its reserves deficient; that is, with its
reserve deposit at the Federal reserve bank less than the amount required by
law. This may be due to (@) a withdrawal of deposits, or () an increase in its
own loans. If the loss of reserves is due to the loss of deposits it is difficult to
anticipate and outside the control of the bank, and this is also true of increases
in loans in cases where prior commifments have been made. Increases in cer-
tain types of loans can, of course, be anticipated, and as a matter of praetice a
bank is reluctant to increase its-loans if it anticipates that this operation will
result in a deficiency of reserves. In fact, it may generally be assumed that
a deficiency of reserve which leads to member bank borrowing is usually due to
events which are unpredictable and outside the bank’s immediate control.

2. Finding itself with deficient reserves a member bank has a number of
alternatives, somewhat as follows: (a) To call demand loans, () to sell bills
or investments, (e) to borrow from a correspondent bank, (d) to borrow from a
Federal reserve bank.

Federal reserve credit may get into use through two of these channels. If the
bank has bankers’ acceptances in its investment portfolio, they may be sold to a
Federal reserve bank, thus putting Federal reserve credit into use. Otherwise
there is only one avenue open which is the avenue of borrowing.

3. Having decided to borrow from the reserve bank a bank then has the choice
as to whether it will present some of its customers’ paper for rediscount or will
give the Federal reserve bank its own 15-day collateral note secured either by
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Government securities or by customers’ paper. Usually the collateral note
secured by governments is the most convenient means because many of the
member banks hold in safe-keeping with their reserve bank some amount of
Government secarities swhich they can use as collateral for borrowing simply by
forwarding to the reserve bank a collateral note. This avoids the necessity of
picking out customers’ paper, listing it on application blanks, making sure the
reserve bank has statements properly filed, arranging appropriate maturities,
and other possible ineonveniencies arising from surrendering possession of the
paper.

4. The form of the borrowing transaction is that he borrowing bank sends to
the reserve bank its note or its paper for rediscount and receives eredit in its
reserve deposit aceount on the books of the Federal reserve bank. The destina-
tion of the proceeds is identical whether the loan is made against rediscounted
commercial paper or the member bank’s collateral note secured either by
governments or eligible paper. The proceeds are used to build up depleted
bank reserves.

5. The process by which Federal reserve eredit gets into use does not end
here, however, for the borrowing bank takes only the first step in a series of
steps by which $1 of Federal reserve credit may expand into about $10 of bank
eredit (applying the ratio which the country’s gold and other reserve funds
normally bear to bank credit). This is perhaps the most perplexing and least
well-understood operation in banking, and to reduce it to simple terms the
attached chart (A) has been prepared. To simplify the picture it is assumed
that bank 1 borrows from the reserve bank as a result of making a new busi-
ness loan; that the bank does not require the merchant borrower to maintain
any larger balance and that succeeding banks receiving the funds put out in
this way follow a precisely similar procedure. The net result of the process
is that on the basis of $1,000 of new Federal reserve credit an expansion of
about $10,000 of bank loans and deposits takes place, while reserves of mem-
ber banks increase but $1,000. The actual process is, of course, more compli-
cated and confused, and the uses of the credit more varied than indicated on
the chart. The important fact to be observed in this conmection is that the
borrowing bank hag little influence over the eventual use of the Federal reserve
credit it may borrow. It is simply an instrument, and in most cases a passive
one, by which Federal reserve credit first gets into use. The nature of the use is
largely determined by others.

CHART A.—How $1,000 of Federal Reserve Credit Grows to $10,000 of Bank
Credit

Bank No. 1 lends a merchant $1,000. The merchant withdraws this $1,000.
As a result the bank’s reserves are depleted and it borrows $1,000 from its
reserve bank. This $1,000 becomes the basis for credit expansion as follows:

Bank No. 1 lends $1,000 to merchant No. 1 who pays it to manufacturer No. 1,
who deposits $1,000 in bank No. 2 which sets aside $100 for reserves and has
$900 of free funds to lend;

Then bank No. 2 lends $900 to merchant No. 2 who pays it to manufacturer
No. 2, who deposits $900 in bank No. 3 which sets aside $90 for reserves and has
$810 of free funds to lend;

Then bank No. 3 lends $810 to merchant No. 3 who pays it to manufacturer
No. 3, who deposits $810 in bank No. 4 which sets aside $81 for reserves and
has $729 of free funds to lend;

Then bank No. 4 lends $729 to merchant No. 4 who pays it to manufacturer
No. 4, who deposits $729 in bank No. 5 whieh sets aside $73 for reserves and
has $656 of free funds to lend;

Then bank No. 5 lends $656 to merchant No. § who pays it to manufacturer
No. 5, who deposits $656 in bank No. 8 which sets aside $66 for reserves and
has $590 of free funds to lend;

Then bank No. 6 lends $590 to merchant No. 6 who pays it to manufacturer
No. 6, who deposits, $590 in bank No. 7 which sets aside $59 for reserves and
has $531 of free funds to lend;

Then bank No. 7 lends $531 to merchant No. 7 who pays it to manufacturer
No. 7, who deposits $531 in bank No. 8 which sets aside $53 for reserves and
has $478 of free funds to lend;

Then bank No. 8 lends $478 to merchant No. 8 who pays it to manufacturer
No. 8, who deposits $478 in bank No. 9 which sets aside $48 for reserves and
has $430 of free funds to lend;

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



718 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Then bank No. 9 lends $430 to merchant No. 9 who pays it to manufacturer
No. 9, who deposits $430 in bank No. 10 which sets aside $43 for reserves
and has $387 of free funds to lend;

Then bank No. 10 lends $387 to merchant No. 10 who pays it to manufacturer
No. 10, who deposits §387 in bank No. 11 which sets aside $39 for reserves and
has $348 of free funds to lend;

And so on, until following totals are reached: Total loans, $10,000; total
depesits, §10,000; total reserves, $1,000.

This table is simplified by assuming (1) that deposits balance is not required
of borrower, (2) that ail deposits made are demand deposits, (3) that all the
banks concerned have a 10 per cent reserve requirement on net demand de-
posits, (4) that all loans and use of funds are identical in charaecter, (5) that
the banks receiving Federal reserve funds are not in debt at the reserve
bank—otherwise the funds would be used to repay this debt. Actual resulis
are more complicated but follow the same principles.

From this survey of the way in which Federal reserve funds get into
use through a member baunk, several conclusions may be drawn.

(¢) The most common event leading to borrowing, a depletion of regerves
through the loss of deposits, is completely outside the control of the bor-
rowing bank. The funds are used by the bank customer in any way he
pleases,

(b) In ninety-nine cases out of a hundred the kind of paper used by 2 member
bank to borrow from the veserve bank has no connection with the operation
which made it necessary for the bank to borrow.

(¢) The act of borrowing at a reserve bank is only the first of a series
of operations in which Federal reserve credit is passed from hand to hand
until it may expand into a volume of bank credit many times its own amount.
Nine-tenths of this process is completely beyond the control of the borrowing
bank. In other words, even if it were possible and practicable to identify par-
ticular loans by member banks as the immediate cause of Federal reserve
berrowing, and to limit such borrowing to that which has been made necessary
by certain types of loans, this would not be in any degree effective to control
the character of nine-tenths of the additional member bank loans which
would be made possible by the Federal reserve credit released through the
borrowing from the Federal reserve bank.

(d) Therefore the particular form which the withdrawal of Federal reserve
funds takes in no way determines the eventual use of the money. The loan is
simply a vehicle for letting out IFederal reserve funds into general use, and
the use is no different whether the funds are put out in the form of loans
against member bank notes sccured by Government collateral, or in the form
of rediscounts, bills, or any other form of Federal reserve credit.

The second question is whether the privilege which banks have of bor-
rowing on their 15-day notes secured by governments tends to encourage an
excessive expansion of credit; that is, whether the availability of this method
results in a larger use of Federal reserve funds than would occur if this
facility were withdrawn. Upon this point it is first necessary to review the
figures. They are published currently for all member banks in the Federal
Reserve Bulletin and may be summarized by saying that all member banks
on last September 24 held Government securities amounting to $3,446,000,000,
and eligible paper amounting to $3,812,000,000. These figures compare with
a total of about $1,000,000,000 of Federal reserve credit in use on that date
of which about $600,000,000 took the form of Government securities bought
in the open market, $200,000,000 bankers’ acceptances sold to the Federal re-
serve bank, and $200,000,000 discounts, i. e., loans to member banks. On that
date member banks as a whole had borrowing capacity against eligible paper
alone considerably more than fifteen times the amount of their actual borrow-
ings at the reserve bank. In recent years the maximum amount of borrowing
by member hanks at the regerve banks was a little over $1,000,000,000 or a
little more than one quarter of the total amount of eligible paper. ¥or the
New York City banks the average holdings of governments and of eligible
paper during the year 1929 as indicated by the four call condition statements
of that year are as follows:

Government obligations owned _ $1, 014, 000, 000
Eligible paper held. S S 1, 061, 000, 000
Maximum borrowings at any one time._ 425, 200, 0600
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These figures indicate that the borrowings of these banks as a group did not
at any time reach a total of more than approximately 40 per cent of the eligible
paper held, and it is a reasonable assumption that the borrowings of these
banks under anything approaching normal conditions would not amount to
more than the eligible paper held. In fact, during the credit disturbances in
the fall of 1929 the borrowings of only two New York City banks exceeded at
any time the amount of eligible paper held by them.

When we turn, however, from the banks in principal centers to the smaller
banks, the case is not so clear. A number of smaller institutions would be con-
siderably embarrassed by a lack of sufficient eligible paper. While the position
of these banks with respect to borrowing would have no considerable effect on
the total volume of Federal reserve credit called into use, the removal of the
privilege of borrowing on governments would discriminate against a number of
member institutions, and especially those in smaller cities and towns.

‘While the removal of this right in ordinary times would have little effect
on the total volume of Federal reserve credit it would become an important
and essential consideration in times of bank disturbances when banks may be
called upon to meet sudden or large withdrawals. Even the present facilities
of access to the reserve bank have proved inadequate for some of these oc-
casions, and the removal of this facility would to a considerable extent cripple
the reserve system from accomplishing one of the major purposes for its
establishment which was to meet emergencies. Without these facilities the
system would be much less useful to many small banks.

It was clearly the purpose of the Federal reserve act to make borrowing
possible on a large scale in emergencies. When it was enacted the amount of
eligible commercial paper was much larger than at present relative to total
bank loans and investments, as illustrated by the following figures, which relate
to national banks only:

All National Banks

[In millions of dollars]

Pell'_cgtx)llt of
eligible
Date | Eligible |ToW8lI0ans | paperto
paper held CoUnts total loans
\ and dis-
i counts
Dee. 27, 1916, et ee 2,293 8 395 27.3
June 30, 1920__ .. .. - 4,320 13,611 31.7
June 30, 1824 . e e - 3, 542 11,979 28.5
June 30, 1928 e maaa - 3, 266 15,145 21. 5
Jume 30, 1080, . L e 2,719 14, 874 18.2

In the face of steadily declining amounts of eligible paper and declining
amounts of Government securities outstanding, there is question how long
even the present terms of the reserve act will provide sufficient possible access
of individual member banks to the reserve banks, especially in emergencies.
The amount of eligible paper is very unevenly distributed among individual
member banks.

Two further general comments may be made on this general subject.

The first relates to the goodness of Government-secured paper as a reserve
bank asset as compared with commercial paper. The primary security in
each case is the obligation of the member bank, and as long as the member
bank remains open one form of paper is as good as the other. If the member
bank fails, however, the Government-secured obligation is better than customers’
paper because the customer’s credit is often so closely tied up with the bank
that his ability to meet his obligations is considerably impaired by the bank’s
failure. A seecond comment relates to the method of control over the volume
of Federal reserve credit and bank credit generally. If the amount of paper
eligible for discount is fo be adequate to meet emergencies and unusual demands,
it must be far in excess of the amount of reserve funds in use in ordinary
times. Therefore, the control of the volume of reserve funds year in and
year out is to be found, not in controlling the amount of eligible paper, but in
controlling the operation of putting reserve funds into use—and this meang
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primarily rate control. The history of recent years appears to show that rate
control has been effective to the extent that it has been exercised vigorously
and promptly.

Philadelphia.—No.

Richmond,—We do not think so in this district. What restraint this pro-
hibition might exercise in the larger banks would be overbalanced by other
practical considerations.

8t. Lowis.—No.

San Francisco.—It would assist, but not necessarily prevent, the practice
because other means are available for obtaining Federal reserve credit
surreptitiously. Repeal of the law, however, would be an unnecessarily severe
measure if intended solely as a cure to possible abuses by a comparatively few
large member banks situated in metropolitan centers.

As an emergency measure, the privilege of borrowing against United States.
Government securities is a source of great comfort to member banks. Such a
method of borrowing might (by law) be permitted only when the Federal
reserve bank has satisfied itself that the member bank has no eligible and
acceptable paper to submit for discount, and the member bank can show by
its own records and to the satisfaction of the Federal reserve bank that the
funds being obtained from the Federal reserve bank are being used for the
purposes contemplated under the law.

8. Should member banks, which are borrowing from Federal reserve banks
on their 15-day promissory notes secured by Government obligations, be pro-
hibited from increasing their own security loans? Should this prohibition be
extended to member banks securing funds from the reserve bank either through
borrowing or rediscounting?

Atlanta— (1) No. The legitimate business needs of the customers of a
member bank who are able to secure their notes with investment stocks or
bonds as collateral could not be met by the bank under the prohibition sug-
gested. (2) This prohibition should not apply to member banks borrowing on
or rediscounting eligible paper with the reserve bank. Under such a prohibi-
tion, the credit facilities of the reserve bank would be restricted when the
member bank was engaged in a perfectly legitimate function.

Boston.—It is our opinion that in this district this sitwation can be handled
without the restriction suggested. We do not believe that a member bank,
because it is borrowing from a Federal reserve bank on a 15-day promissory
note secured by Government obligations, should be prohibited as a general
proposition from increasing itz own collateral security loans to customers
unless the bank is a continuous borrower with a Federal reserve bank, and in
that case the matter should be taken up by the Federal reserve bank with a
view to having the member bank ‘“go out of debt” with the reserve bank.
We believe it makes no particular difference whether a member bank obtains
Federal reserve funds by borrowing on its own collateral note, rediscounting,.
or selling its acceptances.

Chicago—No. Commercial banks must carry some investment loans. Our
experience has been that officers of member banks respond cheerfully and
promptly to the suggestion that proceeds of borrowing on their 15-day notes
shall not be used either by the bank or its customers for speculative or invest-
ment purposes. It would be difficult, if not impossible, to go beyond such
suggestion and “ prohibit” borrowing banks from increasing their collateral
loans.

Cleveland —XNo. 'To prohibit banks from making loans on securities merely
because they are borrowing from a Federal reserve bank for a temporary
period would be detrimental to banks and many times to borrowers fully
entitled to credit even though such acecommodations may be to carry investment
securities. The proceeds of such loans are often used for commercial purposes.
In such cases the method used to obtain reserve-bank credit is inconsequential.

Dallas— (1) Not necessarily or inflexibly. Member banks’ 15-day promissory
notes secured by Government obligations are inherently eligible for rediscount
without regard to the use of the proceeds by the borrowing bank; and the laws
governing such borrowings should be sufficiently flexible to permit the Borrow--
ing bank to make necessary adjustments from time to time in its Ioan portfolio.
For this reason, we think the correction of abuses of Federal reserve credit
should be a matter of administrative control by the Federal reserve bank
management, particularly since the use which a member bank: actually makes
of such credit can only be determined by an investigation of the loan and:
investment operations of the member bank or by an amalysis of the fluctuations
of its loans and deposits.
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(2) See answer to first subdivision of the question.

Kansas City—No. Loans on collateral are normal and legitimate banking
transactions, and when taken in any reasonable amount should not subject a
member bank to the penalties of an arbitrary rule. More equitable and more
satisfactory means can be employed to restrain individual member banks from
using funds secured from the Federal reserve bank for call loans, noncustomer
collateral loans, or an undue extension of collateral loans to customers. Dur-
ing abnormal periods, such as existed in 1928 and 1929, member banks indebted
to the Federal reserve bank, either through borrowings against Government
obligations or rediscounting, should be prohibited from loaning funds on call
or increasing their collateral security loans, if, in the judgment of the manage-
ment of Federal reserve banks or the Federal Reserve Board, such action is
desirable.

Minneapolis.—No.

New York.—As indicated in the answer to the last question, we do not
believe a distinction may properly be drawn between different forms of borrow-
ing from the reserve banks. The form of borrowing from the reserve banks
does not affect the nature of the use of the proceeds of the loan made by the
member bank to its customer, and there is, therefore, nothing to be gained by
placing an additional penalty upon any one form of borrowing, The question
then becomes whether all member-bank borrowing should be subject to the
restriction that borrowing banks may not increase their own collateral security
loans. This restriction has presumably been suggested as a means of con-
trolling the growth of speculative loans. The following considerations may be
suggested :

1. Not all collateral loans are speculative in character or to be discouraged.
A considerable amount of collateral borrowing is for business purposes and for
legitimate and necessary finaneing., Much of the credit required for the
development of the country’s industry has for years been financed upon the
basis of stocks and bonds.

2, The question arises whether banks have in fact abused the borrowing
privilege by excessive advances of collateral loans which necessitated their use
of Federal reserve credit. Broadly speaking, the records indicate that the
banks in this district have not increased their collateral loans unnecessarily
at times when they were indebted at the reserve banks. There have, of course,
been some exceptions to this rule, but hardly sufficient to affect the general
credit situation. During the speculative enthusiasm of 1928 and 1929, with
call rates at attractive levels, the New York City banks made a very slight
increase in their loans to brokers.

3. There are many occasions when the proposed restriction would work not
only a hardship, but might bring about serious consequences.

(@) The events of the stock-market crash of Qctober and November, 1929, are
illustrative. 'To prevent a money panic the New York City banks were re-
quired, in a period of two weeks, to take over temporarily a considerable part
of the $2,000,000,000 of brokers loans withdrawn by other lenders. To do this
they found it necessary to borrow the necessary reserve at the Federal
reserve bank, This action prevented a serious panic.

(b) In bank emergencies one bank is frequently called upon to lend to
another considerable amounts in the form of collateral loans, and frequently
the lending bank is compelled to borrow from a reserve bank.

4. In their ordinary operations commercial banks must follow a consistent
policy from day to day as to collateral loans. They must make general under-
takings to accommodate their customers. They can not make a loan to-day on
collateral security and refuse to make a precisely similar loan under similar
conditions to-morrow. Therefore, if the law should prohibit them from making
any loans on collateral security while they are indebted to the Federal rescrve
bank, they would be forced to do one of two things:

(@) Discontinue their business of making loans on collateral security, or

(b) Discontinue borrowing from the Federal reserve bank.

They should not be forced to do (a) because making loans on collateral
security is properly and lawfully a part of a bank’s business, and it is
responsive to the legitimate requirements of the bank’s customers; nor should
they be forced to do (b) becaunse if banks were to adopt the policy of never
borrowing from the Federal reserve bank the advantages of membership would
be greatly diminished, and there would be many withdrawals from membership
and a corresponding loss in effectiveness of the system.

For these reasons it seems to us undesirable that the proposed restriction
should be placed upon member bank borrowings. It appears impracticable
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for a reserve bank to attempt to differentiate between the different kinds of
collateral loans in a member bank’s portfolio. So often the character of the
loan is merely a question of motive of the original borrower, which it is
impossible for the reserve bank to determine,

Philadelphia.—This question specifically refers to ‘their own collateral
security loans.” We think the making of collaterally-secured loans is a part
of a bank’s regular business, to some extent essential to the operations and
life of the community, and provide desirable investments for the funds of a
bank, which it can use in meeting increased demands for loans from its cus-
tomers or withdrawals of deposits. Except when it is stricily necessary for
the good of the community such collateral loans should not be increased when
a bank is borrowing from its Federal reserve bank upon its 15-day notes
secured by Government obligations or by rediscounting. If, however, under
such circumstances a bank is using Federal reserve credit to a reasonable
extent only, it should not be required to call such loans.

Richmond.—(a) No. (b) Not practicable.

St. Louis.—No.

San Frencisco.—Unqualifiedly prohibiting a member buank to increase the
amount of its collateral security loans to regular customers while the bank
is conducting normal Dborrowings at the Federal reserve bank would work
an unwarranted hardship upon a borrowing member bank in competition with
other banks. Restrictions, therefore, should not be imposed uniess the member
bank, out of the ordinary course of its affairs, is using Federal reserve credit
to make and carry loans the result of which counteracts the credit policies
being pursued by the Federal reserve bank.

9. Does your institution habitually inquire into the use of the proceeds of
the tunds extended to member banks? Do your lending policies toward wem-
ber banks vary according to the composition of the portfolio of the particular
member bank? Is your bank examination department of assistance in the
formulation of your lending policies?

Atlanta.— (1) No.

(2) Ordinarily, no; but in speculative periods we have given close con-
sideration to the portfolios of borrowing banks.

(3) Yes.

Boston—We do not * habitually inquire into the use of the proceeds of the
funds extended to member hanks.,” Such inquiries are made only when state-
ment analysis, “call reports of condition,” or other information available
indicates the possibility of improper use of proceeds. A bank whose portfolio
appears from information at hand to be unsatisfactory in any respect is given
more careful attention in every way. Our bank examination department is of
great assistance in the formation of our lending policies.

Chicago—(1) The Federal LReserve Bank of Chicago does habitually in-
quire into the use of proceeds of loons to member banks. The method is by
questionnaire on the face of the application for rediscounts. If that does not
bring the desired information, other inquiries are resorted to.

(2) Yes.

(3) The bank examination department is of great assistance in formulating
loaning policies of this bank.

Cleveland.—(A) Yes; this information is obtained through conferences, hy
correspondence, and in visits to member banks by officers and field representa-
tives. Our applications for rediscount contain one question: “ Purpose for
which this rediscount is made.”

(B) Yes.

(C) Our bank examinations department is of vital assistance to us in
formulating our lending policies.

Dallas— (1) Inquiries are frequently but not habitually made as to the
use of the proceeds.

(2) Not in the sense that we assume is implied by vour question. We do
base lending policies to some extent on the relative volume of slow, doubtful.
or worthless paper found in the porttolio of the borrowing bank, as reflected in
examination reports.

(3) Yes; our examination department is of a great deal of assistance in the
formulation of our lending policies.

Kansas City—We do not habitually inquire into use of funds extended to
member banks and ouar lending policies do not vary according to the composi-
tion of the portfolio of a particular member bank except in such instances as
mentioned in answer to question No. 8 Our bank examination department is

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 723

of assistance in the formulation of lending policies only in that its analyses of
reports of examinations, both State and National, contribute to our knowledge
of the condition of member banks. Our department has not been called upon
to examine any national banks, and it examines State bank members, of which
there are only 21 in the district, only when special circumstances make it
appear desirable.

Minneapolis—{a) Our rediscount applications reguire this information.

(b) We endeavor to pursue a uniform policy as to all of our member banks
and to follow their seasonal requirements.

(¢) Decidedly so.

New York.—(1) While we do not habitually inquire into the use of the
proceeds of every loan extended to member banks, we do, nevertheless, follow
closely the borrowing record of the member banks, and in cases where the
amount or duration of a bank’s borrowing gets out of line with that of other
banks in the same community, or suggests anything unusual, we study their
operations and in frequent cases confer with the officers, and in some instances
require from them either daily or weekly reports showing changes in loans and
other assets and in deposits.

(2) Omnly to the extent that if a member bank’'s portfolio is so generally
unsatisfactory as to raise a question as to the soundness of the bank’s condi-
tion, it affects the value of the bank’s indorsement.

(38) Yes; in respect to determining the condition of member banks and,
therefore, the value of their indorsement, and also to some extent in determining
the quality of the paper which the banks hold and may offer for rediscount.

Philadelphia—With every application for rediscount, the statement is made
that “ the proceeds of the notes offered for rediscount have been or will be used
for the purpose of production, distribution, or marketing of goods, etec.” An
examination of the paper is made to see whether or not the businesses of the
makers and any other facts raise doubts as to that statement. We do not
know in just what sense the word * policy” is used in this gquestion. Our
discount operations with our member banks do not vary according to the com-
position of portfolio of the particular bank except as to the amount of eligible
paper it contains. By active participation with the State examining depart-
ments our bank examination department keeps us advised as to the condition,
credit policy, and character of the management of all our State member banks,
so that our transactions with them are conducted with satisfactory knowledge
of their condition. The department also analyzes the reports of national banks
and as far as possible from such reports keeps us informed as to the conditioa
of those institutions. The services of our bank examination department have
been of the greatest value,

Richmond.~—{(a) Not habitually.

(b) No.

(e} Yes.

St. Louis—(1) Not habitually.

(2) No. Of course, our advances to banks known to be in bad condition and
under bad management receive especially close scrutiny.

(3) Not as to policies. The department is of assistance as to individual
credits.

San Francisco—A. Federal reserve bank, by its contact with member banks,
usually understands the reason for a bank’s borrowing. If not, it inguires.

B. Lending policies are governed by

(a) The condition of the bank’s assets as shown by reports of examination
by the Comptroller of the Currency (national banks) and reports of State
bank commissioners (State bank members).

(b) The reason for borrowing,

(¢) The volume of credit likely to be required and the bank's ability to
liquidate such borrowings in proper season,

(@) The quality of paper the bank is able to submit.

C. Our examination department assists in formulating policies to the limited
extent that it supplements the examinations of State banking departments.

With the exception of metropolitan banks it is fairly simple to determine
the reason for and approximate volume of a member bank’s contemplated
borrowings. The scasonal trend of its deposits and loans and the results of
the past season’s crop and marketing operations will give the variations which
might be expected in the bank’s loans, deposits, and borrowing situation.
Weekly statements from borrowing banks keep the Federal reserve bank in
touch with each bank’s situation. In the case of large banks in metropolitan
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cities it is more difficult to follow borrowings because of the wide fluctuation
in their affairs, which are not of a seasonal character but are brought about
by large depositors and borrowers shifting their operations from the twelfth
to other distriets, and vice versa. These movements are influenced by the
available supply of credit and interest rates in the important centers.

10. What has been the experience of your institution with the use of “moral
suasion ” in preventing the funds of borrowing or nonborrowing member banks
from being used for speculative or investment purposes as compared with the
use of the discount rate or other methods of credit control?

Atlante—It is difficult to make this comparison, but in 1929 we used such
moral suasion to fine effect. Our member banks were fully advised as to our
policy to restrict loans to legitimate uses and to prevent our credit from getting
into speculative ehannels. The response of our member banks was very grati-
fying, with the result that borrowing banks almost unanimously refrained
from call loans. This moral suasion was backed up by our rediscount rate.
Jointly, the effect of restricting our credit to legitimate uses was satisfaectory.

Boston.—While our experience with the use of moral suasion in preventing
funds of borrowing or nonborrowing member banks from being used for specu-
lative or investment purposes has been satisfactory, it is our belief that
changes in rates offer a more definite and desirable means of accomplishing
these results. The discount rate is much more potent in its effects on the large
city banks than on banks in the country. The changes in discount rates are
passed along by city banks to their customers, whereas changes in discount
rates have not only a slow but comparatively little effeet on the operations
of banks out of town on rates which such banks chuarge to their customers.

Chicago—This bank from the beginning has consistently endeavored to im-
press upon its member banks what constitutes the right use of Federal reserve
credit, and, generally speaking, we have had the cooperation of the banks.
We believe that moral suasion has been a more powerful factor in avoiding
the misuse of Federal reserve credit than has the discount rate or other methods
employed.

Cleveland—We have no hesitancy in conferring with the officers of member
banks whenever it appears that borrowing from us is being resorted to for
purposes inconsistent with the spirit of the Federal reserve act. In general,
our member banks have shown a fine cooperation in this regard. We have
not knowingly permitted abuse of our credit facilities, and when instances of
abuse have come to our attention effective measures were applied. To resort
to higher rates as a corrective measure would penalize a vast majority of
member banks making proper use of our facilities.

We have no authority, either stated or implied, on our own initiative to
indicate to member banks what use they should make of their available funds,
especially when such member banks are not borrowers from us.

Dallas—Highly satisfactory. We have a file of correspondence with banks
which borrowed from us while they were carrying ¢ street loans.” We have
also had a number of satisfactory conferences with nonborrowing banks which
contemplated borrowing from us for the purpose of making or carrying loans
*on call” but which voluntarily abandoned the plan after receiving our views
on the subject.

Kansas City—The use of moral suasion has been effective, although we do
not consider that we have had any really difficult problems of this kind to meet.
Rate changes have very little effect.

Minneapolis—We have had no occasion to use moral suasion for such pur-
poses except in a single case. where our advice was immediately followed. In
our judgment speculative credit can not appreciably be controlled by the discount
rate.

New York.—We find it more or less constantly necessary to deal with par-
ticular institutions along the lines of what might be called moral suasion.
where for one reason or another they appear to be borrowing either in amounts
or for a length of time out of proportion to other banks similarly situated or
doing a similar type of business. In some instances our efforts have been directed
to banks which we have felt were using reserve bank eredit as a substitute
for capital, or were borrowing merely for a profit. This method of direct action
or moral suasion has been used by us practically from the beginning of the
system and with considerable effect. It is a necessary part of any program
which contemplates the proper use of the facilities of the reserve bank and in
individual cases can be made quite effective. However, for the reasons indi-
eated in the replies to questions 7 and 8 (which discussed in some detail the diffi-
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culty of determining the use made of credit) we do not believe it is possible for
frederal reserve banks by moral suasion or other means to prevent credit from
being used for speculative or investment purposes as distinguished from other
purposes. ‘Moreover, for the reasons hereinafter stated, we believe it is im-
practicable to wuse moral suasion as an effective part of a program designed
generally to restrict or control expansion in or use of Federal reserve credit.

The first difficulty is that a principal cause of member-bank borrowings is a
loss of deposits which is not connected with loans currently made. In most
cases the bank which actually borrows at the reserve bank is not the institution
which originally makes the extension of credit resulting in an additional demand
for Federal reserve credit. The second difficulty in the use of moral suasion
is that it is a personal appeal, the effectiveness of which depends largely upon
the human characteristics of the person appealed to. Some bankers are exceed-
ingly anxious to.ceoperate with the reserve bank and are willing to sacrifice all
other considerations to an accomplishment of that purpose. Others resent any
suggestions as to how they should run their own business and are but little
affected by anything less than the most drastic methods. The great majority
of bankers.range.all the way in between these extremes. It is not possible to
present a case to any considerable number of bankers in such a manner as to
secure anything approaching uniformity. Moral suasion, if effective, is bound
to lead to discrimination, as it merely drives business from the cooperative bank
to another less.cooperative one, No matter how clear or explicit the expression
of policy may be, whether it is communicated by circular letter or by individual
contact, the different bankers to whom it is addressed will give it various inter-
pretations, which are likely to be affected by the interests or supposed interests
of their respective banks or customers. There ig no doubt that much can be
done by direct contacts with bank officers, and in cases where the individual
bank is borrowing in a manner which requires special treatment the method of
direct contact mmst necessarily be employed. It is a slow operation and, when
many barnks are to be dealt with, it does not produce results nearly so promptly,
effectively, or equitably as does a change in rate. The reasons for a change in
rate may:not be thoroughly understood by the member banks, but their reaction
to it ig sufficiently wniform to bring about prompt movement in the direction
in which the rate should operate.

Philadelphia—Our experience has been that bank officers sometimes yield to
so-called moral suasion. Moral suasion is practically the only way we have of
controlling our out-of-town banks, Their rate to their customers almost invari-
ably is 6 per cent, so our changes in rates have no effect on theirs; it only
reduces or increases the profits they make on their borrowings from us. At
times we have prevented their openly borrowing from us to loan on the
exchanges and by interviews, inquiry, and investigation we have prevented to
quite an extent its being done clandestinely by or through them.

Richmond.—While, on the few occasions when we have thought it best to use
moral suasion, our member banks have fully cooperated, we believe as a matter
of principle that the rate control is the more etfective,

St. Louts—Moral suasion has been most effective. Use of discount rate
‘would ke automatic and much easier, but is not practicable as legal contract
rates.in eighth district vary from 6 to 10 per cent.

Ran 'Francisco—As to banks situated outside of metropolitan centers, the
discount rate does not have any noticeable effect on the total volume of
borrowings at the Federal reserve bank and with correspondents. The reason,
no doubt, is that changes in Federal reserve rates are not passed on to
customers., In metropolitan centers a change in the discount rate is likely
to be passed on to the bank’s borrowing customers. It depends largely upon
the disposition of borrowers to accept an increase in rate as to whether the
member bank will begin to reduce its indebtedness. When, in the light of
existing circumstances, it appears that a member bank is making improper
nse of Federal reserve credit, it is requested to discontinue doing so.

11. To what extent have dealings in Federal funds relieved member banks
from the necessity of rediscounting? To what extent have they been resorted
to by member banks lacking eligible paper?

Atlanta~—(1) To no appreciable extent.

(2) To no extent.

Boston.—Dealing in Federal funds has undoubtedly relieved member banks,
particularly large city banks, from the necessity of rediscounting, although
it would be difficult to determine just how extensive the effects have been.
Practically .all of the dealings in Federal funds in this district have been
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carried on either between Boston banks or between Boston banks and banks
in other large financial centers, although there are indications that these
dealings are beginning to extend to banks in this district outside of Boston.
As Boston is an industrial center, the city banks have in portfolio varying
amounts of eligible paper, and the motive for dealing in Federal funds has
not been the lack of eligible paper, but rather a matter of rates—the member
banks purchasing Federal funds when they may be secured at a rate lower
than the established rediscount rate.

Chicago.—Dealings in Federal reserve funds are confined principally to
the larger banks in the important financial centers. This practice, which we
believe to be legitimate, has relieved the large member banks from the necessity
of borrowing at the Federal reserve banks for their temporary requirements.
It is our opinion this has been beneficial inasmuch as it conserves the use of
Federal reserve credit by decreasing the amount of Federal reserve credit
which would otherwise go into the market. In our experience, we know of
no cases where member banks have resorted to the use of Federal reserve funds
because of their lack of eligible paper.

Cleveland.—Dealings in Federal funds to a limited extent have been resorted
to by some of our larger member banks. Such dealings have no doubt relieved
them from the necessity of borrowing from us temporarily, but we are without
information as to the volume, These purchases have been made because of a
saving in cost as against borrowing and not ncessarily because of a lack of
eligible paper.

Dallas.—(1) To a very small extent in this district.

(2) Not to any extent in this distriet to our knowledge.

Kansas City—Dealings in Federal funds in this district have been confined
almost entirely to transactions between banks located in Kansas City or our
branch cities and we doubt whether any such transactions have in recent
years been resorted to because of lack of eligible paper by such member banks.
Ordinarily purchases of Federal exchange have been made by one member bank
from another merely to cover a very temporary shortage in reserve and in no
instance have we learned of any member bank being a regular purchaser of
Federal exchange for any considerable period of time. These transactions
have, perhaps, resulted in some slight reduction in member bank redisecounting,
but if member banks could not sell their excess reserve balances locally, they
would merely transfer them by wire to some other point and the net result
would be the same.

Minneapolis—Dealings in Federal funds are negligible in the ninth Federal
reserve district,

New York.—In order to make clear the discussion of this question it seems
desirable first to explain how Federal funds originate. Federal funds are in
effect the excess reserves of one bank or group of banks, which are made
available to other banks. In the conduct of their business, member banks fre-
guently find upon adjustment of their reserve position that they have an excess
of reserves for the day. Ordinarily if the bank with an excess reserve is
borrowing at the reserve bank, such excess will be used to reduce or eliminate
its indebtedness, but if the bank is not in debt to the reserve bank, or if the
excess reserve exceeds its indebtedness, the bank will naturally seek to employ
the funds. The ordinary employment of funds by a member bank does not
require actual payment until the business day following the commitment, since
normally it either issues a check payable through the clearing house or estab-
lishes a credit on its books. In either case it does not actually lose the funds
until the following day, so that the usual methods of employing its excess re-
gserves would still leave the bank with the excess for one day. In order to
employ these funds for that one day, there has developed a market in Federal
funds. The natural market for such funds is with banks which are deficient
in reserves, as such banks are of course generally glad to purchase Federal
funds if they can do so upon advantageous terms, rather than to borrow at the
reserve bank.

Dealings in such funds have relieved member banks from the necessity of
rediscounting only to a relatively slight extent. When such funds are scarce
the demand is at the maximum. and when they are in supply there generally
exists little demand for them. There has not come to our notice any cases where
member banks have resorted to the purchase of Federal funds because they
lack eligible paper, and such transactions are unlikely because of the risk of
placing dependence on a source of credit which may fail when most needed.
As a matter of fact, trading in Federal funds in this district is limited to banks
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of the highest credit standing, because the bank selling Federal funds is in
effect making an unsecured loan for one day, and the class of banks entitled
to this type of accommodation generally have an ample supply of eligible paper.
There appears also to be a growing tendency to deal in Federal funds between
Federal reserve districts; and it is not unlikely, when there is a difference in
reserve bank rates, that such interdistrict transactions may be the means of
member banks in the district having the higher rate obtaining Federal reserve
funds more cheaply than they could otherwise be obtained. A market in
Federal funds, if limited to banks of unquestioned credit standing, should on
the whole be a desirable thing, since it should be of assistance in making funds
available where needed, and should make for a greater fluidity of credit.

Philadelphie—It is impossible for us to state to any degree of accuracy the
extent to which Federal reserve funds were used as a substitute for rediscount,
but we do know that this method of borrowing has been used quite extensively
by the large city banks, and on one or two occasions, as near as we can estimate,
they were indebted to the New York banks and dealers to the extent of $50,000,-
000. This method of borrowing is confined mostly to the large city banks and
the question of rate, not the lack of eligible paper, is the dominating factor in
such transactions.

Richmond.—Dealings in Federal reserve funds have been resorted to only
to a very limited extent in this district, and then not used for lack of eligible
paper, to our knowledge, but for convenience and possibly at less cost.

St. Louis—{(1) Very little.

{2) Not at all.

San Francisco—To a considerable extent. A number of banks in eastern
cities follow the practice of transferring their surplus funds to correspondent
banks on the Pacific coast, with the request that the identical amount be retrans-
ferred East early the following day. Frequently, banks fransfer practically the
same amount back and forth day after day for a considerable time.

Funds transferred by wire at 3 p. m. eastern standard time reach the Pacific
coast at say 12.30 p. m. Pacific standard time. Immediately trading commences
for the purpose of adjusting reserves and borrowing.

In some instances the funds are transferred as the result of a specific pur-
chase by the Pacific coast bank, or in the normal course to augment inierest-
bearing balances, or, in some cases, are transferred to be sold “at the best
price available.”

Obviously, these “low-rate” funds in the San Franciseo market have an
important effect on the volume of Federal reserve bank credit outstanding.

No instance is known of a member bank using Federal reserve funds in an
amount greater than that for which it could have furnished eligible paper or
security.

Statistical Appendix
12. Append data for the past four years, of the amount of paper offered by
member banks for rediscount which has been rejected by your institutiom,
grouped according to the reasons prompting the rejection, similar to such tables
appearing in the recent annual reports of the Federal Reserve Bank of Dallas.
FEDERAL RESERVE BANK OF ATLANTA

Data on the amount of paper offered by member banks for rediscount for 1929
and 1930 which was rejected by the Atlanta office

Bankers acceptance liability over 50 percent of capital and

surplus_.___ e $6, 385 .60
Collateral insufficient I 25, 486, 62
Dependent storage of collateral ____________ ________________ 48, 273.15
Examiners’ criticism._ S 312, 090. 40
Ineligible collateral ___ _ 76,190. 16
Maturity in excess legal limit___..____________________________ 409, 531. 71
Note not officially signed.__ _— - e 115, 286, 44
Occupation ineligible — 205, 919. 03
Personal, not commercial, industrial, or agricultural _._._______ 103, 914. 99
Physical defects, alterations, ete. . _________________ 1, 213, 800. 82
Post dated- 7,781.62
Proceeds used for ineligible purpose . ______________ 61, 140. 80
Rate of interest in excess of legal rate______ . ________ - 1, 402. 50
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Statement ineligible____ $3, 158, 994. 88.
Statement requested; not furnished______________ 5,750, 644. 36
Unwilling to increase unsecured indebtedness____.____________ 310, 603. 01
Various items aggregating___________________________________ 300, 806. 72
Excess of 10 per cent of capital and surplus___________________ 36, 822. 00
Total .. . 12,144, 274. 81

This information for the years 1927 and 1928 is not available from our
records as kept at that time,

Data on the amount of paper offered by member banks for rediscount for
the years 1927, 1928, 1929, and 1930, which was rejected by our. New Orleans
branch grouped according to reasons prompting rejections.

Notes not completed_ . $1, 009, 344, 06-
Post dated______ . 89, 876. 33
Body and figures 529, 521, 28
Commodity not independently stored ——— 124, 076. 55
Notes past due_ 223, 097. 59
Over 90 days . 155,767.30
Ineligible_ 1, 215, 564. 45
Collateral irregular 1, 286,.051. 06
Alterations _ 1,480, 097. 50
Undesirability — - 10, 775, 218. 13

Total 17,488, 614. 25 .

FEDERAL RESERVE BANK OF BOSTON

The amount of paper offered by member banks for rediscount. which has
been rejected by this institution is relatively very small-—so very small in
fact that it has not been considered necessary to keep any independent record.
or reasons therefor. The correspondence is scattered through our bank corre-
spondence files and the work and expense involved in its location would be
entirely out of proportion to the value of the information obtained. Our mem-
ber banks, during the period of the operation of the system, have gained such
familiarity with eligibility and acceptability requirements that the amount of
paper submitted, which it is necessary to return, is very small. Of the paper
returned, the largest percentage has been for technical defects, which are
present more often in paper coming from the smaller institutions. Next in
percentage would doubtless be paper returned because of unsatisfactory finan-
cial statement relation between guick assets and current liabilities. Actual
ineligibility would probably be the next in percentage of items returned, and
the most frequent class under this heading would be public utility company
notes, which seem to bring up the question of eligibility in the- * outside”
banking institutions quite frequently.

FEDERAL RESERVE BANK OF CHICAGO

The following comprises that part of the paper offered by member banks for
rediscount which has been returned to member banks during the past four
years for the following reasons: Ineligibility, eligibility not established, insuffi-
cient credit information, credit showing.

Commer- | Total

Farming cial

$1,670,956 | $3,802,900 | $5, 473,856
1,088,516 | 8,793,570 7,852, 080
855,250 | 3,969,400 4,824, 650
658,300 | 1,653, 300 2, 311, 600

As our records do not show the same classifications of paper as shown by the
reports of the Federal Reserve Bank of Dallas, we have submifted the figures-
according to the above classifications.
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FEDERAL RESERVE BANK OF CLEVELAND

We have kept no statistical data on the number and amounts of items
returned or the reasous for their return prior to 1930. The amounts of paper
offered for rediscount for that year and rejected for various reasons are shown
below :

Percent- Percent-
Amount age Items g8
InelgIDIHEY - oo o i cimeaes $573, 639. 18 0.83 109 0.85
Technical defects..__.... - 270,047, 14 .39 103 .80
Insufficient credit inform 425,735. 48 .63 94 .73
Credit showing._ 942, 365. 53 1.36 231 1.80
Miscellaneous. .- 300, 189. 98 S44 126 .98
Total returned..__ 2,511,977. 21 3.65 663 5.16
Total accepted 68, 760, 838. 38 96. 35 12,830 94.84
] Y S U 71,272, 815. 59 100. 60 13, 493 100. 00

FEDERAL RESERVE BANK OF DALLAS
Classification and disposition of noles submitted by member banks during 1937

Number and amount of items received:

Number____ - —— 31, 442
Amount - - _— $66, 932, 943. 76
Classification :
Commenial B 501, 541, 60
ommercial_____ — , 561, 341.
Miscellaneous..__ : 671, 708. 43
Total - 66, 982, 943. 76

Reasons for return of paper showing percentage returned to total received

|
. Percent- Percent~
Amount | age Items age
Ineligibility.-..- $676,479. 15 L01 199 0.63
Technical defect: 880, 066, 96 1.31 583 1.85
Insufficient credit 846, 749, 35 1.26 589 1.87
Credit showing._ . __ 4, 110, 216. 59 6. 14 5,217 16. 59
Miscellaneous. . . i 114, 019. 70 | .21 205 .65
Total returned. .. - e 6,657, 531.75 9.93 8, 793 21. 59
Total accepted .o eas 60, 275, 412. 01 90.07 24, 649 78.41
Motal . e 66,932,943.76 :  100.00 31, 442 100.00
|

Classification and disposition of notes submitted by member banks during 1928

Number and amount of items received:

Number - - 30,165
Amount - $91, 162, 384. 88

Classification :
Farming___ —— o - 17, 447, 407, 52
Commercial . 13, 027, 702. 55
Miscellaneous_ - - 687, 274. 81
Total .- __ - - 91,162, 384.88
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Reasons for return of paper, showing percentage returned to total received

i
; Percent- Percent-
Amount age Items age
Ineligibility...._.._..___. { $475,467.71 0.52 130 0.43
Technical defects. e [ 305, 094. 90 .33 188 .62
Insufficient credit information.. ..o cooeoooaooo_. 301, 913. 48 .33 179 .60
Credit showlng_ .. ..._..._ 758, 122, 56 .83 896 2.97
Miseellaneous. - oo oo e me e mn 68, 701. 79 .08 45 .15
Total returned . ... 1, 909, 300. 44 2.09 1,438 4.77
Total acecepted.________ 89, 253, 084. 44 97.91 28,727 95.23
B+ 7Y SN 191,162, 384. 88 160.00 30,165 100. 00

Olassification and disposition of notes submitted by member banks during 1929

Number and amount of items received:

Number

Amount

Classification :

Farming
Commercial

Miscellaneous.

Total

34, 840

$166, 810, 654. 05

23, 813, 804. 62
139, 408, 219. 63
3, 388, 629, 80

166, 610, 654. 05

Reasons for return of paper, showing percentage returned to total received

¥
Percent- Percent-
\ Amount age Items ago
Ineligibility. -—-| $2,712,081.13 ? 1.63 272 0.78
Technieal defects. ... - 748, 622. 78 .45 335 .96
Insufficient credit information 1,264, 875. 51 | .76 217 .62
Credit showing - .| 2,355,206.86 1.41 1,152 3.31
Miscellancous. 82,460. 14 .05 54 .15
Total returned [ 7es,256.42 |  4.30| 2,030 5.82
Total accepted - _—--| 159,445,397 63I 95. 70 32,810 94.18
Total....... ----| 166,610, 654. 05 t 100, 00 34,840 100. 00

Classification and disposition of notes submitied by member banks during 1939

Number and amount of items received:

Number

Amount

55, 008

Classification:
Farming

$87, 358, 502. 32

35, 220, 477. 47

Commercial

Miscellaneous

Total

49, 862, 696. 77
2, 257, 328. 08

87, 358, 502. 32
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Reasons for return of paper, showing peroentage returned to total received

Percent- Percent-
Amount ago Items ago
Ineligibility - ---| $1,039,613.40 1.19 424 ' [y
Technical defects 447,118, 10 .51 335 .61
Insufficient credit information. .. 588, 075. 69 .67 240 .44
Credit showing — - 4,831,111, 57 5.53 3, 566 6.48
Miscellaneous - . o oo oo oot mc e caccmae 470, 246. 69 .54 199 .36
Total returned . .- iiicmas 7,377,165.48 8.44 4,764 8. 66
Total accepted... N 79, 981, 336. 87 91,56 50, 244 91.34
Total .. ... R 87, 358, 502. 32 100. 00 55, 008 100. 00

FEDERAL RESEBVE BANK OF KANSAS CITY

The total amount of paper rejected during the year 1930 was $2,997,984.46,
equal to 1 per cent of the entire amount submitted by member banks for
rediscount.

The above amount of rejected paper consisted of 2,084 notes, or 6% per cent
of the total number offered.

Reasons for rejection as follows:

Ineligible ____ . _______________ 286
Alteration _.____________ 114
Indorsement___ - 142
Other legal irregularities_ 863
Credit information. . _______ 548
Insufficient security__ e 257
Miscellaneous _____________________ 95

Total _ 2, 305

The above classification includes 165 notes rejected for two or more reasons.

‘We have maintained the above record only for the year 1930, and it does not
include a segregation by reasons of the amount rejected, This information
and corresponding reports for the other yvears mentioned in question 7 could
be compiled from our files by the expenditure of considerable time and effort,
but we assume that the above classification will serve your purpose. There
is no reason to believe that the percentage of rejections or reasons for rejections
during prior years would show material variations from the above figures for
the year 1930.

FEDERAL RESERVE BANK OF MINNEAPOLIS

Annual amount of paper offered for discount or rediscount which has been
rejected (1927 to 1930, inclusive)

Helena .
Head office branch Combined
1927 [ $1,256,140.18 | $596,984.48 |  $1,853,124.66
1998 oo 980,883.75 | 287,364.79 1,268, 248. 54
1929 .- R, 1,210,480.03 |  656,475.95 1,866, 955. 98
1930.. - e 1,128,797.18 |  518,187.92 1,656,985, 10

Norte.—These totals were computed by subtracting discounted paper from sll paper offered. The result-
ing figures contain some paper offered but recalled without being considered by our credit officials. No
record has been kept of reasons for rejection of paper,

34718—381—pT 6—3
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FEDERAL RESERVE BANK OF NEW YORK

In passing upon paper which is offered us for rediscount, we customarily
credit the applying member bank with the amount of its application after deduct-
ing any items which are technically irregular in form or obviously ineligible,
or where the name is recognized as being undesirable from a credit standpoint.
‘We have gone over our applications of the past four years and assembled data,
which are given in the table below, as to the total number and amount of items
thus deducted, and as to this clasg of items the tables given below are complete.

All items for which credit is actually given are held pending receipt and study
of such information as may be needed, and a cousiderable number of such items
are subsequently returned because of insufficient credit information or credit
showing. The figures as to items so returned are somewhat incomplete, in that
they include only items formally acted upon by the discount committee and on
which the immediate removal of the items was required. A considerable num-
ber of items which are obviously undesirable are returned following investiga-
tion and study by the credit department without submission to the discount
committee, and of these items no detailed record has becn kept. There are also
instances in which the items, being of early maturity or accompanying a member
bank collateral note of early maturity, have been permitted to remain until the
due date of the obligation with the understanding that paper of the same bor-
rower would not be offered again unless and until his condition showed im-
provement. In such cases no formul record has been made of the withdrawal
of the paper, and this paper is not included in the figures given.

The figures given refer only to applications for rediscount or advances against
eligible paper, and do not include advances against United States Government
obligations.

Classification and disposition of notes submitted by member banks to loan and
discount deparitment

Percent- Percent-
Amount 2ge Items age
1927
Ineligibility. .. .oo..o... $1, 619,792 0.07 126 0.30
Technical defects. 966, 531 .04 359 .85
Insufficient credit information_. . ... . ___..__ 3,970 |- __._. I T —
Credit sShOWing oo i 1, 035, 341 .04 54 .10
Total returned..__ 3, 625, 634 .15 540 1.25
Total aceepted._..__ 2, 353, 716, 576 99. 85 41, 573 98.75

Total received 2, 857,342,210 | 100. 00 42,113 100, 00

TIneligibility el 1,309, 177 .04 216 .41
Technical defects. ... _ 1,021, 257 .03 404 .78

Insufficient credi - 132, 442 . 004 ) SN F
Credit showing. ..o L. 324, 024 .01 30 .05
Total returned. . o eeoo 2, 786, 900 . 084 651 1.24
Total accepted .- ..o [ 3,322,038, 574 99.916 50,978 98.76
Total received. ... 3,324,825,474 | 100.000 51,629 100, 00
1929
Ineligibility e 2, 102, 303 .06 421 B
Technical defects. . i 1,313,486 04 576 .73
Insufficient credit information. ... .o .. __..__ 40, .61 ) N NN
Credit showing. ..ol 466, 605 .01 20 .02
Total returned . ____ .. 3, 922, 394 L111 1,018 1.29
Total aceepted . o el 3,281, 789, 816 99. 889 77,057 98,71
Totatreceived. . ..o o oo 3,285,712,210 | 100.000 78,075 100. 00
1930
Tneligibility - o 915, 131 L1 419 .56
Technical defects ool 1,870,270 .23 1,113 1.50
Credit shoWIng. - e e 1,068, 484 .13 20 .03
Total returned - .. e 3, 853, 885 .47 1, 552 2.09
Total accepted e 799, 889, 349 99. 53 73, 351 97.91
Total received ..o eoooooo. R 803,743,234 | 100.00 74,903 100, 60
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FEDERAL RESERVE BANK OF PHILADELPHIA

Reasons for return of paper, showing percentage returned to total received

]
1
Pereent- . | Percent-
Amount age Items age
1927
Ineligibitity. . $1, 264, 763. 47 0.26 189 0. 63
Technical defects 1 988 418.10 .41 907 - 2,88
Insufficient eredit information. . - 2 35R 558.82 .48 179 .87
Credit showing. . o 5, 079, 103. 65 104! 528 1.68
Total returnced .. ..o 10, 690, 845. 04 2.19 1,813 5,76
Totalaceepted ... 477, 472, 092, 06 97. 81 29, 831 94.24
Total received . . el 488,162, 937. 10 100. 00 31,444 | 100. 00
1928 : |
Ineligihility o 2, 325, 703. 00 .27 246 .86
Technical defects. 2, 391, 126. 46 .28 859 2.99
Insufficient eredit information. - 1,507, 914. 18 .17 | 200 .69
Credit showing. e 4, 860, 184. 20 .57 | 411 1.4
Total returned 11, 084, 927. 84 | 1,29 1,716 547
Total accepte ! 834,175,243.62 ° 98.71 26, 995 91,03
Total received . o . . .. 845, 260,171.46 ©  100.00 28,711 1060. 00
1920 ;
Inelgibitity i 1,842, 557. 71 | .12 401 .83
Technical defects__._________ .. 2,177, 575.1G | .17 1,160 2.56
Insufficient credit information._ J| 1,769,963.52 ; 11 161 .35
Creditshowing__________________ .. 5, 206, 283. 55 ; .35 659 1.45
Total returned ... ___________ .. 11,296,379. 88 | 75 2,381 8.24
Total aceepted . ______ 1,445,788,580. 22 . 99,25 i 42,929 94.76
Total received. ... 1,457,084,960. 10 ' 100,00 | 45, 309 100. 00
1930 .
Inel g DI Y - oo o oo e 732, 035. 68 .24 276 .63
Technical defects. . 1, 546, 286. 46 .48 974 2.25
Insufficient credit i i 620, 225. 09 .21 38 .08
Credit showing 4,171, 081. 16 1.31 ; 872 1.55
Total returned 7,069, 628. 39 2241 1,960 4.51
Total accepted 309 417 780. 07 97.76 41,248 95, 49
Total received . - ... 316 487, 408. 46 100.00 43, 203 100. 060

FEDERAL RESERVE BANK OF RICHMOND

‘We have kept no record which would enable us to determine the amount of
paper offered by member banks for rediscount which has been rejected. Such
raper would be so small in proportion to the amount accepted that we feel it
would be of no value for our own purposes.

FEDERAL RESERVE BANX OF ST. LOUIS

Amount of paper offered by member Dbanks for past four years, grouped
according to reasons for rejection

1927 I 1928 1929 1930

$476, 005, 92 $864,732.20 | $1,134,872. 44 $1,893,371. 99
230,798.42 i 8086, 507. 07 2,259, 958, 52 1,289, 070. 38
3,0384,557.33 | 4,705,126.46 7,465, 760. 22 4,917,466, 46
1,331, 650. 27 3,492, 512,77 3,869, 375.35 4,239,944, 53

Ineligibility...

Technical defec
Insufficient eredit information_
Credit showing..c..o....____._

Miscellaneous. .- womee coomeaa 200, 604. 04 309, 210. 59 524, 512. 08 441,057. 14
Total rejected. ... 5,273,615.98 | 10,178,089.00 | 15,254,478.59 12,780, 910. 50
Total accepted. ... 204, 978, 456. 48 | 289, 018, 602. 32 | 329, 036,831.15 159 517 555. 62
Total . e 210,252, 072. 46 l 299, 106, 691, 41 | 344,291,300.74 | 172,298, 466. 12

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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FEDERAY. RESERVE BANK OF SAN FRANCISCO

No tabulated record of rejected paper has been maintained. It is estimated,
however, that less than 5§ per cent of the notes offered for discount are not
accepted.

Principally, rejections are due to irregularities in promissory notes or sup-
porting documents and to absence of sufficient information regarding important
items in the borrowers’ financial statements to permit an understanding of
borrowers’ affairs.

All paper returned to an offering bank is aceompanied by a carefully prepared
letter dwelling on the features which occasion its rejection. This procedure not
only has an educational value but it affords the member bank an opportunity
to reoffer the paper if it has any new facts to present or believes the Federal
reserve bank’s reasoning is not correct.

If it is apparent the member bank does not understand the rediscounting
requirements, a representative of the Federal reserve bank visits the member
bank, reviews its portfolio, and discusses the features determining which paper
is available for rediscount and which is not.

13. Append a statement of the amount of paper held in your failed banks’
account for each month through the past four years.

FEDERAYL RESERVE BANK OF ATLANTA

Statement of the amount of paper held in failed banks account at the end of
each month for the years 1927, 1928, 1929, and 1930

Claims Claims

account! | Faperheld accountt | Paper held
1929

$676,155.29 | $3, 917,254.00 || January. ......_..... $1,076,048.32 | $4, 75, 783, 88

670,701.47 | 3,958, 979.58 || February.
820,089.26 | 4, 236, 684.08 || March__
794, 345.55 | 4, 155, 570. 51 i
640,519.15 | 3. 976,164.78
364, 3, 959, 409, 05
622,431.50 | 3,884, 977.66
605, 858.16 | 3, 866, 083. 99
572,040.59 | 3. 744,947.96
542,128.17 | 3,715, 959.59
521,804.84 | 3,483,910, 20
499,729.50 | 3,468, 302. 06

1,361,819.88 | 5, 342, 734. 34
1,638,789.86 | 5, 802, 968, 02
1,558,873.34 | &, 713,329, 53
1,668, 576.74 | 5,854, 439. 37
1,837,706.07 | 6,110, 562.73
4,701, 215. 65 | 10, 455, 533, 46
4,301,588.80 | 9,950, 407. 41
1 3,961,161.63 | 9,679,691 08

3,717,704.42 | 9,417, 325.39
3,566,300.73 | 9, 28.,377.20
3,75,872.00 | 9, 626, 897.07

856,277.72 | 3,405, 505. 04 3,977,424.26 | 9,669, 625.84

845,916.06 | 3,471, 535,52 4,005, 47968 | 9,927,826.73
909,075.99 | 3,624,919, 56 3,769,841.09 | 9,742, 180.08
880,370.19 | 3,574 120,51 3, 576, 600.57 | 9, 619, 914, 01
923,008.48 | 4, 167, 626.61 3,360,011.75 | 9, 274, 33071
890,112.97 | 4,079, 184.23 3,249,849, 55 | 8, 916, 354.29
860,267, 14 | 4,038, 305. 57 3,007,339.26 | 284, 557.73
833,117.06 | 3,980, 038.97 3,039,886, 15 | &, 291, 899,08
September. 1,369, 627.45 | 5, 189, 423. 36 2,888, 624.57 | 8, 059, 469. 21
October. ... 1,298,814.15 | 5, 110, 459, 93 2,702,780.09 | 7,879, 052.48
November.. _| 2,275,908.67 | 6,378, 442. 60 3,068, 147.17 | 9,535, 177.16
December. ... 1,130,198.98 | 4, 838, 285. 05 4,510,272, 21 | 10, 336, 845. 03

t Aggregate indebtedness of closed member banks to Federal Reserve Bank of Atlanta. It will be
noticed the amount of paper held greatly exceeds the aggregate amount due the reserve bank by closed
member banks. This is accounted for by reason of the fact that on a number of closed banks a large por-
tion of the indebtedness has been charged off, but that the collateral securing the indebtedness of the banks
is held intact, and is reduced only by collections, compromise settlements, and bankruptey of individual
debtors. A large percentage of the paper held as collateral is doubtful or worthless, but the notes are held
in anticipation of the makers offering some form of composition settlement.
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FEDERAL RESERVE BANK OF BOSTON

Paper held in failed banks account on the last day of each month

October..._.

Month 1928 1 19302
$44,953. 08
35,367. 71
30, 520. 47
September___.____._ $83, 800. 60 29, 521. 00

70, 770. 60 28,464 60

November. . 54, 995. 60 27, 498. 60
B T 1 T3 OOt U AN 20, 255. 60

1 Citizens National Bank, Woonsocket, R. I.

? First National Bank in Poultney, Poultney, Vt.

FEDERAL RESERVE BANK OF CHICAGO
Paper held in failed banks’ account by months, January, 1927, to December,
1930, inclusive
January February March April May June
1927 ___ $2, 000, 125.84 | $2,496,764.47 | $2, 563,806.21 | $2,302,793.09 | $2,014,711.99 | $2, 066, 752. 89
1928 ... 1,420,791.69 | 1,457, 540.03 | 1,170,606.49 939, 050. 18 965, 912. 51 904, 543. 29
192 522, 054. 65 515,812, 76 474, 585. 42 429, 457.01 445, 405. 66 414, 856. 46
1930_........ 600, 726. 32 619,199.13 420, 202. 56 371, 604. 94 302, 180. 26 281,915.28
July August September October November December

1927 . ... $1, 636, 563. 26 | $1,334,307.98 | $1,367, 771.69 | $1, 651, 201. 59 | $1, 579, 223.60 | $1, 527, 122.35
1928 ... .. 782, 911.87 03, 586. 40 661, 530. 56 602, 89 645, 150. 90 636, 377. 22
1928 ... 367, 886. 90 389, 074. 91 382, 858. 05 512, 503. 53 507, 097.74 478, 967. 64
19300 ... 280, 884. 30 276, 553. 65 285, 780. 92 281, 933. 40 379, 897. 50 1,226, 993. 50

The foregoing applies to rediscoumted paper only.

lateral has been held in many of the cases involved.

FEDERAL RESERVE BANK OF CLEVELAND

In addition thereto

excess col-

Maximum

Minimum
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FEDERAL RESERVE BANK OF DALLAS

NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Statement of the amount of paper held in failed bank’s account for each month

for the past four years

{
1927 1928 1929 1930

January . et $226, 473, 06 | $18, 222.88 | $15, 085. 49 $960. 81
February.__ 123,040.88 | 17,509.41 | 10,327.87 ° 398,591.18
March.____. 85,207.07 | 16, 681. 50 9,304.96 : 255,371 62
April..__._ 73,679.50 | 16,400.70 5,415.24 85, 294, 60
May ... 128, 299. 11 9, 064. 18 . A 3
June 83, 186. 27 9, 064. 18

July____ 68, 518, 42 8, 765. 21

August.. . 49, 796. 70 8, 765. 21 X
September 45,105. 79 8, 765, 21 140, 201. 07
October 24, 388. 99 5, 096. 91 131, 605. 19
November.._ 28, 121. 63 4, 676. 91 119, 704. 84
December. . oo 20, 162. 00 6, 562. 52 141, 604. 14

The figures given above are net liability and not total amount of paper held, as in some instances marginal
collateral was held in addition to the amount of the indebtedness. With the exception of the present liability
the indebtedness of failed banks during the years mentioned has been collected in full with expenses.

FEDERAL RESERVE BANK OF KANSAS CITY

Statement of the amount of liability due from failed banks for each month
during the years 1927, 1928, 1929, and 1930

1927 1929
Jan. 31 ________ $357,393.39 | Jan. 31 - 8166, 470. 67
Feb, 28___ . __ 327, 064.92 | Feb. 28 198, 811. 85
Mar. 31 . 276,696.58 | Mar. 31 ____________ 138, 157, 87
Apr, 30 ________ 251,753.59 | Apr, 30 __ . ______ 111, 717, 46
May 31___ .. 612,010.62 | May 31— ______.__ 96,178.03
June 30__________._______ 511, 703.57 | June 30 _______ 75,994.98
July 83 _________________ 430,367.41 | July 81 _______ 70, 922, 30
Avg, 31 __ o ___ 348, 006.77 | Aug. 31 64, 746, 76
Sept. 30 298, 295,18 | Sept. 30 _ . ____ 127, 442, 30
Oct, 310 274,388.03 | Oct. 31 _______ 107, 547. 31
Nov. 30 299,346.77 | Nov. 30— ___ 78, 423. 36
Dec, 31 285, 902,85 | Dec. 81 oo 103, 693, 87
1928 1930
Jan. 31 286,947.19 | Jan. 31 _ . ___ 149, 332. 39
Feb. 29_________________ 285,664.79 | Feb. 28 . _______ 121, 878. 47
Mar, 31 ___ 316,748.00 | Mar. 31 __________ 208, 557. 38
Apr. 30 ____ 329,202,02 | Apr., 30— ______ 284, 187. 29
May 31 ____. 292,708.30 | May 81 ___________ 222 078,72
June 30__ ________.______ 253,137.22 | June 30 _____ 157, 902. 29
July 31 __ 225, 471. 09 | July 31 162, 972, 62
Aug. 31_________________ 281,602.87 | Aug. 31 ___________ 123, 716, 58
Sept, 30 __ 201,306.35 | Sept. 30— _____ 228, 025. 68
Oct. 31 _ o ____ 151,275.97 ) Oct. 3V _______ 212,204, 96
Nov. 80 __ 184,911,568 | Nov. 80 __________ 214, 831, 42
Dec. 81 ____ 132,702.03 | Dec. 30 __________ 179, 520. 20
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FEDERAL BESERVE BANK OF MINNEAPOLIS

Amount of discounted and rediscounted paper held in the failed banks’ account
at the close of each month dQuring the years 1927-1930, inclusive

Amount

Amm;ut due | charged off Total
S by us
$1,812, 16498 |- .o $1,812, 164. 98
1,770, 186. 27 1,770, 186. 27

1,659, 069. 13
1,617,695, 85
1, 536,498, 17
1,479,720, 83
1, 426, 255. 82

1,659, 069. 13
1,617, 695, 856
1,536,498, 17
1,479,720.83
1, 426, 255. 82

T

1,380,714. 28 1,380,714.28

September___ 1, 268, 622. 05 1,268, 622. 05

October._... 1,123,029.18 1,123,029. 18

November. 1,030,949.09 | 1,030, 949. 09

December......___._ 856, 493. 58 952, 115. 19
1928

JanUary . e 805, 248. 58 95, 571. 61 900, 820. 19

February.....__. 757, 741. 90 88,442, 39 846, 184. 29
746, 267. 97 88, 272.39 834, 540. 36
692, 516 83 88,272.30 780, 789. 22
677,830. 14 87,645.30 765,475, 44
660, 800. 15 87,635.30 748,435, 45
635. 763. 81 87, 550. 30 723,314. 11
504,872.48 87, 050. 30 681,922, 78

R A A N |

September.__ 550, 640. 39 87, 050. 30 637, 690. 69
October__.._ 492,172. 15 85, 849, 37 578, 021. 52
November_...... 456, 858. 52 85,849, 37 542, 707. 89
December. oo e iceccccemcnes 604, 423. 14 104, 897. 38 709, 320. 52

574, 975. 58 104, 397. 38 679, 372. 96
536, 211, 66 104, 397. 38 640, 609. 04
542, 805. 57 104, 397. 38 647, 292. 95
394, 131. 18 104, 397. 38 498, 528. 56
381, 502. 65 104, 397. 38 485, 900. 03
426, 197. 63 104, 397. 38 530, 595. 01
440, 496. 67 104, 397. 38 544, 894. 05
434, 633. 92 104, 397. 38 539, 031, 30
410, 524. 35 103, 902. 38 514,426.73

___________ 371,319.18 102, 586. 79 473, 905. 97
November. 439, 677. 43 99, 453. 81 539, 131. 24
December. . oo e eee 375,778.82 99, 428. 81 475, 207. 63

IR B R R |

332, 749.63 09, 428. 81 432,178. 44
339, 691. 49 99, 403. 81 439, 095. 30
374, 456. 87 99, 403. 81 473, 860. 68
340,458. 68 123, 967. 48 464, 426. 16
327,447.03 123, 967. 48 451,414. 51
321, 351. 63 123, 967. 48 445,319.11
337, 887. 52 123, 967.48 461, 855, 00
326, 388. 87 151, 222. 59 477,611.46
327, G63. 93 151, 222. 59 478, 296. 52
305, 542. 65 151, 222. 59 456, 765, 24
307,414 48 151, 222. 59 458, 637. 07
398, 830.78 156, 290. 34 555, 130.12

FEDERAL RESERVE BANK OF NEW YORK

Volume of paper held in failed banks’ account: 1927, none; 1928, none; 1929,
none; 1930, August 31, $4,826.58; at close of other months, none.

Nore. Since the above statement does not properly reflect the amount of
paper held for failed banks, we submit the following information, which covers
all paper so held during the 4-year period:
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Amount of rediscounts or

collateral held
Liquidation
Bank Date closed Amount owed o ial of lozlmt c(?m-
United States | - 0mmercia blete
or agricultural
Governruent paper
Aug. 8, 1830___ $20,500.00 | Aug. 18,1930
Aug. 15, 1930 11,065.09 | Sept. 23, 1930

i 25,050.00 | Dec. 22,1930
29, 310, 067. 07 | Dec. 13,1930

Dec. 6, 1930 ...
_{ Taken over by banking depart-
ment morning of Dec. 11, 1930,

FEDERAL RESERVE BANK OF PHILADELPHIA

Paper held in claims account failed or suspended banks last day of each month

January, 1929__ - $19, 631. 65
August, 1929 ___ - - - 25, 449. 05
December, 1928 — . - e 43, 425. 08
December, 1930 J 40, 036. 11

FEDERAL RESERVE BANK OF BICHMOND

Balances due by failed banks on rediscounted paper (exclusive of interest
accrued on past due paper) al end of each month during 1927, 1928, 1929,
and 1930

Month 1927 1928 1929 1930

$238,830.09 | $341,007.05 | $438,929. 23 $614, 258, 62
330, 783. 10 346, 482. 40 422,712.08 754, 894, 87
276, 735. 63 341, 457, 58 424,333. 61 595, 095, 12
236, 788, 57 348, 321.18 416,412, 96 566, 848, 41
255, 100. 97 354,872.12 362, 986.73 550,437. 61
251, 047. 51 351, 138. 12 368, 827. 60 480, 084, 20
243, 629. 36 346, 792, 25 377,374.22 472, 652. 18
335, 030. 94 337, 955. ¢4 408, 894. 29 465, 419.05
364, 393. 54 340, 796. 81 437, 280. 05 452, 765. 99

September._

October_. ... ... iioees 365, 769, 50 325, 934. 02 502, 610. 41 450, 287. 49
November_ .. ______ ... .| 340,326.01 403, 223. 53 579,035. 99 606, 724. 63
December. s 327, 346. 00 432, 696. 67 626, 003. 77 925, 897.93

FEDERAL RESERVE BANK OF 8T. LOUIS

Amount of paper held in failed banks account on last reporting date of each

month

1927 Sept. 30_______ ____.___ $859, 747. 83
Jan. 31 _______ . _____ $920, 761. 61 | Oct. 31 791, 010. 24
Feb. 28 839,966.19 | Nov.30.___ . ___________ 749, 850. 43
Mar.31 .. ____ 1,014,092.09 | Dec. 31 ______________ 724, 812, 72
Apr,30_____ . 941, 036. 23
May31__.__ . . ___ 1, 014, 459. 97 1928
June30 - __ 1,070,207.44 | Jan. B1_. ____ __________ 602, 311. 74
July3l___ .. 987, 363. 66 | Feb. 28 688, 755. 32
Aug. 31 899,363.89 | Mar. 31 ________________ 570, 847. 84

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS
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Statement of the awmount of liability due from failed banks for each smonth
during the years 1927, 1928, 1929, and 1930—Continued

Apr. 30 . _______ . __ $490,659.34 | Sept. 30 ____________ $268, 755. 60
May3l_ .. _____ 486,131.65 { Oct. 31 ________________ 222, 872,18
June30 __________.______ 485,658.52 | Nov.30_ . ____________ 266, 953. 17
July 31 _ 485,081.83 | Dee. 31 217, 661. 07
Aug. 31 477, 143. 83
Sept.29________________ 471, 607. 18 1930
Oct. 31 469,384, 91 | Jan. 30 __________ 271, 268. 71
Nov.80 o __ 387,682.37 | Feb.28________________ 294, 382, 76
Dec. 31 . 371,170.91 |Mar. 31 ___ . ______ 236,121, 71
Apr. 80 ___ .. 230, 611. 94
1929 May 3l 212, 750. 95
Jan. 31 _______________ 302,435.61 | Juned30 ___________.___ 65, 807. 92
Feb. 28 204,761.99 | July30 _______________ 482, 886. 69
Mar.30 _______ ______ 282,754.17 | Aug. 30 ______ 551, 018, 12
Apr.30_______ . ____ 259,397.38 | Sept. 30 —_____________ 476, 020. 47
May31l . 2569,838.79 | Oct. 31 o ___ 430, 585, 20
June29 _______________ 269,121.15 | Nov.30_ . _ 12, 712, 952, 28
July31 ________ 277,885.81 { Dee. 31 . __. 6, 828, 835. 74
Aug. 31 . _____ 244, 850. 79
FEDERAL RESERVE BANKS OF SAN FRANCISCO
Claims account, closed or suspended banks
[000 omzitted]
1927 | 1928 | 1929 | 1930 1927 | 1928 | 1929 | 1930
566 | 317 234 850 | 471 ( 254 172
561 | 309 229 793 1 470 | 254 172
552 1,034 | 220 783 | 470 | 254 168
548 | 295 229 772 | 469 { 243 168
540 | 205 | 228 7721 465 | 243 | 168
529 . 204 228 738 | 464 | 243 168
620 | 200 229 733 | 462 243 165
588 1 290 228 724 | 460 | 243 165
568 | 290 228 704 | 443 | 243 184
558 | 288 226 692 | 441 [ 241 182
539 | 286 226 678 | 430 | 241 181
539 | 286 221 6756 | 427 | 241 177
525 ! 286 | 22 669 | 426 | 241 176
521 | 286 | 221 651 | 425 | 241 174
5181 285 | 22 641 | 424 | 241 174
481 285 | 223 X 636 | 425| 242 | 175
481 | 283 | 223 | Dec. 20 .| 634 405 | 242 312
475 | 272 224 || Charged to profit and '
471 | 257 172 loss during year. ._____ 521 105 |__.... : 4

14. Append on a monthly basis statistics of borrowings grouped by unit banks
and by branch banks in your district over the past four years, together with the
aggregate resources of the borrowing unit and branch member banks.
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FEDERAL RESERVE BANK OF ATLANTA

Statistics of borrowings on a monthly basis grouped by unit banks and by dranch
banks in the sizth Federal reserve district over the past four years, together
with the aggregate resources of the borrowing unit and, branch member banks

Branch banks|

Aggregate resources of bor-
rowing banks

H Unit banks
Date borrowings ;
(000 omitted) borrowings
Branch banks| Unit banks
1927

L £: 05 223 o -2 $11,000 | $39,851,000 | $67, 444,000 ( $732, 532, 000
29, 059, 600 67, 444, 000 732, 532, 000

44, 192, 000 67, 444, 000 732 532 000

42, 959, 000 7, 444, 000 732 532 000

41, 260, 000 70, 475, 000 479 976 000

39,725,000 1 70,475,000 479, 976, 000

38, 882, 000 70, 475, 000 479, 976, 000

39,575,000 | 70,475,000 | 479, 976, 000

40, 615, 000 78, 086, 000 543, 695, 000

38, 761, 000 78, 086, 000 543, 695, 000

November. 40,701,000 | 78,086,000 | 543, 695, 000
December- oo 49,811,000 | 74,590,000 . 370, 448, 000
RE:Y 3 E:5 20 40, 408, 000 74, 840, 000 634, 425, 000
February 42, 054,000 74, 840, 000 634, 425, 000
March._. 44, 358, 000 74, 840, 000 634, 425, 000
April___ 95, 326, 000 74, 840, 000 834, 425, 000
May. 92,341,000 | 76,542,000 | 811,021, 000
June___ 102, 969, 600 76, 542, 000 811, 621, 000
July._. 115,111,000 | 76,542,000 | 811, 021,000
August. .. 114, 786, 000 76, 542, 000 811, 021, 000
September. 118, 502, 0600 75, 552, 600 929, 008, 000
October.... 123, 9686, 000 75, 852, 000 929, 008, 000
November.. 114, 73R, 060 75, 552, 000 929, 008, 000
December... 95, 843, 000 83, 880, 000 653, 231, 000
JANUArY o e 100, 548, 000 78, 062, 000 882, 215, 000
February 91, 383, 000 78, 062, 000 882, 215, 000
March.__ 95, 041, 000 78, 062, 000 882, 215, 000
April___ 108, 918, 000 78, 062, 000 882, 215, 600
May_ 114,474,000 | 75,580,000 | 788, 719, 000
June. 87, 820, 000 75, 580, 006 788 719 000
July.__ 103,101,000 | 75,580,000 | 788, 719,000
August._.. 95,455,000 | 80,587,000 | 815, 671,000
September 84,423,000, 80, 587, 000 815, 671, 000
October__ 83, 166, 000 80, 587, 0600 815, 671, 000
November 786, 858, 000 83, 782 000 786, 413, 000
December__.____ 51, 739, 060 83 782 000 786, 413, 000
January 45, 748, 0600 84, 385, 000 401, 863, 000
28,771,000 | 84,385,000 | 401,863, 000

19, 856, 000 84, 385, 000 401, 863, 000

24, 103, 000 84, 385, 000 401, 863, 000

38,686,000 | 85,473,000 | 388,997, 000

34, 239, 000 85,473, 000 388, 697, 000

30,044, 000 85, 473, 600 388, 997, 000

28, 680, 000 90, 456, 000 460, 605, 600

30, 619, 000 90, 456, 000 460, 605, 000

5 29, 733, 600 90, 456, 000 460, 605, 000

November__ 205,000 | 36,243,000 | 86,757,000 | 470, 086, 000
December. - 156, 000 37, 784,000 86, 767, 000 470, 086, 000
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FEDERAL RESERVE BANK OF BOSTON

Statistics of borrowings grouped by wunit banks and by branch banks in this
district over the past four years, together with the aggregate resources of the
borrowing unit and branch member banks

{000 omitted}

Daily average borrowings of mem-
ber banks in district No. 1 with
Federal reserve bank, Boston

Aggregate resources of member
banks district No. 1 borrowing
from Federal reserve bank, Bos-
ton, as of date of the quarterly

Date condition reports
; Branch : Branch -
Unit banks| 3 -5 1 All banks | Unitbanks| 3,77 All banks
1927
January_. $16, 402 318, 955 $33, 357
February 17,355 11,678 29,033
March .. oo 17, 089 18,718
April . 14,053 9, 148
MaY - i 14,861 22, 268
June_____ . __________________ 15, 557 18, 286
JOLY oo 14, 164 15,525
August .o ___. 13, 289 16, 564
September_.__________________ 11,147 17, 231
October_ .. 13,329 19, 961
November_. .. _._ .. ____ 16,322 20, 032 36,354
December... ... 14,322 25, 867 40, 189
1928
LY 01021 o 10,994 12, 462 23, 456
________ 15, 345 29, 839 45,184
18,213 33,282 49, 485
13,193 31,174 44, 367
18,777 42, 808 59, 585
27, 348 57,454
25, 099 42,862
23, 529 37, 565
22, 636 28, 280
13, 608 31,951
November_ . __._______________ 20, 120 30, 506
December_._._________________ 24, 544 40,456
18, 500 41.926
19, 823 42,063
22,168 36,472
20, 478 55, 334
21, 742 74,772
22,992 76, 388
28,191 50, 246
18, 806 60, 681
23,493 47,769
18, 001 41, 686
15,708 31,191
22, 106 18, 283
12, 155 11,753 ¢
12,455 10,715
11,210 9,938 .
9, 246 6, 384
10, 181 7, 508
11,792 5,522
8,942 3,637
8, 255 4,302
September_ . __._________ ! 6, 813 4,744
October.___ 5, 698 3,212
November._ 7, 609 4, 684
December ... _______ 12, 803 4,476 17,279 398,971 909, 417 1,308,388

1 Includes so-called ‘““chain’’ and “group’’ banks.
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742  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

FEDERAL RESERVE BANK OF CHICAGO

Borrowings of member banks from January, 1927, to December, 1930, grouped
by unit banks and dy branch banks, together with the aggregale resources of
the borrowing unit and branch banks

Borrowings Resources

Unit banks | Branch banks | Unit banks | Branch banks

$42, 589, 000 $32, 616,000 | $2, 531, 820, 000 $970, 317, 000

50, 594, 000 29,132,000 | 2, 201, 322,000 775, 878, 000

67, 484, 000 21 570,000 | 2, 164, 396, 000 755, 228, 000

42,993, 000 9,737,000 | 1,326, 845, 000 471, 617,000

45, 611, 000 12,621,000 | 1,487,765, 000 244, 062, 000

38, 639, 000 23,458,000 | 982, 425,000 693, 157, 000

34, 081, 000 18, 540,000 | 1,233,076, 000 732, 671, 000

21, 299, 000 11,462,000 | 1, 116,369,000 534, 575, 000

217, 667, 000 9,174,000 | 1,487,042, 000 494, 291, 000

36, 176, 000 18,829,000 | 1,534, 896, 000 700, 332, 000

35, 515, 000 25,381,000 | 1,524, 646, 000 814, 200, 000

27, 535, 000 25, 135, 000 921, 161, 000 986, 623, 000

25, 760, 000 15,843,000 | 1,709, 582, 000 548, 504, 000

32, 891, 000 928,493 000 | 1,267,380,000 | 1,019, 222,000

80, 953, 600 30, 555,000 | 2,613, 690, 000 1, 059, 507, 000

76, 704, 000 40,932,000 | 2,001,444,000 | 1, 119, 682,000

30, 232, 000 55,862,000 | 2,471,769,000 | 1,065,791, 000

91, 724, 000 61,368,000 | 2,672,934,000 | 1,166,785,000

97, 329, 000 51,387,000 | 2,690,956,000 | 1,238,743, 000

117, 473, 000 49,276,000 | 3,071,993,000 | 1,267, 855,000

46, 327, 000 56, 550,000 | 2,208,231,000 | 1,182 517,000

108, 720, 000 59,310,000 | 2,055, 840,000 | 1,236, 260,000

115, 632, 000 56, 500,000 | 2,862, 233,000 | 1,302, 397,000

94, 195, 000 52,323,000 | 2,713,569,000 | 1,358, 903,000

88, 666, 000 43,771,000 | 2,654,371,000 | 1,425, 681,000

149, 532, 000 54,366,000 | 2,797,036,000 | 1,355 818,000

133, 697, 000 69,349,000 | 3, 063, 732,000 1,185, 968, 000

56, 801, 000 49,278,000 | 3,090,545,000 | 1,080,423, 000

112, 444, 000 41,364,000 | 2 928,990,000 | 1,361, 569, 000

85, 521, 000 37,232,000 | 2,479,571,000 | 1,087, 454,000

71, 303, 000 42,902,000 | 2,685, 455,000 | 1,090, 093,000

45, 842, 000 59, 607,000 | 2,083, 548,000 | 1,294, 010, 000

September. 90, 213, 000 49,017,000 | 2,390, 517,000 | 1, 415,939,000
October____ 44,129,000 67,204,000 { 1,441,215,000 | 1,378 159,000
November. 117, 627, 000 57,886,000 | 2,011,343,000 | 1,348, 324, 000
70, 298, 000 42,360,000 | 2,544, 943,000 | 1, 184, 804, 000

38, 205, 000 40, 574, 000 940,072,000 | 1,149, 603, 000

28, 896, 000 27, 537, 000 834, 048, 000 958, 965, 000

28, 475,000 9, 486, 000 572, 775, 000 338, 738, 000

16, 646, 000 6,652, 000 609, 631, 000 357, 922, 000

15, 584, 000 2, 681, 000 449, 500, 000 123, 478, 000

13, 788, 000 3, 579, 000 587, 491, 000 127, 043, 000

13, 635,000 2,817, 000 432, 808, 000 148, 199, 000

17,937,000 1, 649, 000 653, 184, 000 80, 394, 000

) 14, 608, 000 5,774, 000 966, 261, 000 253, 147, 000
October____ 15, 641, 000 3, 106, 000 969, 308, 000 173, 127, 000
November. ... _____.______ 15, 936, 000 4,100, 000 511, 218, 000 148, 265, 000
December. ___________________________ 15, 384, 000 7, 420, 000 370, 800, 000 329, 952, 000

FEDERAL RESERVE BANK OF CLEVELAXND

While branch banking is practiced in certain sections of our district, all bor-
rowing is done by the parent banks. Our rediscount and loan facilities have
been used only by the unit banks; and in the cases of banks with branches,
by the parent banks.

FEDEBAL RESERVE BANK OF DALLAS

At the present time there are no member banks in this district that are
engaged in branch banking. We have had only two such banks in our mem-
bership during the past four years, both of which withdrew from the system
in 1930. As their borrowings were inconsequential in comparison with the total
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borrowings of our member banks, we assume it is unnecessary to furnish the
statistics referred to, although they will be furnished, if desired.

FEDERAL RESERVE BANK OF KANSAS CITY

There are no branch banks in the district.

FEDERAL RESERVE BANK OF MINNRAPOLIS

Borrowings of member banks in the ninth Federal reserve distriot by months,
19271930, inclusive, divided inio two groups

Borrowings by unit banks Borrowings by branch banks
Amount redis- {Balance at closej Amount redis- {Balance at close
counted of month counted of month
1927
L3 1100 o $6, 340, 767.89 | $3, 952, 382. 76 $45, 000. 00 $20, 000. 00
February - oo 6, 644, 794. 24 731,197. 02 10,000.00 |- _______________
March. .. 7,621, 519. 98 5, 844, 657. 33 600,000.00 |._______________
APl 12, 470, 430. 77 6, 582, 768. 43 7, 270, 000, 00 20, 000. 00
May.._. 9, 058, 647. 14 , 680, 875. 92 4, 300, 000. 00 15, 000. 00
Jupe. _. 8, 903, 836. 66 4,002, 907. 43 5, 735, 000. 00 10, 000. 00
July..__ 9,1290,599.19 | 5,383,417.99 | 15,145, 000. 00 35, 000. 00
August... 10, 029, 327. 23 7, 823, 936, 54 425,000.00 |-
September. 3.397,783. 14 3,530,638.96 .. _________ | __________
October..._ 2, 960, 262. 63 2,199, 718. 66 5, 150, 000. 00 25, 000. 0
November_ 3,840,619.87 | 2,723,127.68 | 5, 700, 000. 00 1, 000, 000. 00
December_ .o coooo 2,227, 575.72 1,893,795.08 | 14, 626, 500. 00 11, 500. 60
4,774,077. 80 3, 612,772.83 7,561,000.00 [________________
5, 336, 808. 88 3, 550, 093. 47 | 12, 385, 006. 00 350, 000. 00
3,080, 974. 13 2,960,742.15 | 34,600, 000. 00 1, 000, 000. 00
N 0 o £ SO 21, 305, 222. 53 8,210,031.80 | 38,810, 000. 00 6, 100, 000. 00
16, 590, 351. 08 8, 737, 709. 69 | 18, 100, 000. 00 1, 400, 000. 00
24, 364, 763. 90 7,371,139.31 9,600,000.00 |__..___________.
24,411,196.27 | 11, 691,528.99 | 37, 700, 000. 00 2,000, 000. 00
- 25,185,599.30 | 15,642,417.96 | 48,885, 000, 00 4, 550, 000. 00
September. ..ol 19,179,722.60 | 11,587,762 28 | 53, 950, 000. 00 2, 600, 000. 00
October 26, 729, 299. 01 12,343,179.60 | 55, 650, 000. 00 1, 300, 000. 00
November. oo 11, 807, 035. 53 7,189,228.71 | 66, 400, 000. 00 8, 400, 000. 00
12, 291, 348. 35 4,495,262.61 | 46,660,000.00 |- ... ______
15, 704, 966. 75 8,056, 221. 96 | 33, 165, 000. 00 1, 950, 000. 00
16, 001, 624. 09 8, 926, 200. 74 | 25, 350, 000. 00 8, 250, 000. 00
Mareh . 20, 295, 401. 15 5,950, 668.40 | 42, 563, 000. 00 8, 750, 000. 00
April 29, 824, 450. 06 9, 126, 146. 39 | 108, 075, 000. 060 13, 345, 000. 00
May. 24, 261,140.84 | 10,249, 888.51 | 31, 520, 600. 00 8, 815, 000 00
June. 20, 055, 034. 04 8,089, 521. 52 | 39, 325, 000. 00 2, 915, 000. 06
July_.__ 20,866, 062.80 | 12,720,167.60 | 76,324, 798. 00 7, 519, 792. 00
August. oo 21, 884, 458. 76 9, 618, 366. 55 | 85, 645, 000. 00 19, 705, 000. 00
September_ ..ol 26, 350, 110. 16 | 10, 945,879.42 | 97, 572, 500. 00 30, 090, 000. 00
(S22 702 1) 33, 380, 824. 47 9, 994, 701. 51 | 90, 807, 000. 00 23, 820, 000. 00
November________ ... 27, 801, 535. 66 8, 620,105.20 | 68, 800, 000. 00 19, 515, 000. 00
December. . 20, 971, 683. 40 7,155,460.25 | 58, 265, 600. 00 3, 021, 300. 00
18, 048, 449, 45 5,321,434.42 | 13, 460, 000. 00
7,282,769, 24 2, 278, 828.82 300, 000. 00
2,753,400.47 | 2,464, 777.67 | 2,400, 000. 00
4,777, 645, 35 3, 681, 021. 50 8, 100, 000. G0
3, 986, 580. 62 3, 653, 952.39 1, 530, 000, 00
2, 514, 000. 23 3, 4, 000.00
3, 895, 117. 60
1, 891, 651. 55
2, 262, 850. 67
4,222,757, 29
2, 762, 271. 49
3,477,219.16
Dec. 31,1927 | Dee. 31,1928 i Dec. 31, 1929 | Sept. 24, 1930
Total resources:
Unitbanks. ... .. $961, 518, 000 $995, 261, 000 $950, 954, 000 $026, 087, 000
Branch banks.._..._...________.__. 202, 864, 00¢ 212, 884, 223, 515, 000 215, 571, 000
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744 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

FEDERAL RESERVE BANK OF NEW YORK

(a¢) We understand that this question applies to banks having branches
outside of the municipality in which the head office is located. There are only
three member banks in this district which meet this definition. Their borrow-
ings at the end of each month and resources on call dates during the last four
years were as follows:

(000 omitied)

Total bor- | Total re-

Borrow- Date rowings of sources of

Resources

ings member member
banks banks
1927

JanUArY e E:3 ) 2 ) NN $108,702 |.eooe e
February.. 600 (o[- 135,746 (... ____..__
March___._ 625 | Mar, 23 $77,865 69,457 $12, 932, 444
April.. 050 |- |emaacmmeae 144,440 |______________
May... 2 20 P S, 87,842 | _____._.__
June. _. 1,050 | June 30 83,123 90, 947 14, 181, 638
July. ... 1,060 |om oo |eaaaaeaol 100,454 |- eo_..
August.___ 938 |- oo oo 106,188 |- __ ...
September.. 1,744 | Oct, 10 81,974 126, 212 13, 863, 875
October. oo eimmmmane| 989 | 100, 767 |eooos
November. b5 R S 148,115 | ___________
December 1,225 | Dec. 31 89,427 281, 338 15, 012, 041
January._ _.._.._. 117, 555

February .. e am e e e . 83,336

March_____ 144, 986

April____ 289, 327

May__ - 595 358, 977

June._ . 453,915

July. ... 321, 603

August.___. 292, 153

September. I 370,627

October.... 2,620 | 261, 460

November. 1,620 | ! 345, 993
December_ .. oo 2,270 | Dec. 31 107,025 ; 463, 981
1929
January .o 2,245 ol 174,436 | ...

February. .

September. oo ecimaan 2,465 | Oct. 4 104, 867 172, 301 16, 907, 250
October. o ceiicnaes 2878 | ool 228,150 |-caeeooo
November.. ..ol 450 | e . : 220,251 | __
December 105, 915 171, 760 18, 363, 619

JanUArY i 208 e $46,825 |-

104, 074

61,837 | Not avail-
| able.
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FEDERAL RESERVE BANXK OF PHILADELPHIA

Unit and branch banks borrowings and resources

745

Unit banks

Branch banks

Borrowings

Resources

Borrowings

Resources

November.
December__

August. .
September.
October___
November.

December. . _______.__

November.

December__.

$22, 367, 221. 26
30, 011, 678. 41
35, 040, 554. 43
32, 430, 970. 87
37, 414, 039. 63
34, 107, 919. 55
31, 562, 840. 69
26, 711, 803. 38
24, 062, 573. 06
27, 857, 163. 42
30, 759, 678. 45
37, 163, 504, 50

28,126, 078, 64
31, 277, 554. 81
28, 477, 076. 11
32,712, 521. 02
44,720, 067. 27
46, 198, 160. 40
43,431, 207. 71
50, 419, 833. 97
45,171, 056. 13
38, 401, 457. 40
44, 501, 480, 68
40,129, 812. 42

44, 953, 805. 30
48, 526, 414, 87
49, 118, 850. 26
50, 994, 290. 81
52, 556, 518, 74
51, 591, 049, 48
51,359, 693. 88
47,279, 514.72
41,970, 175. 23
48,825, 551. 74
52, 889, 909. 63
46, 084, 720. 83

40, 181, 629, 73
34,077, 349. 95
27,880, 949. 57
24, 940, 181, 58
28, 578, 443. 38
24, 637,275. 04
18,643,101, 77
15, 189, 806, 65
14, 815, 820. 05
17,917, 968, 42
18, 240, 684. 62
21, 866, 586. 09

$685, 772, 758. 00
772, 004, 321. 00
047, 283, 066, 00

1,030, 158, 182, 00
950, 995, 614. 00
891, 985, 847. 00
708, 764, 833. 00
709, 312, 789, 00
776, 749, 145. 00
792, 803, 800. 00
837, 784, 363. 00

956, 292, 572, 00
960, 431, 482. 00
846, 242, 201. 00
933, 019, 892 00
1,092, 232, 468, 00
1, 236, 139, 664. 00
1, 115, 826, 606. 00
1,117, 305, 038. 00
1, 090, 990, 778. 00
1,158, 582, 724, 00
1, 196, 237, 108, 00
1, 119, 491, 671. 00

1,300, 122, 156. 00
1,301, 462, 458. 00
1,375, 215, 487, 00
1,402, 663, 705. 00
1,344, 302, 194. 00
1,228,979, 928, 00
1,268, 957, 347, 00
1, 203, 469, 045. 00
1, 269, 324, 788, 00
1,312, 159, 800. 00
1,310, 242, 369. 00
1, 024, 463, 612. 00

1,114,373,110.00
967,976, 712. 00
737,426, 451. 00
808, 6486, 805. 00
916, 887, 207. 00
787,011, 228. 00
693, 595, 749. 00
648, 030, 372. 00
589, 914, 683. 00
708,931, 902. 00
722, 354, 271. 00
709, 532, 213. 00

$15, 979, 523, 70
9, 395, 071, 24
27,798, 233. 26
14,133, 745. 17
18,653, 524. 30
22, 999, 555. 99
18, 200, 674, 26
10,091, 879, 19
11, 854, 438. 49
11, 196, 058. 52
9, 922, 689. 64
30, 207, 345. 03

18, 837, 199. 96
28, 477, 489, 08
28, 737, 149, 42
29, 593, 833, 35
31, 726, 660. 45
53, 306, 868. 75
50, 778, 896. 79
66, 892, 507. 13
63, 864, 342. 06
47, 626, 672. 56
35, 501, 731. 46
44, 184, 674, 20

30, 651, 059. 54
53,922, 450. 86
70,093, 792. 08
53,705, 041, 98
47,643, 542. 29
33, 288, 572,03
24, 486, 970, 21
56,777, 691. 74
42, 599, 819, 98
63, 683, 952, 86
48, 445, 403. 69
19, 692, 058. 28

12,309, 804. 71
11,739, 488,17
5,491, 674. 98
4,640, 757. 60
4, 298] 084. 15
4,857, 642. 80
2,601, 891. 33
3,050, 413, 01
2, 457, 143. 33
3,004, 009, 26
5, 572, 059, 56
3, 796, 528. 62

$444, 832, 799. 00
593, 076, 064. 00
914, 508, 604. 00
466, 269, 078. 00
923, 180, 010. 00
764, 725, 398. 00
591, 178, 994. 00
286, 672, 075. 00
538, 244, 820, 00
529, 820, 880, 00
467, 261, 801. 00
765, 676, 089. 00

919, 253, 283. 00
1,022, 272, 081. 00
1,029, 593, 112. 00

840, 853, 914. 00

931, 065, 520, 00
1, 248, 467, 869. 00
1, 118, 150, 682. 00
1,195, 139, 094. 00
1, 229, 975, 767. 00

1, 170, 735, 173. 00

266, 068, 432. 00
076, 518, 925. 00
334, 683, 632, 00
180, 805, 016, 00
1,174, 842, 030, 00

967, 346, 242. 00

932, 856, 359. 00
1,343, 360, 490. 00
1,170, 050, 858. 00
1,357, 656, 466. 00
1,323, 735, 226. 00
878, 253, 376. 00

561, 562, 556, 00
689, 848, 356. 00
291, 540, 205. 00
198, 223, 716. 00
153, 387, 509, 00
164, 443, 372, 00

80, 363, 029. 00
112, 377, 384. 00
111, 670, 041. 00

93, 971, 458. 00
142, 593, 669. 00

84, 345, 903. 00

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



746  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

FEDERAL RESERVE BANK OF RICHMOND

Note—In our records of the average monthly borrowings of member banks
we keep no record of aggregate resources. Our comparison is made between
borrowings and basic lines, which we think is far more satisfactory. In the
following tables we have stated month by month from 1927 to 1930, inclusive,
the borrowings of all member banks in the district having branches in dif.
ferent towns or cities and the borrowings of all member banks of the district,
in each case compared with aggregate basic lines. In the third column is
shown the ratio of borrowings to basic lines.

(000 omitted)

Branch banks All banks
Egsem Bci);‘lrgosw- Percent | Basic line | B ?;?SW Per cent
!
4,898 $468 9.55 132,133 | $24,Q76 18.22
4,835 1,228 25. 40 129, 702 23,267 17.94
4,875 1,173 24.06 129,489 21,001 16.22
4,839 823 17.01 128, 629 24,271 18.87
5,056 459 9.08 127,806 25, 247 19.75
5, 250 246 4.69 128, 689 25, 615 19.90
5,162 ¢ 0 129, 808 20,029 15. 43
ug 5, 663 84 1.48 133, 800 21,877 16. 35
September - e 5,343 52 .97 133, 809 29,112 21.76
October_ .o aeee 5,378 145 2.70 134,712 27,263 20. 24
November. ... el 5,361 317 5.91 133, 703 18,952 14.17
December. ..o oo ecccaan 5, 687 621 10.92 140, 505 25,324 18.02
5,099 17 3.35 137,774 30, 792 22.35
5,647 271 4. 80 137,479 29,709 21.61
b, 458 894 16.38 134, 298 21,291 23.30
5,314 547 10.29 131,721 41,036 31.15
5, 207 475 9.12 130,177 45,345 34.83
5, 287 672 12.71 128,821 &2, 520 4077
5,187 1,357 26.16 128,179 58,415 45, 57
5,264 1,738 33.02 125,720 63, 446 50. 47
4, 887 3,011 61. 61 124,395 55, 321 44.47
[0 257751 47 R 4,979 3,167 63. 61 126, 826 44, 609 35.17
November_ .o 5,035 1,993 39.68 128,058 45, 364 35.42
December-. oo 4,983 2,342 47.00 129, 448 38, 559 20.79
1929
LS RV E:Y o O, 5,150 3,795 73.69 130, 442 42, 501 32.58
February .. 5,488 5, 352 97. 52 130, 034 45,313 34. 856
arch . oo 4,972 4,479 90.08 132, 571 51,817 39.09
April . e 4,840 5,212 107. 69 127, 507 58, 384 45.79
MAY e me e 5,000 4,672 93.27 125, 815 62, 440 49.63
B T S 4,734 4,253 89,84 123, 457 56, 074 45. 42
211 U 4,771 3,798 79. 61 123,125 59, 539 48. 36
Auguost. oo 4, 549 5, 159 113.41 124,177 67,082 54.02
September_ ... . 4, 248 5,163 121. 54 120, 088 55,902 46. 55
(171701 17} U 4,614 4,764 103. 25 119, 753 53, 818 44.94
November. . 4,775 4,447 93.13 121,998 53, 465 43, 82
BOTT 111 1) S 4,921 743 15.10 121,715 38,936 31.99
L 01V E:S 4,778 40 1.03 123, 159 25, 822 20.97
February......_. 4,936 731 14.81 124, 586 20,198 16. 21
March__.___._.._. 4, 631 290 6. 40 113, 517 14,936 13.16.
April.._____._ 4,222 455 10.78 119, 410 18,932 15. 85
May. oooean 4,601 304 6.61 119, 094 18, 066 15.17
June. . 4,548 693 15,24 118, 409 21, 366 18.04
July_____ 4,681 516 11.02 118,573 19, 269 16. 25
August 4,753 2,076 43.68 115, 438 22,418 19.42
September .. 4,737 988 20.86 118, 503 19, 063 16. 09
October-.... 4,837 7 1.59 118, 174 18,125 15.34
November. - 4,927 1,463 29. 69 118,079 28,818 24. 41
December...._.._._. 4,897 1,627 33.22 117,421 22,757 19.38
s
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Branch banking unimportant.—No member banks in district 8 have branches,
except Union Planters National, Memphis, Tenn., has one branch in that city,
and three members in Louisville, Ky., have additional offices in that city to
receive deposits and pay checks.

FEDERAL RESERVE BANK OF SAN FRANCISCO

(000 omitted)
Unit banks Branch banks
Having branches in | Having branches out-
Date Borrow head office city only side head office city
ings Resources
Borrowings| Resources {Borrowings| Resources

Jan.4,1927_ . _________.__ $32, 803 $656, 681 $8, 400 $209, 144 $11,100 $513, 782
Feb. 1,1927__ 29, 528 463, 143 7,375 148, 605 7,010 244,394
Mar. 1, 1927__ 17,410 488, 232 6, 560 148, 605 24, 270 1,031,814
Apr. 5, 1927 _ 26, 512 624, 636 5,416 182, 099 25, 520 1,200, 672
May 3, 1927__ 21, 623 632, 336 8,075 159, 236 32, 520 1, 066, 033
June 7,127 _____.________.____ 29, 462 666, 276 8,676 228, 462 2,424 416, 170
July 5,1927__ . ____________ 3 808, 793 11,766 224,067 8, 675 525, 7650
Aug.2,1927_ ... 26, 422 607, 281 4, 016 253, 2906 23,478 1,067, 781
Sept.6,1927___________________ 17, 760 519, 019 110 10, 142 29, 300 1, 0686, 867
Oct. 4,1927____________________ 27, 652 484, 415 6, 509 160, 739 11, 457 395, 149
Nov.1,1927_.___________ . ___ 17,717 513, 202 7,821 160, 739 16, 800 1,159, 451
Dec. 6, 1927, ... 4,337 158, 294 3,222 160, 739 41, 500 1,042, 665
Jan. 83,1928 . .. ... 12, 696 570, 929 b5, 437 222,772 19, 300 890, 452
Feb.7,1928 __________________ 4,181 145, 522 5,331 162, 487 37,950 856,173
Mar. 6, 1928 ... 11, 626 402, 540 11, 286 162, 487 47, 800 890, 442
Apr. 3, 1928__ 10, 966 456, 343 11, 633 230, 994 45, 200 792, 181
May 1, 1928 20, 145 687, 985 12,215 230, 994 58, 007 1, 509,012
June 5, 1928. . 19, 410 638, 532 13, 950 218, 543 34, 142 1, 509, 012
July 3, 1928__ 24, 205 744, 857 7,075 246, 636 24, 570 1,189, 280
Aug. 7, 1928 14,070 523, 245 850 677,177 48, 900 1,189, 280
Sept. 4, 1928__ 23,277 712, 381 12, 400 527, 249 66,340 | 1,339,208
Oct. 2, 1928 ______________ . 25, 813 474,788 15, 275 340, 625 36, 498 1, 403, 676
Nov.6,1928 . ... .. 27, 564 570, 761 12, 749 262, 817 37,193 1,753,252
Dee. 4,1928 T 0. 26, 440 712, 452 12,350 183, 047 34,506 | 1,603,324
Jan.8,1920_ . . _____._.___. 25, 680 580, 683 , 963 272,282 , 250 279, 507
Feb. 5,1929__ - 22, 286 538, 668 11, 425 361, 637 39, 100 1,193,914
Mar. 5, 1929 —— 27, 368 682,397 16, 638 317,939 A 1,193, 914
Apr. 2, 1029 _ - 29, 508 779, 679 14,445 177,385 , 1,219, 455
May7,1820_ . _______.____ 34,989 695, 812 13, 459 318, 636 15,350 1, 219, 455
June4,1929 . . ___ .. _._.__. 40, 137 783, 565 16, 202 443,331 , 744, 971
July2,1929. . . ... 37,983 771,126 14, 295 434, 484 11,110 964, 482
Aug.6,1929___________________ 33,447 684,979 4,834 316, 340 , 643 964, 482
Sept. 3,1920 . __._____.__._. 34,310 806, 993 7,827 275,277 27,088 064, 482
Oct.1,1929_ 77T 37,939 671,708 17, 515 398, 117 41,040 | 1,454 073
Nov. 5, 1920 . _____.__________. 44, 049 794, 746 10, 850 398, 117 45,473 1,160, 214
Dec. 3, 1029 1T 23, 603 708, 704 3,775 331, 042 47,250 | 1,042,977

Jan.7,1930 . ____..___._____ 20, 817 633, 485 3, 8600 145, 345 , 260 15, 1
Feb. 4, 1930. _ 11, 559 357, 887 2, 400 145,345 3,450 1,025,473
12, 855 441, 065 1,750 220, 700 6, 538 16, 007
12, 552 449, 283 1, 900 283, 286 7,045 470, 031
7,444 222,826 6, 500 231, 946 802 970, 031
________ 9, 935 481, 562 1, 600 151, 388 6, 560 970, 031
________ 7,548 144, 337 1,000 82, 459 21,293 924, 248
Aug.5, 1930 .. _____.___ 8,577 150, 469 500 151, 226 16, 045 924, 248
Sept. 2, 1930 __.____.. 8,763 218,227 |ooeo . 6,036 924, 248
Oct. 7,1930 . ___._____ 5,168 118, 396 185 10,723 25 849
Nov.4,1930. ... 8, 582 202,187 | |emao 8, 001 1, 425, 595
Dee. 2,1930_ . ... 6, 000 258,742 | oo 3,800 | 1,150,286
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QUESTIONNAIRE NO. 8
The Discount Rate Policy

Through the past several years there has been considerable discussion regard-
ing the efficacy of discount-rate changes. The purpose of the following questions
is to ascertain the experience of each Federal reserve bank regarding the
various effects of discount-rate changes. Wherever possible conclusions should
be buttressed by concrete examples;

1. List the various more important considerations which induced your board
of directors, on the occasion of each change in rates of rediscount since January,
1924, to vote for such changes.

2, Did the changes made in rates of rediscount, listed in your answer to the
above question, bring about the desired results? If not, what circumstances
intervened to prevent the aims from being realized?

3. Has the experience in your district shown that discount-rate changes have
been better timed on upward or downward movements?

4, Is the efficacy of discount-rate changes enhanced by large rather than small
changes?

5. Do member banks tend to transfer increases in rates of rediscount in the
form of higher interest charges to their own customers? Summarize the effects
of changes in rates of rediscount on rates of interest charged on agricultural,
business, and security loans.

6. What has been the effect of high or low rates of rediscount on increases
and decreases in the volume of member-bank borrowings?

7. Should rates of rediscount vary from reserve district to reserve district,
or should they be uniform throughout the entire country?

8. Have differences in rates of rediscount prevalent in the several reserve
districts affected the interdistrict flow of funds?

9. Need rates of rediscount be changed frequently excepting at those reserve
banks located in the financial centers?

10. Should the rate charged on member-bank promissory notes secured by
Government obligations be above the yield borne by those obligations?

11. Should a higher rate be imposed on the promissory notes of member banks
secured by Government obligations than on rediscounts of commercial and
agricultural paper?

12. Would the imposition of such discriminatory rates help to prevent the
seepage of Federal reserve credit into speculative security loans?

13. Would efforts at the control of credit be made more effective if rates of
rediscount should vary, as was once the case, with the maturity of the paper
offered for rediscount?

14. Should rates of rediscount stand above market rates of interest on bank
loans to prime customers in your district?

15. Assuming that Buropean central banks have found it desirable to maintain
rates of rediscount above market rates, what factors have made the adoption
of this practice unnecessary in the United States?

16. What rates of interest in your district should be taken as constituting a
measure of market rates of interest?

17. May the rate on bankers’ acceptances be included in computations of
market rates of interest, inasmuch as the reserve banks, buying for own and for
foreign account, have constituted the principal market?

18. Would it give the reserve banks a greater measure of credit control to
enact a provision permitting the application of progressive rates of rediscount?

19. Would it be desirable to enact a provision permitting the reserve banks
to charge borrowing member banks, which have funds on the brokers’ loan
market, a rate of interest equal to or above the average call loan-renewal rate?

20. What measures have heen taken in your district to prevent member banks
from borrowing from the reserve bank to profit by the difference between rates
of redisiount and the lending rates in the market?
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 749

21. What changes, if any, would you suggest be made in the provisions of
the Federal reserve act relative to the fixing of rates of rediscount at the reserve
banks?

Digest of Replies Received from the Different Federal Reserve Banks

QuesTION No. 1.—Relative to the more important considerations leading to
changes in rates of rediscount since January, 1924,

A large number of reasons were cited by the Federal reserve banks prompting
increases or decreases in rates of rediscount.

Among the reasons given for rate increases were:

1. A rise in open-market rates.

2. A decline in gold reserves, particularly below the level of those for the
entire system.

3. A decline in deposits and an expansion in the loans of member banks.

4. Increases in rates of rediscount in other Federal reserve districts.

5. Increased member bank borrowings.

6. An increase in security loans with no increase in commercial loans.

7. The growth of speculation.

8. An absence of seasonal liquidation in credit.

9. Misapplication of Federal reserve credit.

10. A more rapid inecrease in credit volume than in business.

11. A preference on the part of member banks to continue to rediscount
rather than to sell securities or eall loans.

12. A use of local funds on brokers’ loan market.

13. The presence of higher rates of interest in the East, which shifted the
borrowing demand to interior banks.

Among the reasons given for rate reductions were:

1. Decline in member bank borrowings.

2. A reduction of rates of interest in other Federal reserve districts.

3. The ability of large member banks to borrow from banks in financial
centers at a lower cost.

4. To bring policy in line with action of open-market investment committee,

5. A desire to adjust rates of rediscount to market rates of interest.

6. Declining Dbusiness, employment, and connpodity prices.

7. The liquidation of member bank credit.

8. To remove all obstacles to business recovery.

9. To repel gold imports and relieve tension in the international money
markets.

10. To encourage use of credit facilities.

11. To stimulate a growth in credit equal to the Nation’s needs.

12. T'o meet the request of the Federal Reserve Board.

QursTioN No. 2—Relative to whether aims of discount rate changes were
realized.

As one Federal reserve bank indicated, it is very difficult to measure the
effects of discount rate changes and separate these from the other factors in
the financial setting. Even so, three Federal reserve banks, Cleveland, Minne-
apolis, and Richmond, apparently were quite well satisfied with the general
results of discount-rate policy. Some of the other reserve banks expressed
doubts relative to the effectiveness of discount-rate policy through 1928 and
1929, The reasons cited for the ineffectiveness of the policy, then, were the
undue delay in raising rates, the tardy reversal of former policy, the dominance
of the call-loan market in the interest-rate structure of the country, the growth
in brokers’ loans for the account of “others.”” The Kansas City and St.
Louis Federal Reserve Banks reported that discount-rate changes have only an
indirect effect in those districts and serve mainly to call attention to business
or credit conditions. The Dallas Federal Ileserve Bank reported that adminis-
trative control, in addition to discount-rate policy, proved an important con-
comitant factor. The Chicago Federal Reserve Bank called attention to the
fact that business had not responded to the reductions in rediscount rates
through 1930, although any obstacles from this dirvection to business recovery
had been removed.

QuesTioN No. 3.—Relative to whether discount-rate changes were better timed
on upward or downward movements,

Seven Federal reserve banks reported that discount-rate changes were better
timed on downward than upward movements. The Federal Reserve Banks of
Atlanta and Minneapolis replied that, in their opinion, discount-rate changes
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750 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

had been equally well timed on upward and downward movenients, The Fed-
eral Rescrve Bank of Cleveland stated that rate changes appeared to be more
effective on upward movements.

QuEstioNn No. 4—Relative to the efficacy of large changes as compared with
small changes in rates of rediscount.

The consensus of opinion of the Federal reserve banks was that larger in-
credses on upward movements were apt to he more effective, Increases of 1
per cent at a time rather than the customary increase of one-half of 1 per cent
were recommended. On downward movements, reductions of one-half of 1 per
cent at a time were favored.

The Federal Reserve Bank of Boston indicated that to have emphatic effect
discount-rate increases should be fairly large and made at infrequent intervals.

QumsToN No. 5.—Relative to the transfer of increases in rates of rediscount
by member banks to their own customers in the form of higher interest
charges.

The replies received indicated that changes in rates of rediscount have little
effect outside of money-market centers. Rates charged borrowers by banks in
agricultural sections of the country are standardized and apparently there
is little response even to very wide swings in interest rates in the financial
centers. Assuming that member banks in the financial centers are not operat-
ing solely on their own resources, in other words that they are in debt to the
reserve bank, changes in rates of rediscount affect quickly rates of interest
charged by the larger banks on security leans, on loans to correspondent banks,
‘and to those commercial customers who are competitively able to shop around
for the credit they require. Rates of interest charged by banks of smaller
size in the financial centers respond only after a lag.

The Federal Reserve Bank of New York pointed out that one consequence of
changes in rates of rediscount at the Federal reserve banks is to affect the
availability of credit, in that banks in the larger centers scrutinize loan appli-
cations the more carefully.

QuesTiOoN No. 6.—Relative to the effect of high or low rates of rediscount on
increases and decreases in the volume of member bank borrowings.

The Federal Reserve Banks of Atlanta, Dallas, Kansas City, Richmond, and
St. Louis reported that changes in rates of rediscount had only a slight, if any,
effect on the volume of member bank borrowings. The reason given by the
Atlanta Resetve Bank was that member banks borrow for actual requirements
regardless of rate.

The Federal Reserve Bank of Minneapolis stated that member bank borrow-
ings increased as rates of rediscount rise,

The Federal Reserve Bank of New York pointed out that the volume of
member bank borrowings is more a function of currency demand, gold move-
ments, and of changes in the holdings of acceptances and securities on the
part of the reserve banks than of fluctuations taking place in rates of
rediscount.

The Federal Reserve Banks of Cleveland, Philadelphia, and San Francisco
reported that increases in rates of redisecount tend to curtail rediscounting. On
the other hand, decreases in rates do not seem to stimulate borrowing.

QuesTiIoON No. 7—Relative to whether rates of rediscount at the Federal
reserve banks should be uniform over the country.

With the exception of the Federal Reserve Bank of New York, the reserve
banks held to the principle of nonuniformity in rates of rediscount. It was
emphasized that rates of rediscount should be regulated in accordance with
conditions prevailing in the several districts.

The Kansas City Federal Reserve Bank made the point that the differential
in rates of rediscount should not be great enough to cause an unnatural shifting
of funds. The St. Louis bank concluded that a differential of 1 per cent
probably should exist between the New York and the strictly agricultural
Federal reserve districts.

QuEsTION No. 8.—Relative to whether differentials in rate of rediscount have
promoted an interdistrict flow of funds.

Most of the Federal reserve banks reported that differentials in rates of
rediscount had to a certain extent prompted an interdistrict flow of funds.
The Federal Reserve Bank of Boston was an exception to this general rule
and replied that only under abnormal econditions do discount rates affect trans-
fers of funds and then only to a limited extent. On the other hand, the Federal
Reserve Bank of Minneapolis stated that the interdistrict flow of funds had
been appreciably affected.
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The St. Louis and San Francisco Reserve Banks declared that interdistrict
fund transfers occurred in the main with the Federal Reserve Bank of New
York.

QuesTioN No. 9.—Relative to whether rates of rediscount should be changed
frequently excepting at those reserve banks located in the financial centers.

The consensus of opinion was that frequent discount rate changes were not
required. The Federal Reserve Bank of Boston stated that to be effective
changes in rates of redigcount should occur only at infrequent intervals and
should be large enough in amount to lend emphasis to the change.

The Federal Reserve Banks of Philadelphia and St. Louis concluded that
rates of rediscount should be changed as needed, however frequently might be
the case.

QuesTioNn No. 10.—Relative to whether the rate charged on member bank
promissory notes secured by United States Government obligations should
stand above the yield borne by those obligations.

The Federal reserve banks concluded that rates of rediscount should mnot
be determined by the yield borne by Government obligations. Member banks
should be charged the going rediscount rate,

QuestioN No. 11.—Relative to whether discriminatory rates should be im-
posed on the promissory notes of member banks secured by Government
obligations.

General opposition was expressed to this idea. 'The Federal Reserve Bank
of Boston was an exception in declaring it a debatable question and suggest-
ing that it might be desirable to attempt such an experiment.

QuesTioN No. 12.—Relative to whether discriminatory rates on member
banks’ promissory note secured by United States Government obligations would
prevent the seepage of Federal reserve credit into speculative security loans.

If the rate were sufficiently high, the Kederal Reserve Bank of Chicago
thought that such might be the case, but at the cost of penalizing necessary
and warrantable borrowings. The Federal Reserve Bank of Atlanta rveplied
that the result indicated might be achieved, but concluded that discriminatory
rates should not be applied excepting in an emergency. The other Federal
reserve banks were not in agreement with the suggestion.

QuEesTION No. 13.—Relative to whether rates of rediscount should vary with
the maturity of the paper offered for rediscount.

The Federal reserve banks stated that there would be little advantage in
having graduated rates; that this would lead to subterfuges and would penalize
the country as against the city bank. Several of the Federal reserve banks
stated that the adoption of this change would have little, if any, effect on the
control of credit.

QuEsTioN No. 14.—Relative to whether rates of rediscount should stand above
market rates of interest on bank loans to prime customers.

The Federal Reserve Banks of Chicage, Cleveland, and St. Louis thought
that this should be the case. The Federal Reserve Banks of Richmond and
Dallas seemed to be in agreement in principle with the suggestion. The other
Federal reserve banks were not sympathetic to the proposal.

QuEsTIoN No. 15.—Relative to why the European practice of maintaining
rates of rediscount above market rates has not been established in the United
States.

Among the reasons cited were: (1) The undeveloped character of the coun-
try; (2) dissimilar banking practices; (3) lack of experience in credit con-
trol; (4) wide sectional differences in interest rates; (5) the varying high
statutory contract rates; (6) the unit type of banking system; (7) standardized
levels in interest rates; (8) the fact that rediscounting for a profit is non-
existent.

The Federal Reserve Bank of Chicago reiterated the theory that rates of
rediscount should be maintained at a point equal to or silghtly in excess of
minimum rates accorded to prime borrowers in financial centers.

QuEsTION No. 16.—Relative to the rates of interest which should be taken
as constituting a measure of market rates.

In addition to the rates of interest prevailing in the several divisions of the
New York money market, the following local rates of interest were cited as
among those which ghould be considered in computing an average of interest
rates: (1) The minimum rates accorded prime borrowers who are able to
borrow in several districts; (2) the rate accorded prime borrowers who borrow
entirely within one district; (8) rates charged customers on commodity and
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security loans; (4) rates charged on farm mortgages; (5) the yield on local
municipal bonds; (8) and the rates prevailing on interbank loans.

QuesTION No. 17.—Relative to whether the rate on bankers’ acceptances may
be included in computations of market rates of interest.

The Federal Reserve Banks of Atlanta, Chicago, Cleveland, Dallas, Kansas
City, Minneapolis, St. Louis, and San Francisco were of the opinion that the
rate on bankers’ acceptances should not be included at all or only infrequently
in eomputations of market rates of interest.

QuEsTiox No. 18.—Relative to the enactment of a provision permitting the
application of progressive rates of rediscount.

The Federal Reserve Banks of Cleveland, Philadelphia, Richmond, and St.
Louis answered favorably to this proposal. The others were opposed on the
ground that the introduction of progressive rates would penalize the small
country bank; that administrative control is preferable; that member banks
borrow simply for actual requirements; that the use of progressive rates had
been found unsatisfactory, in effectual as a measure of credit control, psycho-
logically bad, and the source of an ill-timed liquidation.

QUEsTION No. 18.—Relative to charging borrowing member banks which
have funds on the brokers’ loan market a rate of interest equal to or above the
average call-loan renewal rate.

The Federal reserve banks were generally opposed to this suggestion. It
was pointed out that any misuse of Federal reserve credit could be handled
administratively,

QUEsTION No. 20.—Relative to measures taken to prevent member banks from
profiting by the differential between rates of rediscount and the lending rates
in the market,

To rectify an abuse of the rediscounting privilege or the use of Federal
reserve credit for other than legitimate purposes, the Federal reserve banks
have resorted to personal intevviews, moral suasion, and the direct refusal
to extend credit.

QUESTION No. 21.—Relative to changes which should be incorporated in the
Federal reserve act regarding the provisions relating to changes in the rates
of rediscount.

The Federal Reserve Banks of Boston, Dallas, St. Louis, and San Francisco
favored the clarification of the present provisions of the Federal reserve act.
The other Federal reserve banks «aw no occagion for any change. The Federal
Reserve Banks of Boston and Dallas would restrict the function of the Federal
Reserve Board to a veto pewer. The Federal Reserve Bank of San Francisco
would not permit changes in rates of rediscount without the concurrence of
the board of directors of a Federal reserve bank and the Federal Reserve
Board.

Replies Received from the Different Federal Reserve Banks, Tabulated by
Questions

1. List the varicus more important considerations which induced your board
of directors, on the occasion of each change in rates of rediscount since Janu-
ary, 1924, to vote for such changes,

Atlanta.—There follows a list of the changes made in the rediscount rates
of the Federal Reserve Bank of Atlanta, since January, 1922

January, 1922, effective rate, 4% per cent.

June 18, 1924, decreased from 414 to 4 per cent,
August 13, 1927, decreased from 4 to 3% per cent.
February 11, 1928, increased from 314 to 4 per cent.
May 26, 1928, increased from 4 to 414 per cent.
July 14, 1928, increased from 41, to 5 per cent.
December 9, 1929, decreased from 5 to 4% per cent.
April 12, 1930, decreased from 414 to 4 per cent.
July 12, 1930, decreased from 4 to 31 per cent,
January 10, 1931, decreased from 3% to 3 per cent.

For the purpose of aiding agriculture, commerce, and industry with our
credit facilities, in June, 1924, our rate was placed at 4 per cent, which we
considered a normal rate. This rate continued until August, 1927. At that
time we reduced our rate to 3% per cent to aid in our district, and with the
purpose of participating in Federal reserve policy to the end that European
markets might more easily buy American products, notably cotton, from our
district. Our rate was raised successively in 1928 to 4, 43, and 5 per cent

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 753

in an effort to restrain the prevalent speculative tendency, and to make such
restraint more effective in our district. The lowering of the rate in December,
1929, and to the rate in effect at the present time was prompted by the desire
to make money easier in an effort to stimulate a revival of business and
trade.

Boston.—There are many factors that are taken into consideration by our
board of directors at the time it votes to chinge the prevailing rate of dis-
count. While the recommendation invariably comes from the governor and
the chairman of the board, many of the factors that influence the vote being
passed are not only indefinite but are difficult to recall at a later date; as,
for example, the temper of the minds of the officials of our member banks
and of the public at large and the effects that such change may have on the
supply and price of credit for industry and agriculture. During the period
under consideration every change in discount rate that has been voted by the
directors of this bank has been made by the unanimous vote of all directors
present at the meeting when such change has been voted. The following
schedule shows the action upon discount rate taken by our board of directors
from January 1, 1824, to December 31, 1930.

- Approved by Federal
. . Changing rate Reserve Board
Dateof | Vote by board of directors or executive
meeting committee .

]

: From—l To— On Effective

i I

Per | Per

H cent | cent
June 11,1924 | Directors 414 3% June 11 1924 | June 12,1924
Sept, 23 1925 ). 315 4
Oct. 21,1925 |.____ do. 3lg' 4 | Nov, 9 1925 | Nov. 10, 1925
Aug 2 1927 | Executive committee. 4 | 3l Aug. 4,1927 | Aug. 51027
Feb. 7, 1928 | ____do_.o o 3V4, 4 | Feb. 7,1928 | Feb. B8,1928
Apr. 17,1928 | Directors.. 4 [ 415 Apr. 19,1928 + Apr. 20,1928
July 18,1928 | ___. do... 414 5 | July 18,1928 | July 19,1928
Mar. 27,1928 |- - d0- ..o - .. 5 ‘ 6 10}
Apr. 4,1929 Executive committee_ . K [ [0
Apr. 24,1928 | Directors. . -w.-.oono—- 5 | 6 0]
May 81920 | ..__ do_.. 5 | 6 1)
May 22,1929 |_____ do.__ 5 6 0]
June 5,1028 |.. ..do... 5 [ &
Nov. 20,1929 |._.__ do._. 5 414 Nov. 20,1929 | Nov. 21,1920
Feb. 12,1930 |.____ do... 414 4 1 Feb. 12 1930 | Feb. 13,1930
May 7,1930 |.____ do_ 4 314! May 7 1930 | May 8,1930
July 2,1930 |..._. do_ 314 371 July 2,1630 | July 3,1830
Dec. 31,1930 |.____ do_..__ 3 | 2A| Dec. 31,1930 Jan. 3,1931

1 Not approved.
2 Not approved; rescinded by directors June 19.

On June 11, 1924, the directors voted a reduction in the discount rate from
415 to 31% per cent., At the time this rate was reduced the country at large
was in a state of depression following a year of declining producton, pay rolls,
and commodity prices. In New England this was felt in the shoe and leather
and the cotton industries. Member banks were in an easy position with de-
posits high and commercial loans comparatively low. Open-market money rates
on bankers’ acceptances and Treasury bills were out of line with the disecount
rate, being substantially below it. There had been an increasing accumulation
of gold in the country and ease of the money market had been demonstrated
by the oversubscription that this bank received on the 234 per cent certificates
of indebtedness that were issued on June 16, 1924, On June 11 the reserve of
the Federal Reserve Bank of Boston was 87.5 per cent and of the system 82.4
per cent.

On September 23, 1925, the board of directors voted an inerease in discount
rate from 8% to 4 per cent. From the summer of 1924 to this date there had
been a steady increase in business activity here in New England, Production,
pay rolls, and commodity prices were all at a high level. Stock market prices
and brokers’ loans were high as mecasured by previous experience. The mem-
ber banks had worked themselves into a rather tight position, having experi-
enced considerable expansion in both commercial and collateral loans. Re-
flecting this situation, open money market rates had gotten out of line with
the discount rate, the open market asking rate on 90-day bills being equal to

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



754  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

the Federal reserve discount rates at Boston, New York, Philadelphia, Cleve.
land, and San Francisco.

On November 10, 1925, the reserve of the Federal Reserve Bank of Boston
was 63.8 per cent and of the system 72.3 per cent.

There had been a meeting of the Federal reserve advisory council in Wash-
ington on September 21, and the member from this district had advised us of
the opinion expressed at that meeting concerning discount rates and stated
that while the council had made no recommendation to the Federal Reserve
Board regarding discount rates it was suggested that the present situation
was one that should be watched with particular care.

On August 2, 1927, the executive committee voted to reduce the discount rate
from 4 to 3% per cent. Although industrial activity was still at a high plane,
it was showing a tendency to decline not only in the New England district
but elsewhere in the country, and did decline to a considerable degree before
the end of the year. Commodity prices had been dropping steadily. Specula-
tive activity was very great, with stock market prices and brokers’ loans rising
daily to new high levels. The governor read the report of the meeting of the
open market investinent committee held in Washington on July 27. It was
pointed out in that report that * because of heavy foreign payments which are
likely to increase with the fall movement of commodities to Hurope, there was
a continued drain on European central bank gold reserves, which made it more
than likely that central bank rates in Europe would need to be further ad-
vanced this fall.” “The foreign situation was very critical at the moment.”
It was felt that without this concerted support to the foreign situation it
might be difficult or impossible to market American crops when they came on
the market during the fall months of the year. It was recognized that these
developments would have a depressing effect upon business abroad and might
tend to restrict the freedom of purchase of goods in this country at the
usual season. It was recognized that the only possible adverse development
resulting from a general lowering of discount rates would be in the speculative
security markets, but that this possibility should not stand in the way of the
execution of an otherwise desirable policy. It was the general feeling of the
committee that a system poliey of lower discount rates should in general pre-
vail, although it was pointed ocut that “local conditions in some of the interior
reserve districts did not indicate any demand for rate reductions in those dis-
tricts.” The governor referred to the reduction in discount rate in the Federal
Reserve Bank of Kansas City on July 29 from 4 to 314 per cent.

On August 5, 1927, the reserve of the Federal Reserve Bank of Boston was
83.7 per cent and of the system 77.1 per cent,

On February 7, 1928, the executive committee voted to increase the discount
rate from 3% to 4 per cent. The low money rates prevailing over the year
end having served their purpose in facilitating the marketing of American
crops and the marked improvement in industrial activity not only in the New
England district but the country as well, it was considered important to
recognize and point out the dangers that had developed in the situation as a
result of continued speculative activity. The stock market and the brokers’ loan
situation were getting out of hand; the member banks were finding themseclves
in a less comfortable position owing to declining deposits and expanding loans;
open-market rates were showing evidence of getting out of line with the low
discount rate. The necessity of increasing the discount rate had been dis-
cussed at previous meetings and the directors were no doubt influenced by
the increases that had been made in the discount rate of the Federal Reserve
Bank of New York on February 3, the increase being felt by the member banks
in this district.

On February 7, 1928, the reserve of the Federal Reserve Bank of Boston was
66.6 per cent and of the system 74 per ecent.

On April 17, 1928, at a special meeting the directors voted to raise the
discount rate from 4 to 4% per cent. This increase in the discount rate, as
well as the increase on July 19, 1928, from 4% to 5 per cent were designed to
supplement the increase that has been made in February, the considerations
motivating that change having become even more aggravated during the follow-
ing months and the financial sitnation becoming more strained.

April 16, 1928, the reserve position of the bank was 56.2 per cent, the earning
assets having increased to $139,000,000 as compared with $51,000,000 on April
16, 1927. Commercial paper was selling in this market from 434 to 43, per cent.
While the system as a whole was 70.2 per cent, the condition of the reserves
of the Boston bank and the local money market warranted this increase.
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On July 18, 1928, at a meeting of the board of directors the directors voted
to raise the discount rate from 4% to 5 per cent. On this date the reserve of
the Federal Reserve Bank of Boston was 74 per cent and of the system 69.5 per
ecent. The financial situation had continued to show more strain from month to
month. While the reserve position of the bank had increased to 74 per cent,
the system as a whole had gone down to 69.5 per cent, and the general financial
situation, especially as it affected member banks’ security loans and the stock-
market activity, had not improved. 'The member banks had increased time
deposits which they had invested largely in collateral loans and securities and
rediscounts at the reserve bank were still high. The New York bank had
increased its rate on July 13, and the effects of this increase in rate and the
fact that the discount rate was out of line with the ruling money rates of the
district were important factors in arriving at the decision.

From March 27, 1929, through to June 5, 1929, at every directors’ meeting
and one executive committee meeting during that period, votes were passed
increasing the discount rate from 5 to 6 per cent. These votes, however, were
not approved by the Federal Reserve Board, and on June 19, 1929, this vote
was rescinded. During this period the discount rate of 5 per cent was below
the ruling money rates of all bank investments except short-time United States
securities, and the reserve ratio of the Federal Reserve Bank of Boston was
not ounly below the average for the system but had been as low as 55.2 per cent.
From the middle of April, 1928, until midsummer of 1929 the deposits of the
member banks in the New England district had been falling steadily, and
although the banks had reduced their investments and collateral loans they
were obliged to borrow at the reserve bank steadily increasing amounts until at
one time these borrowings were well over $100,000,000. From the middle of
1929 until well Into October deposits increased and banks reduced their
borrowings steadily at the reserve bank.

The reserve ratios of the Federal Reserve Bank of Boston and the gystem
were ag follows:

Boston | System Boston | System

Per centt Per cent Per cent| Per cent
Mar. 27,1929 .. 70.1 71.3 || May 22, 1929 59.6 75.9
Apr. 4, 1929___ 70.8 71.5 || June 5, 1929___ 63.8 74.4
Apr. 24, 1929__ 70.6 74.3 (I June 19, 1929 66.8 75.8
May8,1929_ __ . 84.0 74.3

On November 21, 1929, the discount rate was reduced from 5 to 414 per cent.

On February 13, 1930, the discount rate was reduced from 4145 to 4 per cent.

On May 8, 1930, the discount rate was reduced from 4 to 3% per cent.

On July 3. 1930, the discount rate was reduced from 314 to 3 per cent,

January 2, 1931, the discount rate was reduced from 3 to 214 per cent.

The reserve ratios of the Boston bank and the system on these dates were
as follows:

Boston | System Boston | System

Per cent} Per cent Per cent| Per oenl

Nov. 21,1929 . ... 86.5 71.2 || July 8,1830. . ... 82.7 79.9

Feb. 13, 1930__ 84.5¢1 787 | Jan. 2, 1931 ... T 73.5 73.3
May 8, 1930 84.2 83.2 i
|

The stock market collapse which marked the end of the great 1929 boom
occurred during the first half of November, 1929. Following that collapse a
gserious industrial depression set in which during 1930 assumed majot propor-
tions. The frequent reductions in discount rates were designed to aid this
sitnation. New England banks in particular had been able to liquidate their
position between October, 1929, and the summer of 1930 to such an extent that
they were in a relatively comfortable position as compared with banks in other
sections of the country. Money rates were excessively weak, and at most times
during this period were out of line with the discount rate, indicating that the

discount rate was rather slow in following the open market down.
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desired to stimulate a bond market by means of easy money rates. Federal
reserve banks were more nearly in control of the money market because of the
substantial reduction in brokers’ loans by others than banks.

Ohicago—The only change in our rediscount rate in the year 1924 was when
the rate was rcduced from 434 to 4 per cent on June 14. The New York and
Boston Federal reserve banks had reduced their rates on June 12 fto 314 per
cent. Open market rates for commereial paper had dropped from 4% to 4 per
cent and there was a surplus of funds in the money markef in excess of the
demand, It was felt that our rate of 4% per cent was out of line with market
rates for commereial paper and inasmuch as there was very little speculative
demand for credit that no harm could be done by reducing the rate to 4 per
cent and that it might help business, which was reported as being rather dull
at that time.

Our rate remained at 4 per cent from June 14, 1924, until September 7, 1927,
when it was reduced to 3% per cent by order of the Federal Reserve Board. At
that time our board felt that a reduction in the rate would cause further expan-
sion of speculative credit. Whatever good purposes might be served would be
more than offset by the disastrous consequences of a further inflation of security
prices. The rate remained at 334 per cent until January 25. 1928. when our
directors voted to raise the rate to 4 per cent. This action was taken because
of the heavy increase in bank credit which had gone into loans on stocks and
bonds with no increase in the volume of commercial eredit extended, and also
because the objects to be attained by the 314 per cent rate, which was to relieve
credit conditions abroad, apparently had been accomplished. The rate remained
at 4 per cent from January 25 until April 20, 1928, when it was increased to
41, per cent because of the inereased demand for speculative credit, as indi-
cated, particularly by the large increase in brokers’ loans, which in the week
preceding the advance in our rate had inereased $133,000.000. The rate re-
mained at 434 per cent from April 20 to July 11, 1928. when it was inereased
to § per cent. This increase was voted by our directors on June 29, and was
approved by the Federal Reserve Board on July 10. The reason for this in-
crease was that there still conlinued a strong demand for money and that
counter rates of Chicago banks for commercial loans were from 1 to 114 per
cent above our rediscount rate. The increase in the going rateg for money was
caused by the increased demand for speculative credit. call money having ad-
vanced to 6% per cent on June 22.

The rate remained at § per cent from July 11, 1928, to November 23, 1929,
although efforts had bheen made as early as March 15, 1929, to get the Fed-
eral Reserve Board’s approval to an advance in our rate. At a meeting of our
board of directors on March 28, 1929, a recommendation was made that the
rediscount rate be advanced to 6 per cent and it was unanimously voted that
in the opinion of our board the most effective means of protecting Federal
reserve credit against misuse is through adjusiment of the rediscount rate.
The result of an informal vote, which was favorable to raising the rate to
6 per cent was submitted to the Federal Regerve Board at Washington. On
April 4, 1929, it was voted to establish a rediscount rate of 6 per cent, which
recommendation was not concurred in by the Federal Reserve Board. In the
period from April 4, 1829 to May 31, 1929, this request was renewed on sev-
eral occasions with the same result, The rate therefore remained at 5 per
cent until after the crash in the security markets in the fall of 1929 and it
was reduced to 4% per cent on November 23, 1929, in the hope that it would
help, at least to some extent, to restore confidence in the business situation.
It remained at 4% per cent froin November 23, 1929, to February 8, 1930,
when it was reduced to 4 per cent with the idea of removing any obstacle
which might tend to retard business recovery.

It remained at 4 per cent from February 8, to June 21, 1930, when it
was reduced to 3% per cent. In the meantime the Federal Reserve Bank of
New York had reduced its rate to 2% per cent and while it was the con-
census of opinion that a reduction in our rate would not stimulate business,
the disparity between our rate of 4 per cent and that of 214 per cent in New
York was too large a differential and for this reason a reduction was thought
advisable. It remained at 81 per cent from June 21, 1930, to January 10,
1931, when it was reduced to 3 per cent. Inasmuch as the Federal Reserve
Bank of New York had a rate of 2 per cent, the differential of 114 per cent
between New York and Chicago was considered too large and the rate was
therefore reduced to 3 per cent.
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Cleveland.—On June 2, 1924, the discount rate of this bank was lowered
from 414 to 4 per cent, the former rate having been effective from February,
1922. 'This change was the result of three factors:

b (a) A sharp drop during the previous 60 days in the volume of discounted
ills.

(b) The influence exerted by a 4 per cent New York rate adopted May 1.
(A lower rate in adjoining districts ordinarily causes borrowers with banking
connections both within and without our district to seek the market with the
lowest rate.)

(¢) An effort to revive business activity, which had turned downward in
March.

The following reduction tc 314 per cent on August 15, 1924, was occasioned
by a continuation of the business recession and a further sharp drop in pro-
duction; the influence of lower rates at Boston, Philadelphia, and New York,
and the fact that member bank borrowing had been reduced to the lowest
level since 1917.

On November 17, 1925, following a rapid increase in discounts during Sep-
tember and October, the rate was increased to 4 per cent. This rate was
instituted primarily because a substantial part of the increased borrowings
apparently was finding its way into security loan channels. Fourth district
reporting member banks loan account on collateral security at the beginning
of November was $100,000,000 higher than at the first of the year.

On August 16, 1927, the rate was again reduced to 31 per cent. The factors
influencing this change were:

(@) A reduction in discounts to a level approximating the lowest sice 1918
with the single exception of 1924,

(B) A desire to stimulate business activity, which had exhibited a down-
ward trend since March.

(e) As part of a concert of cffort to discourage further importations of gold,
or to encourage an outward movement of the metal, te relieve the tension
existing or developing in the international exchange markets,

In March of 1928, by reason of the lack of seasonal liguidation in January
and February, a loss of gold reserves, and the influence of higher rates in all
other districts, our rate was increased one-half per cent. A sharp unscasonal
inerease in member bank borrowings, which took place in April and May,
occasioned a furtlher rise to 4% per cent on May 25. A further loss of gold
(reducing the gold reserve of this bank to the lowest point in six years) plus
a further heavy increase in demands for accommodation by member banks,
and again plus the influence of higher rates in every adjoining district,
prompted the rate increase of 5 per cent on August 1.

This rate was maintained until 1930, when in keeping with inecreasingly
easy mmoney conditions developing generally the rate was reduced by one-half
per cent steps to the 3 per cent figure inaugurated December 27.

In all cases changes in rates were made as a result of unanimous board
action.

Dallas—Changes in rediscount rates of the Federal Reserve Bank of Dallas
since January, 1924 :

July 16, 1924, fronr 4% to 4 per cent.
August 12, 1927, from 4 to 314 per cent.
February 8, 1928, from 314 to 4 per cent.
May 7, 1928, from 4 to 434 per cent.
March 4, 1929, from 434 to 5§ per cent.
February 8. 1930, from 5 to 41 per cent.
April 8, 1930, from 414 to 4 per cent.
September 9, 1930, from 4 to 3% per cent.

July 16, 1924, change from 4% to 4 per cent: Extract frour minutes of meeting
of board of directors, August 19, 1924 (froni report of Governor McKinney) :

“Acting upon authority vested in it by the resolution adopted by this board
at its meeting June 13, our executive committee, on July 10, unanimnously voted
to reduce our rediscount rate on all maturities from 4% to 4 per cent. The
Federal Reserve Board approved this action under date of July 15, and the new
rate was made effective the following day. Our committee was influenced in
its action by several factors, Some liquidation had set in from our wheat sec-
tion, and the stronger and larger banks which normally come into the mrarket
for some credit at that season appeared to be making their arrangements accord-
ing to the best advantage with reference to rates. Our committee felt that the

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



758  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

facilities of this bank should not be made unavailable to member banks by
reason of the opportunity to fill their nceds elsewhere at a lower cost, par-
ticularly in view of our known ability to care for those needs. In further
support of this thought borrowings from us against governments had practically
ceased. Our comumittee also felt that the proceeds of any increase in our loans
to mrember banks directly traceable to this action would be properly used and
would therefore do no violence to our poliey of administrative treatment in
individual cases or to the district itself. In fact, it was the thought of the
committee that the new rate might easily have the effect of sustaining busi-
ness activity rather than increasing it with any inflationary tendency. It was
also considered that while borrowing to finance growing crops was pretty well
past the new rate, in the judgment of the committee, would fit in nicely with
the wheat movement and perhaps assist in orderly marketing, at the same time
having a good effect during the movemrent of the cotton crop. Apparently the
reaction toward the reduced rate has been entirely satisfactory and bears out
the views of the committee at the time the action was considered.”

August 12, 1927, change from 4 to 314 per cent: Prompted by action of open
market investment committee reduction in sympathy with system policy, add in
order to bring about a reversal of the gold movement fronr net imports to net
exports, improving the financial position abroad and thereby checking a reces-
gion in the general business of this country, which was just beginning to show.

February 8, 1928, change from 314 to 4 per cent: Prompted by tendency of
other Federal reserve banks and system policy to higher interest rates. Evi-
dence of rapid recovery of business from its brief recession of late summer and
early fall of 1927.

Conditions abroad were much improved by reason of stabilization of French
finances and the heavy exchange balances which European countries had
acquired in the United States and elsewhere. It was also apparent that the
volume of credit was increasing at a rapid rate and that a considerable part
was being used for other than commercial and industrial requirentents. As a
consequence, the policy of low rates and open market purchases of governments
was reversed; discount rates were increased, most banks putting their rates up
to § per cent by the middle of the year, and governments were sold in greater
volume than had been purchased in the previous period.

May 7, 1928, change from 4 to 414 per cent: Reasons for change stated in
following telegram, dated May 7, 1928, from Chairman Walsh to Federal Reserve
Board:

“Answering wire this date, In consideration guestion of change in discount
rate Saturday, members our board here of the opinion that the rate question
is one prinrarily to be decided by local board each district as counditions would
seem to indicate at time of suggested change:; that local board should not
necessarily be governed by change in rate in other districts unless system policy
would indicate that cooperation would be wise and salutary under particular
circumstances existing. They also were of the opinion that a raise from 4 to
415 per cent was not essential at this time in our district to preserve autonomy
of business as related to commecrcee, industry, and agriculture, but due to the
fact that it was estimated that not less than one hundred millions of dollars is
now being loancd on the call market in New York from the eleventh district
such raise would tend to curb speculation on New York market if the other
11 districts should increase their rates above New York and thus be the nreans
of requiring many call loans in this district to be retired and returned for
legitimate demands here. Recent raise from 314 to 4 per cent in board’s opinion
served a good purpose here in forcing the group one member banks into the
market for the greater amount of increase in our loans made during April, as
they preferred to borrow from us rather than call their loans in New York or
sell United States securities on a falling market. Conditions in this district are
perfectly sound and an increase of one-half of 1 per cent in the rate will have
little, if any, effect on country member bank borrowings or increase their rate
by reason of the wide spread between 4% and 8 and 10 per cent obtaining in
country bank discounts. 'This increase, however, will cause larger banks which
have surplus funds on call in New York to withdraw those funds and use them
here instead of borrowing and to the extent they nray withdraw such funds
will the supply of money be reduced as long as other Federal reserve districts
maintain higher rate than New York.”

March 4, 1929, change from 414 to 5 per cent: This increase was recom-
mended at our board meeting of February 7, 1929, but not approved by the
Federal Reserve Board until March 1, 1929, to become effective March 2, 1929,
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That date was a holiday, March 8 was Sunday, and the increase did not become
effective until March 4. The change was recommended by our board of direc-
tors after full consideration of the credit situation both nationally and in the
eleventh district. The discussion by our directors was in the light of a special
memorandum on the credit situation in this distriet, prepared by Governor
Talley, also the Federal Reserve Board's letter of February 2, 1929, on the
general subject of diversion of Federal reserve credit into speculative chan-
nels, and requesting an expression from the directors as to how they kept
informed of the use made of borrowings by member banks, what methods were
being employed to protect this bank against the improper use of its credit
facilities, and the cffectiveness of such measures.

The action of our directors was therefore based on a desire to support the
¥ederal Reserve Board in its efforts to curb the misapplication of F¥ederal
reserve bank credit and restrict the rapid expansion of credit, without affect-
ing the supply for the legitimate business demands of the district.

February 8, 1930, change from 5 to 4% per cent: Action of our directors gov-
erned by evidences of an improved credit situation, extent of liquidation, and
in order to be in line with the Federal reserve system policy. The decrease was
recommended by the governor, who called attention to the tendency to lower
interest rates by the other Federal reserve banks, the reduction in minimum
buying rates for bills, and the conclusions reached at a meeting of the open
open market investment committee on January 28 and 29, 1930. The principal
factors in the conclusions reached by the open-market investment committee
were the subsidence of the panicky feeling; the inability to determine the ex-
tent or duration of the business recession; the tendency toward cheaper money
for commerce and industry; the orderly progress of liquidation; reduction in
rediscounts; the desire on the part of member banks 10 reduce the volume of
security loans and that liquidation was slower with country banks than city
banks.

April 8, 1930, change from 4% to 4 per cent: Action of our directors governed
by present tendency toward easier rates; decrease in use of eredit in this dis-
triet, and in order to make our rate more in line with that of other Federal
reserve banks. In a special memorandum on the credit situation, prepared by
Governor Talley, he referred to the meeting of the open-market investment
committee on March 24, and the action taken in regard to the credit situation,
and the view expressed that there is no oeccasion for further purchases of Gov-
ernment securities.

The committee favored a reduction in the minimum buying rate on Dbills,
fixed by the Federal Reserve Board, to 214 per cent, stating, however, that in
the absence of developments not then anticipated, bills should not be purchased
below 38 per cent.

The governor referred to the demand on the part of makers of existing lines
with city banks for a reduction in rate, but the downward course of these rates
had lagged very considerably.

Reference was had to the extreme economy in the use of credit and similar
trend for the immediate future,

September 9, 1930, chiange from 4 to 31 per cent: Action of our dircctors
influenced by evidence of easier financial conditions, and from a desire to co-
operate with system policy. In the discussion of credit situation and proposed
reduction it was brought out that since the meeting of the directors, on July T,
1930, five Federal reserve banks had reduced their rate, leaving only two banks
(Minneapolis and Dallas) with rates of 4 per cent.

Kansas Cily—July 1, 1924, reduction from 414 to 4 per cent: Made with a
view to improving the existing sluggishness in business and industry, including
farming operations, by encouraging greater use of the abundant supply of credit
available. The bills disecounted of this bank had dropped from $59,200,000 the
first of the year to $9,200,000 the 1st of July.

July 29, 1927, reduction from 4 to 3% per cent: Made with a desire to con-
form to the Federal reserve system policy of easy money, our primary interest
in this policy being that it should prevent foreign credits from coming to this
country and thus weaken the ability of foreign markets to take our exports. It
was also believed that the reduction in this district would emphasize the
abundance of Federal reserve credit available for handling and marketing the
good crops then harvested or in prospeect, and facilitate orderly marketing.

February 10, 1928, increase from 33 to 4 per ccent: Made with a view that
the reasons for establishing the 814 per cent rate were no longer effective, and
1t)o bring our rate in line with the rates of most of the other Federal reserve
anks.
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June 7, 1928, increased from 4 to 414 per cent: This action was taken to
conform to rates set by all the other Federal reserve banks, While credit con-
ditions and practices in this district did not call for a higher rate, it was felt
that general conditions in the distriet were so favorable that an increased rate
should have no bad effect, that curtailment of purely speculative credits would
be desirable, and that this bank should not hold back in the movement for
higher rates when such action might possibly interfere with the desired effect
of the increased rates in the other 11 districts.

May 6, 1929, increased from 4%, to 5 per cent: The principal reasons for this
action were increasing demand for Federal reserve credit and decreasing
member bank reserve deposits, with a consequent lowering of our reserve posi-
tion. It was felt also that our maintenance of a rate lower than that of nine
of the other Federal rescrve banks was not benefitting the industry of the dis-
trict, since the generally higher rates prevailing throughout the country were
preventing our lower rate from being passed on, in any noticcable degree, to
the borrowers from our member banks. The abnormally high rates prevailing
in eastern centers were foreing an unusual demand for loans on the larger
banks of our distriet, from large concerns having contacts and credit lines with
our bhanks, but which under normal conditions do their borrowing in the open
market or from eastern banks.

December 20, 1929, decreased from 5 to 414 per cent: This action was taken
because of the reduced demands for loans from this bank, and with a view to
encouraging in this district the tendency to lower rates which was apparent in
various other sections of the country.

February 15, 1930, decreased from 434 to 4 per cent: Action taken because of
our strong reserve position, and to conform to the lower general market rates.
It was felt that this action might lend some encouragement to business.

August 15, 1930, decreased from 4 to 31 per cent: This action was taken
with a view to making credit easy for the movement of crops, and for the
carrying and finanacing of livestock.

Minneapolis—The Federal Reserve Bank of Minneapolis has usually ad-
justed its diseount rate to conform with existing rates in contiguous Federal
reserve districts.

OHANGES IN RATE OF REDISCOUNT AT THE FEDERAL RESERVE BANK OF MINNEAPOLIS,
1924 TG 1931

The directors of this bank have consistently felt that financial stability is best
supported by infrequent changes of the discount rate and they have becn re-
luctant to make changes until a situation had developed which made such action
necessary. In January, 1924, the current rate of rediscount was 414 per cent.
The changes since that date were as follows:

September 8, 1924 : Rediscount rate reduced from 434 to 4 per cent. It was
the highest rate thien prevailing and was out of line with contiguous districts.

September 13, 1927 : The rediscount rate reduced from 4 to 31 per cent. The
rate was high and out of line.

February 7, 1928 : Rediscount rate was raised from 334 to 4 per cent to con-
form with the rate in adjoining districts.

April 24, 1928 : Rediscount rate was advanced from 4 to 414 per cent because
it was out of line with the rate in Chicago district.

May 13, 1929: Rate was advanced from 434 to 5 per cent. It was out of line
with rates in contiguous distriects.

February 8, 1930: Rediscount rate reduced from 5 to 415 per cent for the
same reason.

April 15, 1930: Rediscount rate reduced from 414 to 4 per cent to conform
with rates in adjoining districts.

September 12, 1930: Rediscount rate reduced from 4 to 314 per cent for the
same reason.

In common with adjoining districts, the current rate is 314 per cent.

New York—Before discussing the circumstances of particular changes in
discount rate since 1924 it seems appropriate to make a brief statement with
regard to the general considerations which have been factors in discount rate
decisions by the directors of the Federal Reserve Bank of New York during
the past decade. Additional comments on the general policies pursued are
contained in the reply to question 2 of questionnaire 9 relating to open-market
operations.
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The traditional guides to bank of issue policy have been of little help since
1921. In the past banks of issue of necessity determined discount policy largely
in relation to changes in their gold reserves or in relation to the foreign
exchanges, anticipating probable gold movements. Sinee the end of 1921 the
gold reserves of the Federal reserve system have been so large and the reserve
ratio so high that no discount rate increase has been forced by the depletion
of reserves. Gold reguired consideration not as fhe traditional automatic
dictator of policy but in quite a different role, us will be suggested later.

There has been, it is true, one semiautomatic guide to policy having historieal
precedent which has proved serviceable. Mo some extent discount rate adjust-
ments have been directly in response to changes in the market price for money.
Generally speaking, it is desirable that member banks should sccure Federal
reserve credit at a fair price for that kind of money; that is, at a price which
neither encourages excessive borrowing nor discourages necessary borrowing,

It is clear, however, that other considerations have to be weighed, for, with
the periodic changes which take place in business and financial psychology, a
rate in perfect technical adjustmient with other money rates may at one time
be stimulating and at another time depressing. Moncy rates alone are not a
sufficient guide to discount policy. In addition, the whole range of consequences
which may result from rate changes must be considered. The economic life
of this country moves in a constantly changing current from depression to
prosperity and back again. Broadly speaking, it has been the policy of this
bank to exercise its influence toward restraint at times when business and
speculative activity appeared to be excessive, and to remove credit restraints
at times of business depression in the hope that this policy might aid in
avoiding the extremes of business expansion and contraction and encourage
greater business stability. This broad program of policy is illustrated in the
accompanying chart:
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Possibly the general guide to discount and open-market policy of the bank
which has been found of most value has been the observation of changes in the
total volume and velocity of bank credit which is, in effect, a measure of the
country’s purchasing power. The studies made by the research staff of the
bank over a period of years have demonstrated that when the volume of credit
grows at & rate proportionate with the long-time growth of business in the
country the dangers of either inflation or deflation are least. On the other
hand, any expansion in credit beyond such normal growth of business and
trade appears likely to result sooner or later in inflation of one form or another,
not necessarily in commodity prices but in cxcessive speculation, overbuilding,
or some of the other forms of overexpansion. Conversely, a less rapid growth
in credit than the growth in business and trade leads to deflationary tendencies,
to lower prices, and a repression of business activity., The evidence on this
point over a period of years seems unmistakable, and it also appears that
Federal reserve discount rates have a definite influence on the rate of growth
of the total volume of credit.

Generally speaking, therefore, we believe it to be the responsibility of a
Federal reserve bank in periods of unduly rapid expansion of eredit; that is,
expansion beyond the normal growth of the country’s business and trade, to
apply the restraining influence of increases in discount rates. This principle
we believe to be generally applicable whether a too rapid expansion of the
country’s credit is due to speculation in securities, to overproduction or specula-
tion in commodities, to speculation in real estate, or to an expansion in business
activity or inventory beyond a normal and healthy growth. In other words,
whatever the cause of growth or expansion in the country’s credit structure,
if the growth is at a rate greater than that at which experience has shown the
country’s business can grow on a sound and sccure basis, then Federal reserve
authorities have the responsibility, however unpopular, of lending their efforts,
either through open-market operations or discount rates or both, toward
restraint. Conversely, in a period of ecredit contraction or of less than the
normal rate of growth, whether caused by business recession, declining prices,
wages and employment, or any other cause, Federal reserve policy, in our
opinion, should be to lend its efforts toward making money and credit pleniiful
and cheap.

It is our belief that it is in this direction that the Federal reserve system can
most effectively exert an influence to prevent excessive speculation and to
mollify business depression rather than in any attempt to control directly the
use to which Federal reserve credit is put. Efforts by the reserve system to
control the particular uses of credit are, we believe, impracticable and in-
effectual, whereas the system does have a considerable influence over changes
in the total volume of credit and its cost.

At this point it should be noted that during the past decade the reserve
system was not free 16 consider solely the effect of its action on the volume of
bank credit. It was not possible to follow an ideal policy with respect to
domestic credit because of gold movements. The influence of gold was not the
traditional one, as poted earlier, but quite the reverse—there was too much
gold coming to this country. The tendency for gold to flow to the United States
was an influence upon the growth of the country’s bank credit whiech could
never be ignored. Gold imports were inflationary in their effect upon credit,
and, while this effect might be postponed and modified, it eould not be wholly
avoided. Dealing with this gold flow was one of the major problems of the
reserve system. A policy of high rates would have increased the gold flow and
increased the danger of later inflation. Moreover, the loss of the gold by other
countries would have postponed the time when they could restore monetary
stability and set up monetary conditions which would enable them to retain
their gold. But worse than that, a continued sucking of Hurope’s gold to this
country and sterilizing it here might, indeed, have led to an abandonment of the
gold standard and brought chaos and anarchy to the world’s economic struc-
ture. To all such changes in the world economy our own trade and prices
were immediately responsive. The volume of exports of farm products and
the prices of these products were particularly sensitive to conditions abroad.
So it was necessary during this period constantly to balance against each other
the influence of Federal reserve action upon the rate of growth in bank credit
in the United States and its influence upon gold movements with the conse-
quences these movements involved.

The following is a list of the rate changes during the years 1924 to 1930,
inclusive, with a brief statement of conditions as they existed at the time of
each change:
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1923—February 23, 4% per cent.
1924—May 1, 4 per cent.
June 12, 315 per cent.
August 8, 3 per cent.

The three rate reductions in 1924 were made during a period of depres-
sion in business, considerable unemployment, gold imports, and of de-
clining credit volume. The rate changes accompanied reductions in
open-market money rates.

1925—February 27, 3% per cent.

Rapid expansion in business, rising commeodity prices, rapid increase in
bank credit.

1926—January 8, 4 per cent.

The preceding months had produced very substantial gaing in business
and in speculative activity, accompanied by a large increase in bank
credit.

April 23, 31, per cent.

Some loss of confidence and a considerable drop in business activity.
August 13, 4 per cent.

Revival of business with a renewed expansion in bank credit.

1927—August 5, 8% per cent.

A period of business recession, some decline in commodity prices; and
gold imports, and weakness in foreign exchange.

1928—February 38, 4 per cent.
May 18, 4% per cent.
July 13, 5 per cent.

1929—August 9, 6 per cent.

A period of rapid expansion of credit accompanying increasing specula-
tion.

{On February 14, 1929, and for a number of weeks therecafter the
directors of this bank voted to increase the discount rate to 6 per cent.
These increases were not approved by the Federal Reserve Board.)
November 1, 5 per cent.

November 15, 415 per cent.

A period of rapid liquidation, which brought about a cessation of the
speculative activity; unsettled business conditions.

1930—February 7, 4 per cent.
March 14, 334 per cent.
May 2, 3 per cent.
June 20, 214 per cent.
December 24, 2 per cent.

A period of rapidly declining business, falling commodity prices, and
increasing unemployment, declining credit volume,

Philadelphia.—June 19, 1924, 415 to 314 per cent: The rates of money were
declining rapidly, borrowing from this bank was reduced greatly, as had been
the total amount of reserve credit in use. Industrial production was very low;
the reduction of the discount rate brought it in line with the rate for money in
this district.

November 20, 1925, 314 to 4 per cent: The rate for commercial paper had
advanced considerably, there had been a large increase in the amount of Federal
reserve credit in use, and the amount of borrowing from this bank had increased
200 per cent.

September 8, 1927, 4 to 314 per cent: Borrowing from this bank had declined
one-third from peak of previous year; there had been a large decline in rates
charged for money by Philadelphia banks as well as in the market rate for
-commercial paper, amount of Federal reserve credit in use had been reduced
considerably, and industrial production had declined (foreign conditions),

February 16, 1928, 3% to 4 per cent: Because of increased borrowing from us,
of advances in the rates for money in this market, and adverse trade balances
of this district, as a result of which the bank was losing gold.

May 17, 1928, 4 to 4% per cent: Due to increase in amoeunt of Federal reserve
credit in use, in gold exports, in the market rate for commercial paper and
‘bankers’ bills, and the change in the condition of member banks, due to large
increases in their loans and investments.

July 26, 1928, 414 to § per cent: This increase was made for the same reasons
as above.

34718—31—p1 6—5
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January 16, 1930, March 20, 1930, and July 3, 1930: On account of the rapid
reduction in the amount of Federal reserve credit in use, the decrease in the
amount of borrowmg from this bank, the decline in the market rates for money,
the reaction in business, and the great decline in industrial production.

Richmond.—In fixing rediscount rates our directors have been cons1stent1y
governed by uniform prineiples: (1) The position of banking and credit in this
district; (2) the reserve position of this bank; (3) the condition of banking
and credit in the country at large; (4) international considerations, such as
a desire to stimulate the export market for this country’s surplus products. We
have been compelled to a degree to change rates in this district in order to
reduce or flatten out the differential between our rate and that of neighboring
districts.

St. Louis.—On June 19, 1924, we decreased our rate from 4% to 4 per cent,
since Cleveland, Atlanta, and Chicago, all of which have parts of States in
this district, had decreased their rates. We hoped to give agriculture and
business the benefit of a lower rate in crop-moving time.

Our next change in rate was on August 4, 1927, when it was reduced to 3%
per cent. This was done hoping it would give cheap money for crop purposes
and business, as there was plenty of money.

On February 21, 1928, the rate was increased to 4 per cent after increases
had been made by all reserve banks except Cleveland and we were in danger
of burdening this district with borrowing that belonged to other districts.

On April 23, 1928, we increased to 4% per cent, because there was an un-
seasonable amount of borrowing which we hoped to check also because there
was some flow of funds between St. Louis and Chicago. Chicago with a 41
per cent rate might have diverted some borrowing to St. Louis if we continued
a 4 per cent rate.

On July 19, 1928, the rate was increased to 5 per cent mainly for reasons
similar to next above. Discounts were increasing, reserve ratio was low, and
funds were going from this district to New York market, where rate was higher.

On February 11, 1930, we were the last of the reserve banks to decrease our
rate to 4% per cent and were foraed to do so largely by the action of our
neighboring districts.

On April 12, 1930, our rate was decreased to 4 per cent and on August 7,
1930, to 3% per cent, in order to give the eighth district the benefit of rates
enjoyed by adjoining districts.

On January 8, 1931, our rate was decreased to 3 per cent because there was
little demand at the reserve bank except from localities which had suffered
severely from the drought and it was felt that a lowering of the rate would
be an encouragement,

San Francisco.—

Changes
Reason
Date of R’g‘e
change (gnt

With general easing of credit, evidence of business recession and lowering of in-
terest rates generally, there appeared to be no situation in twelfth district which
warranted continuance of the 414 percent rate__ . __ . ... .. _.._______ June 10, 1924 4

Continuance of conditions recited in foregoing and the fact that New York rate
was 3 per cent and three other Federal reserve banks had reduced their rates to
314 per cent, seemed to call for further reduction by San Franeisco. ... ...__.___ Aug. 251924 31¢

Increasing demand for credit in twelith district as well as in other districts, firm-
ing of open market rates, and fact that all other Federal reserve banks, with
exception of New York, were on 4 per cent basis, called for advance in San

Franeisco’s rate. . ... Nov. 23,1925 4
Oxn request of Federal Reserve Board that dircctors reconsider their action in

recommending no reduction be made in existing rate of 4 pereent._____.__._____ Sept. 10, 1927 314
A reversal of the policy adopted in September, 1927, which, in light of subsequent

events, was found to have been a mistake_ . __ ... .. _._______. Fob. 4,1928 4
There had come evidences of changes in district making it no longer consistent to

remain alone on 4 per cent basis, Kansas Cityexcepted.________________________ June 2,1928 414
San Francisco’s rate was too far out of line with current rates_____..____ -| May 20,1929 5
Declining tendency in business conditions in district and open market rates...... Dec. 6,1929 44
Business showing signs of severc recession, declining inferest rates and high

reserve position (San Franeisco 82 per cent) prompted rate reduction.._....__.. Mar. 21,1930 4
Eeconomic situation appears to he increasingiy serious; San Franeisco rate out of

line with Federal reserve hanks which may properly be classed with San Fran-

cisco; wide spread between discount rate and bill rates obviously inconsistent;

reserves (87 per cent) also above average of system._ _________ . ____.._.________ Aug. 8,1930 334
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2. Did the changes in rates of rediscount listed in your answer to the above
question bring about the desired results? If not, what circumstances inter-
vened to prevent the aims from being realized?

Atlanta.—Not fully. It would be difficult to guess what might have been the
result if such action had not been taken in 1928. The mania for speculation
prevented the realization of the aim desired and rendered ineffective many other
efforts made.

Boston.—It is difficult to measure the effect of local discount rates upon
national problems. For the most part the results desired were accomplished
excepting where there was undue delay in making effective the discount rate
changes, as, for example, the tardy reversal of policy following the easy money
policy of the summer of 1927 and the failure of the July 19, 1928, increase to be
followed by other increases when the need for them became evident in 1929,
The failure of the 1928 discount rate increases seems to be due principally to
the fact that the speculation situation was out of hand and the discount-rate
policy was not sufficiently vigorous and aggressive,

Chicago.—The change in our rediscount rate from 4%% to 4 per cent on June
14, 1924, was mainly for the purpose of bringing our rate more in line with the
rates which already existed for commerecial paper in the open market. We did
not follow the reduction in the rate of the Federal Reserve Bank of New York
on June 12 to 3% per cent and on August 8 to 3 per cent, but maintained our
rate of 4 per cent until September 7, 1927. While in 1924 the system policy
was designed to create an easy money market mainly for the purpose of render-
ing assistance to the foreign financial situation, our rate of 4 per cent, as com-
pared with 3 per cent of the Federal Reserve Bank of New York, did not prevent
this object from being attained. The reduction on September 7, 1927, from
4 to 3% per cent, which was made by order of the Federal Reserve Board, was
also mainly for the purpose of rendering assistance to the foreign situation and
also to help the export of our products to foreign countries. This reduction,
however, was not made with our consent, and our own board felt that it might
encourage further use of speculative credit, which would be more than oftfset by
any advantage that might be gained by reducing the rate. Our increases in
1928 to 4 per cent, 415 per cent, and to 5 per cent on July 11, 1928, were made
for the purpose of discouraging any further increase in speculative credit, but
these increases had little, if any, real effect, as call money for brokers’ loans
was in strong demand during 1928, increasing from 4 per cent at the time of
our first rate increase in January to 5 per cent on April 20, the day we increased
our rediscount rate to 4% per cent, and to 6 per cent about the time we in.
creased our rate, on July 11, to 5 per cent. From July 11, 1928, until the stock
market collapse on October 23, 1929, call money fluctuated from 6 to 12 per cent,
and these high call-money rates dominated all the money rates in this country,
drawing money from Europe and other parts of the world as well as tremendous
amounts of domestic funds owned by corporations, firms, and individuals to be
loaned in the call market, thereby making the Federal reserve rates entirely
ineffective and nullifying the effects of the sale of securities from the system
open market account, such sales being made for the purpose of controlling the
situation through these operations when approval of increases in the rediscount
rates could not be obtained from the Federal Reserve Board. The reductions
which occurred in our rediscount rates beginning November 23, 1929, up to the
present time, resulting in a decrease of fully 2 per eent in our rediscount rate,
were made, generally speaking, to assist in the recovery of business after the
stock-market break in the fall of 1929, and while doubtless it has removed any
obstacle that might be in the way of recovery of business due to interest rates
business has not recovered to the extent that it had been anticipated by the
reduction in these rates.

During the periods of a strong speculative demand for credti it is the New
York call-money rate that dominates the situation rather than the rediscount
rates of the Federal reserve banks. It is the most powerful influence in affect-
ing money rates that we have in this country, and has prevented the Federal
reserve system from keeping control of the money market either through open-
market operations or by increases in discount rates.

Clevelgnd.—In the main the results achieved by our rate changes have met
our expectations. Ordinarily changes in our discount rates reflect the develop-
ment of conditions within the district affecting the welfare of our member
banks, or of conditions developing outside our distriect which influence such
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welfare to a point which justify more restrictive or more liberal policies with
respect to the use of our credit facilifies.

Dallas—This question may be answered in the affirmative in so far as
Federal reserve-bank rates are influential in this district. In the period from
May 7, 1928, to February 7, 1929, administrative control was an important
~econcomitant factor with rate increases and became of increasing importance
‘up to and including October, 1929,

Kansas City—We know of no means of divorcing the effect of rate changes
From other factors so that the influence exerted by raising or lowering the
discount rate may be measured. The direct effect is naturally slight in any
distriet such as ours, where even the higher discount rates are considerably
under rates charged by the banks on most of the customers’ loans. Our opinion
is that the only important influence exerted by rate changes in this distriet
is indirect to the extent that reductions in rate call attention to continucd
or anticipated easy money conditions and increases serve as wurnings of possible
stringencies.

Minneapolis—Changes in rates of rediscount have brought the desired results.

New York—During the period from 1924 to 1927, inciusive, it is our opinion
that in general the changes in the rates of discount were reasonably effective,
although, of course, Federal reserve policy was only one of the influences on
the situation. In particular the rate of increase of bank credit and the move-
ment of gold appear to have been influenced by rate changes. The increases
during the years 1928 and 1929 were not completely effective. This latter
period was one fraught with unusual difficulties. The very rapid increase in
brokers’ loans “ for the account of others” was a circumstance which in consid-
erable measure offset the effectiveness of increases in the discount rate. While
the experience of the reserve system with the discount rate is too brief to make
possible the drawing of positive conclusions, it is, nevertheless, our view that
had the increases in rate during this latter period been made more promptly
and been larger they would have produced the desired result., Bank credit
proved fairly responsive to rate changes.

Philadelphie.—It is apparent, we think, that the motives of the board of
directors of this bank in changing discount rates, were to make cur raie
harmonize with the rates for credit prevailing in the markets at the times
when such changes were made. On March 26, 1929, our board raised the rate
with the idea of controlling or checking speculation, but that change was not
approved by the Federal Reserve Board. The resolution was repeated in April
3, 1929, to expire by limitation unless approved by the Federal Reserve Board
prior to April 6, 1929.

Richmond.—We believe that the changes made in rates of rediscount when
made met the situation in this district, as we saw it, and did accomplish or
assigt in accomplishing the desired result.

8t. Louis—Except the psychological effect changes in rates made little differ-
ence, except in St, Louis, where a reaction to the changes was apparent.

San Francisco.—It will be seen from the foregoing answer that adjustments
usually were made to bring our discount rate into harmony with the trend (at
least) of interest rates.

3. Has the experience in your distriect shown that discount rate changes
have been better timed on upward or downward movements?

Atlanta—It is our belief that our rate changes were all properly timed.

Boston—In most cases the discount rate changes were better timed on the
downward movements because reductions are more popular than increases.

Chicago.—Generally speaking, over a long period of years we believe that
the reductions have been better timed than the advances.

Cleveland.—Discount rate changes in this district appear to be more effective
on the upward movements in influencing the use of our credit.

Dallas—Changes better timed on downward movement.

Kansas City—As indicated in the answer to question 2, determination of
questions of this kind is difficult. We believe, however, that changes have been
better timed on downward movements, and that revisions upward have some-
times been delayed more than would have been advisable.

Minneapolis.—We believe discount rate changes have becn equally well timed
with both upward and downward moveinents,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 767

New York.—Chart B shows the changes in discount rates during the period
from 1922 to 1930, inclusive, in relation to a number of other factors. A com-
parison of the rate changes with the changes in the other factors will possibly
indicate that reductions in rate have been a little better timed than have in-
creases. In making this comparison it should be noted that the factors listed
largely relate to domestic developments. Due weight should also be given to
the importance of movements of gold. Over most of the period there was a
decided tendency toward gold imports into the United States, a tendency
which was accclerated by any increase in discount rates. These gold imports
had the effect in this country of building up reserves too large for comfort and
tending to inflation, and had the effect abroad of raising money rates and
interfering with the return of foreign countries to monetary stability, thus
injuring our forcign trade. Under these circumstances a rate adjustment
somewhat lower than would ordinarily be called for on the basis of domestic
eonsiderations alone was probably wise.

Philadelphia.—As our rate changes have been made to meet conditions, rather
than to affect them, our experience does not enable us to answer this question.

Richmond.—Downward.

St. Louis.—Better timed on downward movements.

San Francisco.—{See answer to question 2.)

4. Is the efficacy of discount rate changes enhanced by large rather than
small changes?

Atlanta—The efficacy of discount rate changes is enhanced by large rather
than small changes.

Boston.—The English policy of increasing discount rates by a full per cent
and reducing by a one-half of 1 per cent at a time appears to be more effective
in accomplishing results than our practice of making more frequent but smaller
changes. To be emphatic, discount rate changes should be fairly large and
made at only infrequent intervals.

Chicago—Our opinion is that when a strong speculative demand for funds is
under way an increase in our rediscount rates of 1 per cent is more effective
than one-half of 1 per cent, and that when there is a slackening of demand for
speculative credit and other ecredit that adjustments downward of one-half -per
cent at a time will better fit the situation.

Cleveland.—In our judgment, it would be on upward movements, although this
expression is based upon opinion rather than experience. There have been but
two occasions in the history of this bank when rates were changed more than
one-half per cent. In January, 1915, the rate on 60 to 90 day paper was reduced
from 6 to § per cent, and on January 28, 1920, the commercial paper rate was
advanced from 5 to 6 per cent.

Dallas—Efficacy of rate change in this districet is but slight and almost
wholly psychological. It docs affect the rates paid by commercial banks on
bank balances and to a limited extent the rates to certain classes of borrowers.
We are inclined to favor changing the rates upward by a full 1 per cent and
downward by a one-half of 1 per cent.

Kansas City—Yes; but large changes should be made only under unusual
conditions, and when the need is clearly apparent. Otherwise harm may be
done by overemphasizing the situation to be corrected. We have made no rate
changes greater than one-half of 1 per cent.

Minneapolis—Theoretically large ehanges in the discount rate are more
effective than small, but practically in this district credit conditions are not
appreciably affected either way.

New York—The limited experience of the reserve system with discount rate
changes hardly offers an adequate basis for generalization. On the only two
oceasions when increases of 1 per cent were made—in 1920 and 1929—these
changes appear to have been moderately effective, though the events of these
periods were so confused that it is impossible to discriminate between the
influence of rate changes and the influence of other factors. There were a
number of other occasions when rate increases of one-half of 1 per cent appeared
to be influential upon the movement of bank credit, as, for example, in the
spring of 1923, the spring of 1925, and the summer of 1926. The influence of
the rate change appears to depend on the situation, but, generally speaking, it
does appear that larger increases are likely to be more effective than smaller
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ones. As far as rate decreases are concerned, the evidence is not convincing
either way.

Philadelphiec.—We feel we have not learned enough from our experience to
answer this question positively. 'The belief is entertained by banks that the
rates should be advanced by larger amounts—say, 1 per cent at a time—and
reduced by smaller amounts—say, one-half per cent.

Richmond.—By small changes downward and by large changes upward.

St. Louis—Increases in rate should be by 1 per cent, decreases by one-half
per cent,

San Francisco—Credit is more sensitive to a sharp advance than to a sharp
decline.

5. Do member banks tend to transfer increases in rates of rediscount in the
form of higher interest charges to their own customers? Summarize the effects
of changes in rates of rediscount on rates of interest charged on agricultural,
business, and security loans.

Atlanta.—The increase of a rediscount rate naturally tends to stiffen money
rates, and a horrowing member bank would naturally pass the increased rate
to its customers. It is not felt that this practice applies to our country banks,
whose rates are generally stationary.

Boston.—About the only member-bank rates which reflect changes in the
Federal reserve discount rates are the rates made on loans by city banks to
their country correspondent banks, and also to a very limited extent on the
loans made by a few of the larger city banks to competitive commercial bor-
rowers who are in a position to shop around not only between banks in a given
locality but also between banks in several of the larger financial centers. In
other words, rates on commercial loans to customers are affected by discount-
rate changes only in the case of the larger borrowers. Commercial rates in the
outlying country banks are practically stationary at all times, regardless of
open-market conditions, and even those in the second and third size banks in
the larger communities are sensitive to open-market influences only after a sub-
stantial period has elapsed. On the other hand, discount-rate changes appear
to be reflected fairly promptly in open-market rates for acceptances, certificates
of indebtedness, and stock-market loans.

Chicago.—In the larger cities advances in the discount rate made at a time
when the member banks are materially in debt to the Federal reserve bank
naturally result in an upward adjustment at the counters. This tendency is
not so noticeable under conditions where the banks are operating within their
own independent resources. Agricultural loans are usually made by rural banks
and rates are generally materially above the Federal reserve rediscount rates.
Changes in rates of rediscount, therefore, have little or no effect on agricultural
loans. Banks, particularly in the larger centers, usually give decided prefer-
ence to commercial business in a freer lending policy, and lower rates of interest
than on security loans; hence declines in rediscount rates are likely to be more
quickly reflected in commercial loans than on security loans. Conversely,
advances in rediscount rates tend to result in an earlier increase in rates on
gecurity loans. These references to security loans apply to those of individuals
and brokers in this district and not necessarily to the call-loan market in New
York.

Cleveland.—In general practice, the overcounter rate to the ordinary bor-
rower, commercial or agricultural, is not increased. Rates are inereased to
borrowers who have a national market for their paper and whose borrowing
rates normally bear a closer relationship to reserve bank rediscount rates, as
well as to local borrowers of the preferred class. On collateral loans the over-
counter rate to the ordinary customer is not changed, but borrowers who usually
enjoy a preferential rate because of their high credit standing, the value to the
bank of their acecount, or the quality of collateral security offered may have to
meet an increase in their rate when our rediscount rate is advanced.

Dallas.—Such changes do not affect rates on agricultural loans. They affect
business rates only in competitive eategories. Changes in rates, according to
our observation, affect security loans more than any other class. Following you
will find a tabulation and chart reflecting changes in our rediscount rate and
changes in rateg charged by commercial banks on business and security loans
over a period of years.
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Eleventh Federal reserve district discount rates

[Arithmetic average of rates in Dallas, Houston, and San Antonio]

PRIME COMMERCIAL PAPER WITH MATURITY OF 90 DAYS OR UNDER

Month 1622 1923 1924 1925 1926 1927 1928 1929 1930
Japuwary_ __.______._..__ .. 6. 42 6,17 | ... 5.83 R E8 5.21 521 5. 67 6. 08
February. 6. 23 6.00 633 8,67 5.83 5.83 5.29 5.75 6. 00
Mare - 6. 33 6.33 6. 33 5. 58 5.92 592 5.25 6. 08 6. 00
April_. . 842 €33 6.00 5. 50 5.79 579 529 6,00 5.83
May.. 6. 42 6.33 5. 67 5,50 5. 58 5.58 5.29 6.00 3.83
June. . 6.50 6. 17 5.96 5.92 5.32 5,33 .32 6. 08 5. 50
Inly... 6,33 6. 00 5.02 5.83 5. 50 5. 50 5. 50 €08 5,60
August.. 6.33 6.33 5.83 5,67 500 5,00 579 6.08 5. 50-
September. Ll 617 6.25 5.50 571 5.21 5.21 5.92 6. 08 542
Octoher.. . .| 6.33 6.33 567 571 529 5.29 6. 00 6. 00 5.50
November. .. 6832 6,25 6, K75 5.21 5.21 6.00 6.13 542
December. . ....o.oo. ... 583 6.33 5.83 5.7. 5.25 5,25 5.92 5.92 5.33
COLLATERAL LOANS—TIME
January. 6.83 6.67 |- ... .1 6.5 6.00 6.17 6.17 6.33 6.83
February. 693 6. 67 7.00 6,47 6.17 6.17 6.33 6. 50 6.83
March___ 6. 67 6. 67 7.00 6. 17 6.33 .33 6,17 6. 58 6,83
7.00 7.00 6.33 6. 50 6.17 6.17 6. 08 6. 67 6. 58
6. 83 £.83 6. 87 6.3%3 6.17 6,17 6. 00 6.47 6. 50
6. 83 7.17 6.33 6,17 6. 00 6.00 6.17 6. 67 6. 50
6. 67 6. 67 6.33 6. 17 6.17 6.17 6.17 6.83 6. 50
6. 67 6.83 6,17 6. 00 6.00 6.00 6.33 6.83 6. 58
6.83 7.08 6. 33 6. 00 6,00 6,00 6. 00 6.83 6.33
6. 83 6.83 8,33 6,00 6.17 6.17 6. 58 6.83 6.33
.17 6, 67 6.17 6.33 1 6.00 6. 00 6. 58 6.83 6.33
6. 67 6.92 6. 50 6. 60 6.00 6.00 6.33 6.83 6. 25

Kansas City.—No. In general, changes in the Federal reserve bank rate
are not passed on to customers of member banks in this district, either on
agricultural, business, or security loans. In so far as changes in the discount
rate call general attention to ease or firmness in money conditions, such
changes do have an effect on rates charged those borrowers who are in a
position to shop for credit, such as well-known industrial or business concerns
and large seale individual borrowers. Rates to other borrowers are not
affected. Rates charged borrowers by country banks in our district are so
standardized that they are not affected, generally speaking, even by extreme
changes in money conditions.

Minneapolis~—(a) City banks do, country banks do not.

(b) The discount rate of the Federal Reserve Bank of Minneapolis does not
affect the rate which agricultural borrowers pay.

New York.—There is a tendency on the part of member banks to transfer
increases in rediscount rates to their customers. This is particularly marked
in the case of the larger banks and in their dealings with customers of estab-
lished credit standing who generally receive the benefit of the best rates.
Probably more than 80 per cent of the banks in this district charge but one rate
of interest in all seasons and to practically all customers, namely, 6 per cent.
Customers of these banks are not affected by changes in the discount rate.
Effects on different borrowers may be summarized as follows:

(@) There is probably no effect on the rates of interest charged on the bulk
of agricultural loans in this district.

(b) There is probably ng effect on rates of interest charged by banks outside
of the large cities on business loans, nor on loans to the smaller business
concerns by practically any banks. Rates charged business concerns with an
established high-credit standing and, therefore, able to obtain credit in the
open market, and with accounts in several localities, are affected.

(¢) In the smaller banks there is probably no change in rates charged on
security loans., In the financial centers rates charged on such loans would
tend to be raised with increases in reserve bank discount rates. In addition
to the effect on interest rates, discount rate increases affect the availability of
credit by making banks more careful in their lending policies.
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Philadelphia.—As to business loans, in Philadelphia changes in our rates
affect the rates of interest charged on all loans, except those of customers of
quite moderate capital. In the other large cities of this district our changes
affect local rates scarcely any. In the argricultural communities never less
than 6 per cent is charged on agricultural loans, hence our changes in discount
rates have no effect on such loans. Collaterally secured loans: The great bulk
of such loans originate in the largest cities, and the rates on them do vary with
changes in the Federal reserve banks’ discount rates, The rates on loans made
by banks in the smaller communities on local securities are not affected by
such changes,

Richmond.—Generally no. This is a 6 to 8 per cent district, and our redis-
count rate has practically no effect on rates charged by member banks to their
customers. Concessions are made to those borrowers who can eommand com-
petitive credit in the larger centers, where money rates or the rediscount rate
may perchance be lower.

8t. Louwis—Yes. Changes in discount rate have little effect in the eighth
district, except in the city of St. Louis, where rates to customers of member
banks tend to move in accordance with our rediscount rate.

San Francisco—Agricultural rates, the district over, vary from 6 to 10 per
cent ; very little of the former; average about 8 per cent. In important metro-
politan centers large commercial borrowers are affected by changes in Federal
reserve discount rates. Customers of banks in agricultural communities are
not affected by Federal reserve rate changes.

Counter rates of San Francisco
banks Open market
New London
Discount rate From—| To— Com- a?:{c%rpkt- accept-
changed g%ggg Security] mercial | New | ances, 3;‘1’1153%8
Month e |, (ot | paper, | York|90days
mercial brokers)! 4-6 call
months
1924
4341 4.39 4.09 3.29
4341 4.33 4,07 3.54
414484} 4.04 4.04 3.20
4151 4.21 3.95 3.07
, 4%/4—43}//2 g% 3.3&; ggg
10,1924 ._._._. 314-3341 2. 2. 3
June 10, 5 3%2:31//5 2.10] 2 ;)(1) g.gg
Aug. 25,1924 .. _____ 3 -3l 2.00 2, 3
&5 . 334 2071 2.33 3.74
3 -314| 2.32 2.21 3.72
31{-314 2.42 2.37 3.72
314-3%4| 3.49 2.89 3.73
31| 3.82 3.00 3.80
334] 3.60 3.08 3.83
4 |3.97 3.25 4.48
4 13.86 3.14 4.30
33{-4 | 3.82 3.17 4.59
3%-4 1 3.97 3.25 4.4
3%-4 1 4.09 3.25 4.35
4 414 4.19 3.27 3.94
4141 4.62 3.50 3.68
414-4341 4.87 3.580 3.57
Nov. 23, 1925 41{-4341 4.74 3.50 3.92
417-4141 5.32 3. 50 4.67
}
1926
________ January..._. . 5 5156 417-414| 4.33 3.67 4.76
- © 5 bl Ble6 414| 4.85 3.63 4.31
- 5 -6 5 -8 414-4151 4.55 3.83 4.37
- 5 -6 54 -6 414-415) 4.06 3.42 4.33
- 5 -bY4| 5l5-6 4 1381 3.20 4.37
. 514-6 4 14.15] 3.32 427
- 5 514l & -6 4 -4l41 4.27 3.38 4.28
- 5 -b% 5Y4| 41{-414| 4 52 3.57 4.45
- 5 -5l5| 5 -5l 414-4%4) 5.02 3.88 4,54
5 -514| 5 -Bl4l 414434 4.75 3.88 4. 69
- 5 -5l 5l4-8 415 4.56 3.79 4,57
________ 5 -5l4 5 -6 4141 5.18 3.83 4,53
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Counter rates of San Francisco Open market

banks
}I}I::IV( London
Discount rate accept-
From—{ To— Com- accept-
changed Q(Jﬂdn&;g Security| mercial | New | ances, |q 3’53%5
Month %Om_ (not paper, { York:90days
mercial brokers)| 4-6 call
months
1927
January ... 5 -8 5 -6 4 -4 4.32 3.69 4.17
February.....| 5 -6 5 -6 4 -4l4) 4.03 3. 69 4.19
5 -6 4 4141 4.13 3.63 4.33
5 -6 4 44| 4.18 3.63 4.04
5 -6 4 4141 4.26 3.683 3.88
5 -6 4141 4.33 3.63 4.34
5 -6 4141 4.05 3.50 4,33
5 -6 4 |3.68 3.13 4.33
Sept. 10, 1827 September____| 41555 5 -8 4 |383 3.13 4.32
October_...._. 415515 5 6 4 |3.90 3,25 4.32
November....| 415-514 5 -8 4 1360 3.25 4,33
December_._.. 5 -6 5 -6 4 14,38 3.25 4,31
5 -6 4 1424 3.36 4.19
Feb. 4, 1928...._..__ ; 5 -6 4 4.38 3.51 4,18
i t 5 -6 4 -4Y4| 4.47 3.52 4.12
5 -6 414-414| 5.08 3.81 4.02
514-6 414/ 5.70 3.94 3.97
June 2, 1928 515-6 434-5 | 6.21 4,05 3.82
5156 5 54| 6.05 4,32 3.99
5156 51{-514| 6.87 4.62 4.27
5166 514-5%| 7.26 4,50 4.23
51456 514 6.98 4. 50 4.35
514-6 51{~514| 6.67 4,50 4,38
5156 | 514-515 8.60 | 4.50 4.37
514-6 514-5%4| 7.05 4.84 4.37
515-6 514 7.06 | 5.15 5.05
8 5%-6 | 9.10 5.34 5.33
8 6 | 889 5,46 5,21
May 20, 1520 6 6 | 801 5.48 5.21
6 -7 6 | 7.70 5. 49 5.32
6 -7 6 10.23 5.16 5.38
August____..__ 6 6 -7 6 -bl4) 8.23 5.13 5.47
September__..| 53;-6 6 -7 64| 8.50 5.13 5. 59
October__.____ 5346 6 -7 64| 6.43 5.01 6.13
November....| 5%-6 6 -7 514-614| 5.44 4,23 5.35
Dec.6,1829 _________ December..__. 53{-6 6 614 5 14.83 3.90 4.76
8 -6l4| 434-5 ) 4.64 3.88 4.07
6 -614| 4le-5 |4.32 3.81 3.82
Mar. 21, 1930...... . 6 -6lpl 3%3{-4%{! 3.69 3.13 2.78
8 -6lg 334 |4 2.94 2.48
6 34 [38.12 2. 50 2.18
] 314-3% 2.62 2.13 2.31
515 38 -3lsl 2.20 1.88 2.387
Aug. 8,16830....__.__ 5 -5l 3 {221 1.88 2.21
; 5% 3 {219 188 2.07
QOctober__ -5L51 5 3 12 1.88 2.09
-{ November. 514 5 -6 284-3 | 2 1.88 2.18
5 -6 23%4-3 | 2.23 188 [o_.....

December... . ‘ 4145-5

[From Monthly Review of Business Conditions, San Francisco, Calif,, Aprit 21, 1930]
INTEREST RATES IN THE TWELFTH FEDERAL RESERVE DISTRICT

Certain relationships between the discount and acceptance buying rates of the
Federal Reserve Bank of San Francisco and various rates charged customers
of commercial banks in the twelfth district may be observed in the recorded
movements of interest rates. These relationships are most clearly defined in
San Francisco, the principal money market of the district and the banking
center in which borrowings from the reserve bank usually are in greatest volume.
The more important of them may be illustrated in a comparative study of the
following rates:

(1) The reserve bank discount rate.

(2) The reserve bank buying rate for 80-day acceptances.
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(3) Weighted average rates charged customers by a group of member and
nonmember banks for loans on:

(@) Prime commercial paper eligible for rediscount.

{b) Time and demand loans secured by prime stock exchange collateral.

(c) Commodity paper, or loans secured by warehouse receipts.

The rates just enumerated are shown in the accompanying chart, which pre-
sents them for San Francisco only. Changes in the discount rate have ordinar-
ily followed rather closely upon the major downward or upward movements
of the acceptance rate during the past 10 years, and the latter rate has been
lower thlan the discount rate during the entire period, with but one exception
in 1929,

The interest rate on prime commercial loans is particularly significant in that
it reflects the ever shifting balance between demand for commercial eredit and
the available supply of funds and thus may be taken as fairly representative of
open market rates in San Francisco. Comparison of the commercial paper rate

PER CENT

T
i DEMAND SECURITY LOANS

63

I

COMMODITY PAPER RATE / A
'0--."
y i

6 - ¥ ]

- “‘ 'r~~“..-‘ , I P
—_\s. "s~_.'l' ~——tf \

s¥ V

COMMERCIAL PAPER RATE : -:
ﬁ P [ %
a
s
F

4%

e
i

REDISCOUNT RATE

-'”h.r'.

maet T

4 .

[
ponded o r: :
: {
[}
]

mey [] 3
agf—y+ ol
td Lansd
BUYING RATE ON 90 DAY ACCEPTANCES
YN RN S A T N RN IR T NN R E SR AR R INCH I AN
1926 1927 1928 1929 1930

INTEREST RATES, SAN FRANCISCO

Commodity paper loans, demand security loans, and commercial loans—average rates at
middle of month.

Discount rate, Federal Reserve Bank of San Franeisce.

Acceptance rate, Federal Reserve Bank of San Francisco.

in San Francisco with the discount rate shows that the former has followed
a course almost consistently at a level of about 1 per cent above the discount
rate. Whether continuing previous trends or reversing them, the more important
changes in this rate ordinarily have occurred within a period of a few weeks
after changes in the discount rate have been made, both rates moving in the
same direction. Observation of the chart also shows that shorter period fiuc-
tuations of the commercial paper rate have conformed reasonably well with the
pattern of the reserve bank’s acceptance buying rate, allowing for the lapse of
a relatively brief period of time. But this timing of the movements has not
been entirely uniform.’ Twice since 1926 (late in 1927 and during recent months)
the commercial paper rate has failed to adjust itself to the average differential
of 1 per cent above the discount rate within the usual period of time and its

*As indicated later om in this discussion the acceptance buying rate of this bank is
practically identieal to that of the Federal Reserve Bank of New York which in turn is
influenced chiefly by open-market rates in the national money market.
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reactions to changes in the acceptance buying rate have been retarded. During
both of these periods of retarded adjustment betweeen the rates there has been
considerable recession in general business activity.

TENTHS OF ONE PER CENT
20

A
Vm \_ ,\[V

15

10 |
5
o ig26 1927 192¢ 1929 1830
DIFFERENTIAL BETWEEN DISCOUNT AND COMMERCIAL LOAN RATES, SAN
FRANCISCO

The base line of this chart represents the discount rate of the Federal Reserve Bank
of San Francisco. That rate is shown as a straight line regardless of changes in it,
and the difference between the discount rate and the rate on prime commercial loans
in San Francisco, in terms of tenths of 1 per cent, is shown by the irregular line.

Rates on security loans have followed the commercial paper rate rather
closely, but at a level approximately ‘one-half of 1 per cent above that rate.
The widening of this differential during the last half of 1929 was due almost
entirely to the action of securities markets during that period. There has
been less fluctuation in commodity paper rates than in either prime commercial
or security loan rates, and they have constantly been maintained at higher
levels than have rates on paper eligible for rediscount at the reserve bank.
The more important factors influencing commodity paper rates appear to have
been the longer-term trends of other rates and of supply and demand conditions
in the money markets.

It may be said that the various over-the-counter and open-market interest
rates in the twelfth district, as represented by San Francisco, move in differ-
ent planes, and that their main trends are similar to the main trends of the
reserve bank’s discount rate, while their shorter-term fluctuations are more
nearly like those of the reserve bank’s acceptance-buying rate. Furthermore, it
is evident that the discount rate is influenced by the major upward and down-
ward movements of the aceeptance-buying rate. These facts may be related
to the national money market by observing that the acceptance-buying rate
of this bank has been maintained practically identical to the corresponding
rate of the Federal Reserve Bank of New York during recent years. Changes
in that rate occupy about the same position with respect to other rates in New
York as in San Francisco, and in New York are particularly sensitive to the
fluctuations of open-market rates. It is evident, therefore, that the course
of interest rates in San Franecisco, particularly the more sensirive open-market
rates, presents about the same picture as does the course of similar rates in
New York, the San Francisco rates generally moving at slightly higher levels.

Commercial loans, San Francisco, average rate at middle of month.

Commercial loans, New York, averate rate at middle of month.

Commercial paper, New York, monthly average open-market rate on four
to six months prime commereial paper.

Acceptances:

(Heavy line) monthly average openh-market rate on bankers’ 90-day
acceptances, New York City.

(Light line) buying rate on 90-day acceptances, Federal Reserve Bank
of New York.

6. What has been the effect of high or low rates of rediscount on increases
and decreases in the volume of member-bank borrowings?

Atlanta.—The volume of member-bank borrowings has been little affected by
high or low rates of rediscount. With few exceptions, our member banks
borrow for actual requirements, regardless of the rate,
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Boston.—Member-bank borrowings tend to drop following a rise in Federal
reserve discount rates and to rise following a drop in discount rates. This,
however, is only a general tendency, and exceptions are not difficult to find. For
example, member-bank borrowings continued to rise with only seasonal inter-
ruptions throughout 1928 and the first half of 1929, in spite of steadily rising
discount rates in 1928. This, perhaps, was due, as indicated above, to the fact
that the increases in the discount rate throughout this period were not suffi-
ciently prompt nor aggressive.

Chicago.—The periods during which our highest discount rates have been
current have been attended by the strongest demand from member banks, and
the effect of increased rates thereon did not materialize until some time had
elapsed after such rates hecame effective.

Low rates of discount do not appear to have increased member-bank borrow-
ings to any appreciable extent.
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INTEREST RATES IN NEW YORK AND SAN FRANCISCO

Cleveland.—With the exception of 1928 and 1929 increases in our rate appear
to have checked any tendency to excessive borrowing. It is observed that in
1924 and 1927 the reduction in rates was followed by increased rediscounting,
largely seasonal, however, in both instances. In 1928 successive rate increases
did not discourage borrowing until the rate was advanced to 5 per cent. In
1929 member-bank borrowing was at a level substantially in excess of previous
years, notwithstanding that the 5 per cent rate was maintained throughout
the year, It must be taken into account, however, that business acivity in
this district in 192829 was maintained at unusually high levels, (See accom-
panying chart.)

Dallas~—Slight.

Kansas City.—In this district very little noticeable effect. Increases over a
considerable period of time undoubtedly result in some stiffening of credit
policies of member banks and consequent reduction in borrowings, but because
of high commercial rates usually prevailing in the district, the effect is mostly
psychological. Reductions in rates should have opposite effects, but experience
does not indicate to what extent.

Minneapolis.—The volume of member-bank borrowings usually increases as
the discount rate goes up.

New York—Changes in the rates of rediscount undoubtedly have had their
effect upon the borrowings of member banks. Since guch changes in rate have
almost invariably been accompanied by open-market operations, which have a
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smore immediate effect upon the borrowings of member banks, and since there are
‘Ao other factors which affect discounts, such as gold movements and changes
-in currency in circulation, it is not possible to separate the effect of discount
rate changes, or to present any figures illustrating changes, which have taken
place. The effects of discount-rate changes are more apparent in member-bank
<credit than in the amount of reserve-bank discounts. It is clear from chart B
thaﬁt generally speaking, increased rates have tended to check credit expansion,

lower rates to encourage it. It appears clear from these movements that
'&e credit policy of member banks is responsive to changes in Federal reserve
rates. But changes in their borrowings at reserve banks are dependent not only
on their policy in advancing credit but more largely upon currency demand,
gold movements, and changes in Federal reserve holdings of acceptances and
Government securities.

Phriladelphia—In the larger cities, if monetary conditions are normal, in-
creases in our rates have a tendency to curtail rediscounting, but lowering
of the rate does not necessarily tend to increase borrowing. The lowering of
our rate generally is coincident with declines in business, which declines always
reduce borrowing from banks, In the smaller communities and rural districts,
where the prevailing rate for loans is 6 per cent, our increasing of the rate of
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discount has little effect on member banks’ borrowing until our rate goes above
5 per cent. Then it so reduces the profit on rediscounting that member banks’
borrowmg is somewhat affected. With monetary conditions abnormal, as they
were in 1928 and 1929, the raising of our rates presumably only would act as
a warning, indicating that we felt that borrowing was excessive and that the
credit available for additional loans was being used up, and that it would be
difficult to obtain the additional credit necessary to support further advances in
the market.

Richmond—We do not believe the rate has exercised a material effect on
borrowings for agricultural purposes, but in the cities the rate has the effect
-of restraining or encouraging borrowing.

St. Lowis.—Very little, if any.
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San Francisco.—High rates tend to lessen the borrowing of banks in metro-
politan centers. The borrowings of country banks are seasonal and are not
noticeably affected by rate changes in financial centers. Whether or not low
rates stimulated the use of Federal reserve credit by member banks depended
largely upon business conditions and the public’s ineclination to use credit
merely because it was for the moment cheap.

7. Should rates of rediscount vary trom reserve district to reserve district,
or should they be uniform throughout the entire country?

Atlanta.—They should be applicable to conditions in each district, modified
only by requirements of conditions in the United States or abroad, or te
comply with some formulated Federal reserve policy.

Boston.—In general, discount rates should be influenced (but not necessarily
controlled if national considerations dictate otherwise) by the supply of credit
in each Federal reserve district. Discount rates, therefore, need not necessarily
be identical in each Federal reserve district. The principal index or criterion
for determining rates is the relationship of the open market for prime bankers’
acceptances in those districts where there is an open market for them. In other
districts, it should be a combination of the rates charged in the local centers
on line of credit loans advanced by banks to those customers which are in a
position to shop around for loans in other cities, and the rates charged by
eastern correspondents in the case of those banks which prefer to borrow other
than from their local Federal reserve bank, In this way, even the interior
Federal reserve districts find their discount rate policies tied up to the open
market rate in the large financial centers and, therefore, frequently tend to
gravitate to the same level.

Chicago—While conditions may arise which would justify uniformity of
rates in all districts, as a general rule the rates should be regulated in accord-
ance with the conditions prevailing in the several districts.

Clevelund.-——We do not believe that the establishinent of uniform rates of
rediscount would be practicable. Changes in conditions, the effect of which
may be largely or entirely local, might justify changes in the rediscount rate
of the reserve bank whose district is affecteC. To raise or lower rates in
unaffected sections might easily prove to be a serious disturbance to business
in those areas. Also we believe that the fact that going rates of discount
charged by banks in the various sections of the country vary so widely raises
an effective barrier to the establishment of uniform rediscount rates.

Dallas.—A uniform rate throughout the entire country would be too arbi-
trary. The differences in rate will tend to narrow and rates will approach
uniformity naturally by reason of increased borrowings in districts where
rates are low and decreasing borrowings in districts where rates are high,
We think rates should be based primarily upon conditions existing in each
district and adjustments should be permitted to occur naturally. If rates were
arbitrarily made uniform it would destroy the principle of having 12 reserve
banks and tend to establish a central bank principle,

Kansas City.—The discount rate should have some relationship to bank rates
in the district. It follows, therefore, that discount rates should vary in the
different districts and that the discount rate in this district, where bank rates
are high and not responsive to changed money conditions, should frequently be
higher than the discount rates in districts which are not comparable to ours in
this respect. Differences in rates should not be great enough, however, to
cause an unnatural shifting of demands for Federal reserve credit from one
district to another.

Minneapolis.—The rediscount rates in districts which are largely agricultural
should not conform necessarily to the rediscount rates prevailing in the eastern
money centers.

New York.—Generally speaking the factors operating for or against uniform
discount rates throughout the country appear to be the following:

1. Movement of funds between districts—In a number of instances a differen-
tial in rates between districts has caused so large a flow of funds between
districts that it has become important to equalize the discount rates, though
the extent of this interdistrict flow of funds appears to vary greatly from time
to time, and ordinarily does not assume great importance.

2. Effect of rates on member bank borrowing.—The individual reserve bank
has to consider not alone the movement of funds to and from other districts,
but also the influence of its own rate changes on the borrowing attitude of its
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member banks. The rate has an important function in discouraging excessive
borrowing and encouraging necessary borrowing. Generally speaking this con-
sideration would usually appear to indicate the desirability of higher discount
rates in interior reserve banks than at New York, since customers rates are
usually higher in the interior,

3. The psychological effect—Probably the strongest pressure for uniform
rates has been the pressure from the business of a district upon a reserve bank
to give as favorable terms as the reserve bank of any other district.

Philadelphia—Rates of rediscount should be established upon conditions
existing in the district. As conditions vary more or less from time to time in
every district, discount rates in the different districts should vary accordingly.
It would be contrary to good principles to require them to be uniform. As a
matter of coincidence, they might at times be uniform in all or most of the
districts.

Richmond.—At times it may seem desirable to have uniform rates, but as a
rule there is no necessity for uniformity, nor is it believed desirable.

St. Lowis.—They should be initiated according to the needs of the various
districts and so will vary, but will work toward a uniform rate throughout
the country. There probably should be a differential in rate of about 1 per
cent between New York and the strictly agricultural districts.

Sen Fraencisco.—Rates should vary among the several districts under some
conditions. If there were one rate uniform in all districts, it would usually
be a rate determined in the principal money center, New York, and usually
be an improper rate in many other districts. There should also be at times
variation influencing the flow of funds from one district or section to another.

8. Have differences in rates of rediscount prevalent in the several reserve
districts affected the interdistrict flow of funds?

Atlanta—Yes; to some extent. Businesses of national scope seek the lowest
interest rate obtainable.

Boston.—The flow of funds between Federal reserve districts probably has
much less relation to Federal reserve discount rates than is sometimes
supposed. This flow occurs in payment of commercial transactions which
would take place in any case, regardless of discount rates, or else it occurs
in connection with stock-market loans. The latter represent usually surplus
funds which are being placed in the New York stock market in order to avoid
their remaining idle, and this transfer is made more or less regardless of
discount rates. Only in periods when conditions are more or less abnormal do
discount rates affect such transfers, and then probably only to a limited extent.

Chicago—To a moderate extent. As between Chicago and New York, large
commercial borrowers having borrowing facilities in both cities have borrowed
in the New York market instead of in the Chicago market when the New
York discount rate has been lower. However, as a general rule Chicago com-
mercial banks meet the rates offered to these borrowers by the New York banks.

Cleveland.—Yes, to some extent.

Dallas—Yes. In varying degrees, however.

Kansas City.—To some degree in this district.

Minneapolis—Yes. We believe they have quite appreciably affected the
interdistrict flow of funds.

New York.—There have been several instances when differences in reserve
bank discount rates in the various districts have appeared to infiuence the
interdistrict flow of funds. For example, in the spring of 1928, advances in
discount rates in several other distriets appeared to check, at least temporarily,
the flow of funds to New York; and near the end of 1929, a lower discount
rate in New York than in other districts clearly resulted in some flow of funds
to other distriets. Usually these movements have been hard to trace, partly
because considerable rate differentials have seldom continued over an extended
period.

Philadelphia.—As concerns the third district, to a moderate extent.

Richmond.—We believe it has.

St. Louis.—Yes; as between St. Louis and New York, and perhaps, to a small
extent between St. Louis and Chicago; but very little, if any, between St. Louis
and the other Federal reserve bank cities.

San Francisco—As for the San Francisco distriet, a prolonged variation
between its rate and that of New York would result in a considerable flow of
funds.

It would be in evidence to a lesser degree if the variation were with other
important Federal reserve banks, but it would not if the variation were with
Kansas City, Minneapolis, Richmond, Atlanta, St. Louis, and Dallas.
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9, Need rates of rediscount be changed frequently excepting at those reserve
banks located in the financial centers?

Atlanta.—They need not.

Boston.—In order to be most effective, discount rate changes should be at
infrequent intervals and sufficiently great in extent to lend emphasis to the
change. Frequent changes lose emphasis, and such control is better handled
through open-market operations. All ¥ederal reserve bank cities would appear
to be financial centers. The size and the nature of the business done in each
financial center, the gensitiveness of its money market to discount rate changes
and open-market operations should be the determining factors as to the policy of
rate changes, whether the finnacial center wag the center of local surrounding
territory primarily or subject to national and international influences in finance.

Chicago.—No.

Cleveland.—No; except on the basis of marked changes in conditions govern-
ing the use of credit in districts outside financial centers.

Dallas—Frequency of rate changes in any district depends primarily upon
the money market and economic conditions.

Kansas City.—No. The effect of rate changes in this district is largely
indirect and would be lessened if changes were made frequently.

Minneapolis—No; except as important changes in contiguous districts make
changes necessary.

New York—This question can be answered more appropriately by the other
reserve banks, since this bank has not sufficiently intimate knowledge of the
forces working upon an interior bank.

Philadelphia.—Discount rates should be changed as conditions require. That
may be at long intervals or frequently, depending upon circumstances.

Richmond.—We think not.

St. Louis.—Rates should be changed when the needs of any district make a
change desirable.

San Francisco—BEach Federal reserve bank city is a financial center, at least
in its own district, and while under some circumstances frequent changes would
be unnecessary, even at those reserve hanks located in the principal money
markets the interflow of credit between the San Francisco district and the
principal money markets is sufficient to indicate the necessity for carefully
considering and usually following the rates in such principal money markets,
especially New York,

10. Should the rate charged on member bank promissory notes secured by
Government obligations be above the yield borne by those obligations?

Atlante~—The rate on member bank promissory notes secured by Government
obligations should be the same as the rate on discounted notes secured by
eligible paper.

Boston—There appears to be no good reason why a disecriminatory rate
should be made either in favor of or against loans secured by Government
securities, A discriminatory rate, which is simply designed to be higher than
the yield borne by Government obligations, might result in sales of such obliga-
tions to the reserve banks or to the open market rather than discounts of such
obligations at the reserve banks.

Chicago.—Such rates should be the same as regular rediscount rates and
should have no relation to the yield of Government bonds.

Cleveland—The rate of return on Government securities should have no
relation to the rediscount rate.

Dallas.—Not unless this principle were uniformly applied to all forms of
borrowing.

Kansas City—Member banks should be charged the prevailing discount rate
at time of borrowing on such paper, without regard to the yield of the collateral.

Minneapolis—We believe that the member banks should be charged the going
rediscount rate regardless of the yield of Government obligations.

New York.—For some years past the discount rate has been almost constantly
above the yield rate on short-terim Government obligations, as shown in chart on
page 768, while it has but a part of the time been below the yield rate on long-
term Government securities. This situation seems likely to continue, especially
during the period when the Government is gradually reducing the amount of
its outstanding obligations; but other considerations in fixing discount rates
are so much more important than the yields on the particular paper offered as
collateral for loans, that there would seem to be no reason for establishing an
arbitrary rule in this regard.
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Philadelphia—The rate charged on loans secured by Government obligations
should depend upon financial conditions, not upon the rate of interest borne by
the obligation.

Richmond.—In our opinion the discount rate should bear no necessary relation
to the yield borne by Government obligations.

St. Louis.—Yes.

San Francisco—No. A uniform rate should apply to all borrowings. (See
answer to question 7 of questionnaire No. 7, for borrowing against United States
Government obligations.) To determine the margin of profit or loss the mem-
ber bank sustains in its borrowing operations, there should be taken the differ-
ence between the rate charged for the use of Federal reserve credit and the rate
collected in the employment of such funds.

The member bank’s earning position is not affected by reason of its selecting
2 per cent Government bonds instead of 6 per cent customers’ paper to facilitate
the act of borrowing at the Federal reserve bank.

11. Should a higher rate be imposed on the promissory notes of member
banks secured by Government obligations than on rediscounts of commercial
and agricultural paper?

Atlanta.—Not in normal times. A recurrence of a speculative era would
cause us to consider every means to restrict the abuse of reserve credit.

Boston.—This is a debatable question. At any rate the Federal Reserve
Board and the Federal reserve banks have ample authority under the present
law to establish different rates on different classes of paper, and it might be
desirable to try out the suggestions for varying rates when a favorable oppor-
tunity occurs.

Chicago.—No.

Cleveland—No. Borrowing or rediscounting is the result of a need for
funds to meet demands or other current operations of member banks. When
they borrow, it will be on the collateral which will give them the advantage
of the best rate and involve the least labor and inconvenience on their part.

Dallas.—No.

Kansas City—No.

Minneapolis.—No.

New York.—There is no particular advantage in establishing a higher rate
upon borrowings secured by Government obligations than on rediscounts of
commercial and agricultural paper. The practical effect of such a rate policy
would be merely to change the form of borrowing by member banks. There
have been only rare instances where member banks borrowing on the security
of Government obligations could not have borrowed equally well upon the
security of eligible paper taken from their own portfolios. The fact is that it
is considerably more convenient for banks to borrow against the security of
Government obligations, and for this reason they do it. This practice is
followed by a large number of country banks which like to carry a block of
Government obligations feeling that they represent a secondary reserve against
which they can readily borrow in case of need, and in practically all cases
where Government bonds are owned, borrowing will be against them before
resorting to the use of eligible paper, purely as a matter of convenience. In
the interests of sound banking it is desirable for banks to carry a reasonable
amount of Government securities in their investment account, and their ability
to borrow upon them encourages them to do this. In many cases if borrowing
could not be accomplished on governments, except at a higher rate, banks
would be inclined to substitute bonds of a higher yield but lower quality. The
principal result would be to reduce the liquidity and soundness of banks, and
that would be undesirable. This question relates closely to questions No. 7 and
No. 8 of questionnaire No. 7, in the replies to which the principles here involved
are discussed more fully.

Philadelphia.—No,

Richmond.—We think not. Loans on Government obligations are often used
by banks in this district for commercial and agricultural purposes.

St. Louis.—No. It would be desirable always to have a discount rate above
the rate that can be procured by customers who are enabled to get the benefit
of a competitive money market.

San Francisco.—No. The earning capacity of investments (whether United
States bonds or promissory mnotes or bills of exchange) used as a basis for
obtaining credit at the Federal reserve bank is not important. For instance,
if the rate of discount is 4 per cent and the average worth of loanable or invest-
ment funds to the member bank is 5 per cent, the use of Federal reserve funds
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gives a profit of 1 per cent. This profit is neither enlarged nor diminished by
the earning rate on the specific collateral or paper used as the basis for obtain-
ing the funds from the Federal reserve bank.

It would be a mistake to say the borrowing bank lost 2 per cent if the
specific collateral pledged to secure an advance were yielding 2 per cent, or it
made a profit of 2 per cent if the specific notes discounted yielded 6 per cent.
A bank might wish to borrow a given sum at 4 per cent to relend in a given
transaction at 8 per cent. It would not change the rate of profit if the bank
used as a basis for obtaining the funds at the Federal reserve bank its promis-
sory note secured by United States bonds yielding 2 per cent or discounted its
customers’ paper yielding 6 per cent.

12. Would the imposition of such discriminatory rates help to prevent the
seepage of Federal reserve credit into speculative security loans?

Atlanta~—It might, but it should not be applied, if at all, except in the
emergency of a speculative era, and then it should be considered in connection,
with other legitimate remedies.

Boston.— do not believe that discriminatory rates would prevent the
seepage of Federal reserve credit into speculative security loans.

Chicago.—No.

Clevelgnd—If the rate were sufficiently high, yes; but such rates would
penalize warrantable and necessary borrowings by many of our member banks.

Dallas—We think not.

Kansas City—No. This can best be controlled by direct pressure on offend-
ing member banks.

Minneapolis—No. We do not think so.

New York.—The application of discriminatory rates on loans secured by
Government obligations would have very little, if any, effect upon the use made
of the credit thus released. There is no reason to suppose that credit obtained
through the discount of notes secured by Government obligations is more likely
to be used for speculative purposes than credit released through the rediscount
of commercial and agricultural paper. When a bank adjusts its reserve posi-
tion and finds it necessary to borrow to do so, it does not concern itself with
the method of borrowing, but only with the fact of needing to adjust its re-
serves, and if loans secured by Government obligations carried a higher rate
than those secured by commercial and agricultural paper, very few such loans
would be made. The type of collateral offered for a loan, according to our
experience, has little, if anything, to do with the use made of the proceeds, and
digeriminatory rates would only be effective after banks had borrowed to the
limit of their capacity on eligible paper. Such capacity is too great to permit
of reliance upon discriminatory rates to check speculation. This question also
relates closely to questions No. 7 and No. 8 of questionnaire No. 7, in the replies
to which this question is discussed more fully.

Philadelphia.—No.

Richmond.—Not in this district.

St. Louis.—No.

San Francisco—No. This must be closely controlled by the discretionary
powers given to Federal reserve banks in the extension of credit to member
banks.

13. Would efforts at the control of credit be made more effective if rates of
rediscount should vary, as was once the case, with the maturity of the paper
offered for rediscount?

Atlanta.—Not in this district,

Boston.—Our experience has led us to believe that it is desirable for us to
maintain uniform rates on all classes of paper. believe that rates of
rediscount should not vary with the maturity of the paper offered.
believe that it would have little or no effect on the control of credit.

Chicago.—No.

Cleveland.—1It might; but it would probably result in banks requiring cus-
tomers to execute paper of short maturity, with a renewal privilege to cover
the customers’ normal liquidating period, for the purpose of obtaining the most
favorable rate should they find borrowing or rediscounting necessary.

Dallas—Probably to some extent, but such a method of control would be
dependent almost entirely on the liquidation of the paper offered.

Kansas City—Probably so, but in this district it would result in penalizing
the small country banks offering agricultural paper of long maturity. In fur-
therance of our policy of making the cost of Federal reserve credit equal to all
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member banks, it is our practice to permit rediscounts to be taken up at any
time and to rebate unearned discount.

Minneapolis,—In our opinion it would not.

New York.—There would seem to be little, if any, advantage in graduated
rates of discount according to the maturity of the paper offered. Such rates
would be somewhat discriminatory as between banks according to the character
of their portfolio. There would be little other result. The larger banks in the
financial centers ordinarily have the greater proportion of paper of short
maturity. Any use of graduated rates, therefore, would impose the burden first,
and to the greatest extent, upon the smaller country banks. It is believed
such rates would have little, if any, beneficial effect in the control of credit.
The volume of very short paper held by the reserve system both in discounts
and bills is so large that the amount of Federal reserve credit outstanding now
is adjusted to changing demand with great rapidity.

Philadelphia.—No.

Richmond—We do not think so; a higher rate on long-time paper would
have the effect of penalizing borrowers in agricultural communities.

St. Louts—No.

San Francisco—No. 1t would lead to subterfuge, shortening maturities, and
granting renewals, and be ineffective.

14. Should rates of rediscount stand above market rates of interest on bank
loans to prime customers in your district?

Atlanta.—They should not.

Boston.—Discount rates could not stand above market rates of interest om
bank loans to prime customers. A rate sufficiently high to accomplish this
could not be made effective. Even nation-wide borrowers who can shop around
from city to city pay rates that are anywhere from one-half to 1 per cent higher
than Federal reserve discount rates under ordinary conditions, and prime
customers who can not shop around from city to city pay an even wider
spread not infrequently.

Chicago—The rediscount rate under normal conditions should be kept at a
point equal to, or slightly in excess of, the minimum rates available to prime
customers in the large financial centers in this district.

Cleveland.—Under normal conditions; yes.

Dallas—We would answer this question in the affirmative were it not for
the existence of a large volume of agricultural paper in this district and the
high statutory contract rates applicable to such paper. As the situation now
stands if the rediscount rate were above the rate on bank loans to prime cus-
tomers it would be a discrimination against city banks.

Kansas City~—~No. Should this be done our discount rate would be higher
during much of the time than rates which could be made to our member banks
by large commercial banks in the financial centers, and would thus impair the
relationship between this bank and its members and occasion an unnatural
shifting of demands for Federal reserve credit from one distriet to another.

Minneapolis.—We believe it is impractical to charge a rediscount rate higher
than the commercial rate.

New York—The answer to this question depends largely upon one’s judgment
as to the probable cousequences of an attempt to place the discount rate above
the bank customers’ rate.

The question may first be asked whether the maintenance of such a relation-
ship is possible. There is in the first place a wide difference between rates to
prime customers in various localities, and a discount rate above the customers’
rate in small centers would be prohibitive in larger centers. But restricting
the guestion to the lowest customer rate in large cities, there have been twice
in the history of the system when the discount rate has been above these rates.
The first was for a few months in the early history of the system when the
member banks were not borrowing. The only other time was in 1920 when a
number of reserve banks had a 7 per cent rate. At other times rates to
customers have been kept above reserve bank rates. Raises in Federal reserve
rates have been followed promptly by changes in bank customer rates except
in a few cases where the discount rate followed customer rates at some distance.
These relations are shown in the following chart. Generally speaking, banks
may be expected to charge their customers more than the Federal reserve dis-
count rate. This relationship of customer rates and bank of issue discount
rates is maintained generally in other countries. The only way for the
reserve system to achieve a different relationship would appear to be through
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such large purchases of Government securities as would put the banks out of
«ebt at the reserve banks. As soon as the banks again became borrowers
-customers’ rates might be expected to go above the discount rate again.

But even if we assume that some plan could be devised for placing the dis-
ecount rate above the bank rate to customers a second question would arise as to
the economic consequences of a discount rate which under these circumstances
would be considerably higher than the rates which have been customary in the
past, It is difficult to see how such a rate position could be maintained without
attracting further gold imports and consequently exerting considerable pressure
upon the international money markets and thus indirectly upon American prices

and trade.
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As far as the theoretical aspects of the question are concerned it has been
our observation that carefully operated banks do not feel that they make a
profit by borrowing at the reserve bank at a discount rate somewhat lower than
the rate they charge their best customers. For in the case of the loans to
customers the bank has to assume the cost of administration of the loan and
the risk involved which must be added to the cost of securing money from the
bank of issue. The discount rate has usually been higher than the rate which a
bank figures it can afford to pay for money and relend profitably. This has
almost always been true of the large eity banks.

We should not wish to take the position, however, that the precise relation-
ships between discount rates and other money rates which have characterized
the past 10 years are necessarily permanent and unchangeable. It may be that
in the future a somewhat higher discount rate relative to other money rates
may be desirable and possible, particularly if accompanied by an open market
policy under which only small amounts of member bank borrowing are neces-
sary. The solution of this problem can be worked out only in the light of the
future experience and will depend upon any changes which may occur in the
attitude of member banks toward borrowing, the influence of the rate on gold
movements, and other factors.

Philadelphia—The rates of interest on bank loans to prime customers are
made by the banks. It will be found that if reserve banks discount rates are
properly adjusted to market conditions that the rates on bank loans to prime
customers generally will be maintained somewhat above the established dis-
count rate. The established discount rate should be an accurate indicator of
the demand for ecredit, the amount available for use, and other monetary con-
ditions. As the member banks may have to rediscount at such rates, it is
only natural that they should fix their loaning rate slightly above that.

Richmond.—In theory it would seem so, but we believe it to be entirely im-
practicable.
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St. Louis—Yes. See No. 11, above.

San Frencisco—No. That practice would be discriminatory, in that it would
lead to fixing rate involving a loss upon some borrowing banks and still leave
others, particularly rural banks, with a considerable margin of profit derived
from rediscounting.

15. Assuming that Buropean central banks have found it desirable to main-
tain rates of rediscount above market rates, what factors have made the adop-
tion of this practice unnecessary in the United States?

Atlgnta—In the first place, ours is- a comparatively new and undeveloped
country. Secondly, in our district, member banks rediscount ordinarily for the
purpose of maintaining their reserves and of supplying the needs of their cus-
tomers, and not primarily to profit by the difference between the :ediscount
rate and the rate charged customers. The apparent difference in the rate poli-
cies of European central banks and that ot the Federal reserve banks may be
due in part to the fact that in England the bank rate is the rate which applies
to bankers’ acceptances, while in this country, the rediscount rates of the
Federal reserve banks apply to customers’ paper. In both countries the bank
rate is higher than the open market rate on bankers’ acceptances and is lower
than the rate on customers’ or open market commercial paper.

Boston—There is some question as to the definition of what constitutes
“ keeping above the market.” It would be difficult for a Federal reserve
bank in the interior to keep above its local market if measured by local
bank rates to prime commercial customers. The criterion for determining dis-
count rates in such interior districts, as in financial centers, is the open market
rate and in those districts where no acceptance market exists, the best measure
might be the rate charged by eastern correspondent banks to banks located in
such interior district; or, if these banks have nation-wide commercial borrow-
ers, the rate which they eould obtain from such eommercial customers might
have a bearing. Even in this case, however, it would be impraeticable to keep
the discount rate above the market. On the other hand, if we compare the
discount rate with the open market rate on acceptances as being the measure
of the open market, it would be found that the Federal reserve bank discount
rates are above the market in much the same sense as European rates are above
the market. Furthermore, in the case of the Bank of England the published
discount rate does not correspond exactly with our published discount rates
since the rate at which the Bank of England makes certain advances is in-
variably one-half of 1 per cent higher than the published discount rate. Fur-
thermore, it must be remembered that advances are made to commercial cus-
tomers by the joint-stock banks in London largely on overdrafts, and I believe
that this overdraft rate fluctuates with the Bank of England rate, generally
being 2 per cent above that rate. This brings the relationship that exists in
this country between our Federal reserve discount rate and the rates made to
commercial customers by the member banks.

Chicago.—It is our belief that the rediseount rate in this country should
be maintained at a point equal to or slightly in excess of the minimum rates
accorded to prime borrowers in the finaneial centers.

Cleveland.—In our opinion the controlling factor, war financing, made such
a policy inexpedient, but there are other reasons, such as dissimilar banking
practices that obtain abroad, smaller territory covered with fewer banking
units than obtain here, direct operations and contact with the public by central
banks abroad, dissimilar commercial customs affecting the types of paper
issued in trade abroad as against our direet borrowing to enjoy discounts
offered by the trade, etc.

Dallas—We do not know of the existence of any factors that have made it
unnecessary, but feel that it is probably at this time undesirable or at least
impracticable. We mention again the varying high statutory contract rates in
the several States. Usury laws are matters of State legislation. While it
would be desirable fundamentally for Federal reserve banks to penalize redis-
counting transactions, it would seem to be wholly futile to attempt it under
the present system of banking in the United States. Credit extension in Huro-
pean countries is concentrated in a few banking institutions. The countries
are older and the science of credit has progressed far beyond what it has in
the United States, while in this country the banking business is carried on by
approximately 25,000 separate banking units under all sorts of conditions and
individual ideas of credit extension. The only approach to credit control
through the discount rate would, in our opinion, be the establishment of rates
of rediscount fractionally higher than the rate at which the paper offered had
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been originally discounted for the maker by the offering bank. This would
insure that the bunks would rediscount at the Federal reserve bank only for
adjustment purposes and would, therefore, discourage the use of reserve credit
as supplementary credit, as well as discourage the overextension of credit
generally. Barring emergencies, it would more nearly confine banks’ loan oper-
ations to their own resources, and borrowing at the Federal reserve bank
would normally be of short duration.

Kansas City—There is such a variance between rates in different sections
of this country and in different cities or sections of a single Federal reserve
district, and bank rates in many sections of this country are so high, that
maintenance of discount rates in exeess of market rates would be unwise.

Minneapolis—Because of the variation of rates in different parts of this
country, we believe that the European practice will prove impractical. The
comparison made with the foreign countries is with the current bill rate.
Using the same comparison in this country, the Federal reserve rediscount
rate is normally above the bill rate.

New York—The commonly quoted rates in European countries, above which
central bank discount rates in the respective countries ordinarily are main-
tained, are bill rates corresponding in this country to offering rates for bankers’
acceptances. It is usually the case in this country that Reserve bank discount
rates are above bill rates. In most European countries there is nothing cor-
responding closely to our commercial paper rates, which are so frequently
taken as representative of open market rates here. Rates charged on loans or
advances to customers are usually above central bank discount rates in Euro-
pean countries, the same as in this country. Some of the more imporrant
European central banks do not make direct loans to the commercial banks, and
their discount rates, therefore, have an entirely different application so that it
is difficult to make valid comparisons. For instance, the official discount rate
of the Bank of England is the minimum rate at which the bank will purchase
bills at its head office.

Philadelphia.—Is it true that conditions have made the adoption of this
practice unnecessary? To what does the European bank rate refer? If to
bankers’ bills, then we have been in harmony with their practice as the rate for
bankers’ acceptances always is below our discount rate. This question involves
a matter of terms. It should be noted that the market rate in London is that
at which prime bankers’ bills are sold; in this country we have market quota-
tions for three kinds of obligations—call loans, commercial paper and bankers’
bills. European banks do not know call loans and commercial paper as we do,
s0 in a way we do not talk the same language. Further, the Bank of England
is not restricted to the use of one rate. It has the established rate which
seems to be officially recognized as the standard for money rates in London,
but it also uses what it calls its “ current rates,” which are fixed by the nature
of the risk, its time to run, and other conditions, and are constantly changing
and never are made public.

Richmond.—The great extent of the country; the very large number of
banks; the varying interest rates in different States and sections. There is
thus no uniform market rate. Central bank rates abroad, as we understand
it, are related more intimately to the bill rate, which is a more dominant
factor in foreign money markets than in our market.

St. Louis—It has not been unnecessary, but is impracticable on account of
the varying rates allowed by law in the different States.

San Francisco—(a) The wide variation in conditions.

(6) The wide variation in loaning rates. The general disposition, still ob-
taining in a large number of banks, particularly in banks in the country, to
maintain a permanent level of rates uninfluenced by fluctuations in the money
market.

16. What rates of interest in your district should be taken as constituting
a measure of market rates of interest?

Atlanta—To the extent that the banks in the sixth district invest their
funds in the New York money market, the rates effective in that market are
applicable to the member banks of this district. Rates of interest originating
in and constituting a measure of market rates in the sixth Federal reserve
district are:

1. Rates charged by banks to customers on prime commercial loans.

2. Rates charged customers on security and commodity loans.

3. Rates charged customers on farm mortgages.

4, The yield on local municipal bonds.
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Boston.—1. Open market asking rate for bankers’ acceptances.

2. Ruling rates on commercial paper handled by brokers.

3. Rates charged by Boston banks to best commercial customers.

Chicago—The minimum rates accorded prime borrowers in the financial
centers.

Cleveland.—The rate made to prime borrowers with credit available in more
than one district and the rate to prime borrowers who borrow entirely within
the district.

Dallgs.—That rate which is granted the customers of city banks who fall
in the class of being able to borrow at the lowest rate level in the country,
or whose position is subject to natural competitive influences.

Kansas City~—Nominal rates in the four Federal reserve bank and branch
cities of the district, as reported by representative banks for November, 1930,
were as follows:

Okla-
Kgﬁsas Omaha | Denver | homa
y | City

Prime commereial paper- - oo ooil o aiaiieeoooos 414-5 414-5 °  514-6 | 5514
On prime stock exchange collateral_ 5Y6-6 6 -6lg 5146 ‘ 8
Secured by warehouse receipts..._._ 5 -6 6 i 6 -7 6-8
Inter-bank 108nS. oo l 5146 | 5146 l 6 i 6

Country bank rates to customers range from 6 to 10 per cent. Loans at ¢
per cent are unusual, but in some sections 8 or 10 per cent are customary and
apply to practically all loans made. From the foregoing the difficulty of deter-
mining a measure of market rates is apparent. A reasonably satisfactory
measure would seem to be the average of rates charged by representative
banks in the four cities named above.

Minneapolis—The weighted average of the commercial rates made by large
banks to their prime customers in the cities of St. Paul and Minneapolis.

New York—The various rates of interest quoted in this district represent
an appraisal of the credit factor with respect to the loaning of money. The
lowest rates are the yields upon bankers’ acceptances and short-term Govern-
ment obligations. These rates may be said to represent the going rates for
money practically without credit risk and with the minimum of risk of chang-
ing values, The higher rates yielded by longer term Government obiligations
also relate to an obligation with minimum credit risk, but carrying some meas-
ure of risk as to intermediate market value due to the changes in moncy and
security market conditions. This rate, therefore, is somewhat higher than on
short-term obligations. Rates on commercial paper and customers’ loans, in
comparison with those charged on acceptances and short-term Governments,
reflect a charge for the use of the money, plus a charge for the assumption of
a degree of risk which is involved in the making of such loans or investments.
Rates on street loans at call or on fime against stock-exchange collateral rep-
resent little risk but reflect their ineligibility for rediscount by a reserve bank.
Since these various rates apply to loans made under different conditions, it is
not possible to say that one constitutes a better measure of market rates than
another. These rates will generailly move in the same direction and with
about the same relative spread between them.

Philadelphia—The rates of interest in this district are effected, first, by the
rates for call and time money in New York because of the facility with which
our banks can loan money there; second, by the rates for commercial paper
which are more or less national; third, by the market for excess reserve bank
balances; fourth, by the commercial demand for money; fifth, by the reserve
condition of the banks; and sixth, by the trend of business.

Richmond.—In five divisions of this district the legal rate of interest is 6
per cent; in one State it is 8 per cent. Favored customers or large customers
obtain better or different rates in all sections. It is not believed that there is
any uniform measure of market rates of interest in this district.

St. Louis—The rate charged by banks to customers able to take advantage
of a competitive money market. As these are mostly located in St. Louis, this
market rate generally exists here. Other cities in the district usually have a
higher market rate.
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San Francisco—A composite of open-market rates for prime “ commercial”
paper and the counter rate charged large borrowers whose unsecured obliga-
tions are available for discount at the Federal reserve bank. At times the
rates governing prime bankers' acceptances also should be taken into
consideration.

17. May the rate on bankers’ acceptances be included in computations of
market rates of intercst, inasmuch as the reserve banks, buying for own and
for foreign account, have eonstituted the principal matket?

Atlanta—The bankers’ acceptance is used only to a limited extent in this
district, and in only one city to a considerable extent. It is undoubtedly true
that the Federal reserve banks have been largely instrumental in initiating
and building up a market for acceptances in this country, and in so doing they
have exercised a very powerful influence on open market rates. As the de-
pendence of the market on the Fedcral reserve banks for a demand for accep-
tances is decreased, to that extent will the rate on acceptances be more strictly
an open-market rate.

Boston.—Yes. Because acceptance rates are the most sensitive of any of our
various classes of money rates (exclusive of brokers’ call money) and even
though Federal reserve banks furnish the principal market for acceptances
these rates move more quickly and are more sensitive than the rate on prime
brokers’ commercial paper or rates made to customers by the banks.

Chicago.—No.

COleveland.—Not in this district, because of the limited amount of bankers’
acceptances made or purchased.

Dalias.—We believe that bankers’ acceptance rates can rapidly become an
element in the computation of market rates of interest as the market becomes
broader and is confined less to Federal reserve banks and foreign accounts.
‘We believe that the volume of bankers’ acceptances held by Federal reserve
banks will become more and more an index of the oversupply or undersupply
of funds in the market as the market for bankers’ bills is broadened and the
volume of Government securities declines. We have had the feeling from
time to time that the rates for the purchase of bankers’ bills by Federal re-
serve banks have been made too low, and arbitrarily so through an overanxiety
as to the possibility that higher rates might unduly restrict the volume of bills
offered to the Federal reserve banks.

Kansas City—Do not think it should be in this district, where there is no
active acceptance market and where acceptances are used to such slight extent
in financing or as investments for member banks.

Minneapolis.—In this district, we do not think so.

New York.—Rates on bankers’ acceptances must be included in any considera-
tion of market rates of interest. Reserve bank buying rates generally follow
rather than lead the market for bankers’ acceptances. Purchases of bills made
by the reserve banks for foreign account are made at market rates and not at
the reserve bank buying rate. In recent years the general movements of
acceptance rates have been very similar to movements in other rates, such as
commereial-paper rates. {See accompanying chart showing reserve-bank hold-
ings in relation to outstanding acceptances, also chart showing various money
rates.) Reference is made to the answer to question 12 of questionnaire 10,
which is closely related to this subject.

Philadelphia.—Yes.

Richmond—We believe that the rate on bankers’ acceptances may be
included.

8t. Louis—Not in this district.

San Francisco.—It can not be disregarded at a time when there is (outside
the Federal reserve banks) an active investment demand for bills. Apparently,
in recent years, buying for foreign account has had more effect in fixing the
rate than has buying by the reserve banks for their own account. It is
probable that discontinuance of buying for foreign account would result in
better adjustment of rates and better distribution of bills.

18. Would it give the reserve banks a greater measure of credit control te
enact a provision permitting the application of progressive rates of rediscount?

Atlanta.—Theoretically it would give a greater measure of credit control, and
it would scem to be especially fair to the member banks not using a large
amount of reserve-bank credit to be able to use such credit at a fair rate rather
than at the maximum rate which might have been put into effect to hold down
the excessive borrowings of certain banks. On the other hand, the banks in
this district, with few exceptions, borrow only to meet the actual requirements
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of their customers, and the application of progressive rates of rediscount would
serve only to unduly penalize a bank that needed to borrow most. Our ex-
perience with progressive rates of discount has shown them to be unsatisfactory
and ineffectual as a measure of credit control.

Boston.—Progressive discount rates were proven dangerous and ineffective
during the postwar inflation period. They did not afford satisfactory credit
control.
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Chicago—No; in the light of experience gained in other districts which have
given progressive rates a trial.

Cleveland.—Yes.

Dallas—We prefer administrative control to the application of progressive
rates of rediscount.

Kansas City—Probably so, but in this district the penalty of payment of
maximum rates would fall for the most part on small banks which are legiti-
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mately serving commerce and agriculture or which are forced to borrow
relatively large amounts because of financial difficulties. The theory of
progressive rates appears sound, but past experience indicates its psychological
effect to have been bad. Operation of the progressive discount rate in this
district caused ill feeling between member banks and the Federal reserve bank,
and, in some cases, forced a poorly timed liquidation of loans on livestock and
other commodities.

Minneapolis—We are opposed to the application of progressive rates of
rediscount as a method of credit control.

New York—Progressive rates of rediscount would presumably be enforced
against banks borrowing large amounts in relation to their size or for longer
periods of time. It is our expericnce that the banks which would most fre-
quently be subject to progressive rates are those banks the total of whose
borrowings has no material effect upon the credit structure. Since small banks
generally borrow proportionately more than large banks, such progressive
rates would be applied principally to small country banks. The borrowings of
large banks in the financial centers, measured by any yardstick which would
not impose a hardship upon the majority of small banks, would seldom be
subject to the progressive rate.

Philedelphia.—Probably it would.

Richmond.—We believe it would.

8t. Louis.—Yes.

San Prancisco—No. Progressive rates of rediscount, while perhaps theo-
retically attractive, are extremely inequitable. The attempt to apply progres-
sive rates led to situations which were vicious and which probably justified
the violent antagonism aroused by that practice.

19. Would it be desirable to enact a provision permitting the reserve banks
to charge borrowing member banks, which have funds on the brokers’ loan
market, a rate of interest equal to or above the average call loan renewal rate?

Atlanta~—No. In an era of excessive speculation a reserve bank should
refuse to advance to a member bank which has funds invested in brokers’ loans.

Boston.—No. This would be a provision which would be almost impossible
to enforce, owing to lack of up-to-the-minute data and to inevitable evasion of
the provision. It is doubtful if it possibly could accomplish any good, and might
in emergencies seriously aggravate a strained credit situation.

Chicago—No; not practicable.

Cleveland.—While it would be effective, we believe it would not be desirable
because other means of control can be exercised.

Dallas.—This provision might be desirable if it could be inaugurated at a
time like the present and kept in step with the increased volume of loans on
stock-exchange collateral; but, if suddenly applied as a penalty, might invite
disaster. However, the method of administrative control is preferable in this
district.

Kansas City—No. Instead of this indirect method of preventing abuses of
the use of Federal reserve credit, direct action should be taken by withholding
Federal reserve credit whenever such action is deemed advisable by the Federal
reserve bank concerned or by the Federal Reserve Board.

Minneapolis~~No.

New York.—In our opinion it is impracticable to attempt to impose such re-
strictions upon the use of Federal reserve credit, and we think it would not
be desirable to enact such a provision., This question is discussed more
thoroughly in our answer to question No. 8 of questionnaire No. 7.

Philadelphia—No. For years it has been good banking practice for banks
to loan money on their brokers’ loan market. "The ability to do that gave a
flexibility and steadiness to the money market that otherwise would have been
impossible. Such loans are criticizable when banks are abusing their discount
privilege with their Federal reserve banks to do it. The officers of any reserve
bank can know when a member bank is doing that and take measures
to stop it. We do not recommend any change in law in that respect.

Richmond@d—We do not believe so.

St. Lowis—A baunk having excess money on call may in a day or so lose a
substantial amount of deposits which it has every reason to believe is only
very temporary. It would seem reasonable to allow such a bank to discount
without penalty until it found that the loss of deposits was permanent; then
some penalty provision might be desirable.

San Francisco~—No. It would not be expedient and should not be necessary
as a means of credit control. The misuse of Federal reserve credit by a bor-
rowing bank i sufficient justification for limitation or denial of credit.
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20. What measures have been taken in your district to prevent member banks
from borrowing from the reserve bank to profit by the difference between rates
of rediscount and the lending rates in the market?

Atlanta.—Under date of February 2, 1929, this bank received a letter from
the Federal Reserve Board stating that a member bank was not within its
reasonable claims for rediscount facilities at its Federal reserve bank when
it borrowed for the purpose of making or maintaining speculative security
loans. The Federal Reserve Bank of Atlanta expressed itself as being in full
accord with this stated policy of the Federal Reserve Board, and a letter
was addressed by an officer of this bank to each member bank in the district,
requesting their cooperation in restricting the diversion of Federal reserve
credit into speculative channels. The response to this letter by the member
banks was very gratifying. A check was made of the condition reports of
member banks for the call of March 27, 1929, and there were only six banks
which were rediscounting at the Federal reserve bank and at the same time
had loans to brokers and dealers in New York. On April 30, 1929, a letter was
addressed to these banks by an officer of the Federal reserve bank, calling their
attention to the opposition of their condition to the policy of bank on this ques-
tion. Again in May. 1929, an officer of this bank wrote a letter to each of the
larger banks in the district which were rediscounting with the Federal Reserve
Bank of Atlanta, asking for specific information regarding their loans on
securities. The replies to these letters were altogether satisfactory, and the
steps taken to correct the evils in the existing situation at this instance were
satisfactorily and immediately effective.

Boston—Usually individual persuasion and moral pressure. This has been
effective in that there are very few steady borrowers in this district. Of
course, practically all money borrowed from reserve banks is reloaned at a
profit by the member banks, but in go far as these borrowings are of a tem-
porary nature to meet seasonal or emergency conditons, the Federal reserve
bank is fulfilling its purpose in making such advances, Only where this privi-
lege is abused, as indicated by steady borrowing, does it require correction and
the scarcity of steady borrowers in this district indicates that such correction
has been promptly administered.

Chicago~—Personal interviews with officers of such banks as are suspected of
such practice.

Cleveland.—When it appeared to us through reports, conferences, or cor-
respondence that there was a tendency to borrow for profit we have had no
hesitancy in conferring or corresponding with the offending banks and insist-
ing upon correction. In most cases the banks have cooperated without the
need of additional pressure. In some few instances active steps were taken to
effect correction. The latter meant threat of or actual refusal to grant loans
or rediseounts until the desired correction was made.

Dallas—Calling the line of the borrowing bank indulging in the practice,
which has been done, however, only in one instance (on October 7, 1929), after
exchange of voluminous correspondence and by declining to extend credit where
it was obvious that such purpose was to profit by this practice. We have had
only one other case where there was any evidence of lack of cooperation.
Fortunately we have not had many instances of that sort.

Kansas City~—The policy of the bank, as expressed from time to time in cor-
respondence and public statements, has always been that member banks should
not borrow from the Federal reserve bank for the purpose of reloaning at a
profit. Aggravated cases of such practices have been dealt with individually.
Early in 1929, when the abnormally high call-loan rates were attracting bank
funds, including funds of some banks which were borrowing from us, a letter
reiterating the bank’s policy was sent to each member bank in the district. A
copy of this letter follows:

FEDERAL RESERVE BANK or Kawnsas CrIry.
Kansas City, February 18, 1929.
To the member banks of district No. 10:

The Federal Reserve Board statement made public on February 7, 1929,
dealing with the importance of preventing the seepage of Federal reserve credit
into uses not contemplated by the Federal reserve act is attached hereto for
your information and consideration. It is requested that all member banks in
this district give their support to the policy therein set forth.

The position outlined in the statement by the Federal Reserve Board is in
accord with the policy and practice of this bank, and we are pleased to state
that this policy has heretofore been followed by our member banks almost

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 791

universally and that we confidently expect it te have the support of all member
banks.
Very truly yours,
M. L. McCLURE,
Chairman Board of Directors.

The following statement, which will be printed in the Federal Reserve
Bulletin for February, 1929, was made public by the Federal Reserve Board
on February 7, 1929:

The United States has during the last six years experienced a most remark-
able run of economic activity and productivity. The production, distribution,
and consumption of goods have been in unprecedented volume. The economic
system of the country has functioned efficiently and smoothly. Among the
factors which have contributed to this result, an important place must be
assigned to the operation of our credit system and notably to the steadying
influence and moderating policies of the Federal reserve system.

During the last year or more, however, the functioning of the Federal reserve
system has encountered interference by reason of the excessive amount of
the country’s credit absorbed in speculative security loans. The eredit situation
gince the opening of the new year indicates that some of the factors which
occasioned untoward developments during the year 1928 are still at work. The
volume of speculative credit is still growing.

Coming at a time when the country has lost some $500,000,000 of gold, the
effect of the great and growing volume of speculative credit has alveady
produced some strain, which has reflected itself in advances of from 1 to 114
per cent in the cost of credit for commercial uses. The matter is one that
concerns every section of the country and every business interest, as an
aggravation of these conditions may be expected to have defrimental effects
on business and may impair its future.

The Federal Reserve Board neither assumes the right nor has it any
disposition to set itself up as an arbiter of security speculation or values. 1t is,
however, its business to see to it that the Federal reserve banks function as
effectively as conditions will permit. When it finds that conditions are arising
which obstruct Federal reserve banks in the effective discharge of their function
of so managing ‘the credit facilities of the Federal reserve system as to
accommodate commerce and business, it is its duty to inquire into them and to
take such measures as may be deemed suitable and effective in the circumstances
to correct them ; which, in the immediate situation, means to restrain the use,
either directly or indirectly, of Federal reserve credit facilities in aid of the
growth of speculative credit. In this connection, the Federal Reserve Board,
under date of February 2, addressed a lefter to the Federal reserve banks,
which contains a fuller statement of its position:

“The firming tendencies of the money market which have been in evidence
since the beginning of the year—contrary to the usual trend at this season—
make it incumbent upon the Federal reserve banks to give constant and close
attention to the situation in order that no influence adverse to the trade and
industry of the country shall be exercised by the trend of money conditions,
beyond what may devclop as inevitable.

“The extraordinary absorption of funds in speculative security loans which
has characterized the credit movement during the past year or more, in the
judgment of the Federal Reserve Board, deserves particular attention lest it
become a decisive factor working toward a still further firming of money
rates to the prejudice of the country’s commercial interests.

“The resources of the Federal reserve system are ample for meeting the
growth of the country’s commercial needs for credit, provided they are com-
petently administered and protected against seepage into uses not contemplated
by the Federal reserve act.

“The Federal reserve act does not, in the opinion of the Federal Reserve
Board, contemplate the use of the resources of the Federal reserve banks for
the creation or extension of speculative credit. A member bank is not within
its reasonable claims for rediscount facilities at its Federal reserve bank
when it borrows either for the purpose of making speculative loans or for the
purpose of maintaining speculative loans.

“The board has no disposition to assume authority to interfere with the
loan practices of member banks so long as they do not involve the Federal
reserve banks. It has, however, a grave responsibility whenever there is
evidence that member banks are maintaining speculative security loans with
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the aid of Federal reserve credit. When such is the case the Federal reserve
bank becomes either a contributing or a sustaining factor in the current volume
of speculative security credit. This is not in harmony with the intent of the
Federal reserve act nor is it conducive to the wholesome operation of the
banking and credit system of the country.”

Minneapolis—Very few such cases have arigsen in the ninth Federal reserve
district and these bave been adjusted readily by our suggestion of the impro-
priety of such borrowing.

New York.—Where circumstances have indicated to us that there is a defi-
nite purpose on the part of the bank to borrow primarily with the view to
profit, we have discussed the situation with the officers of the bank, and sug-
gested the propriety of its making such adjustments in its affairs as would
bring its borrowings into line with those of other banks. These interviews are
usually effective. Generally such influence as we have attempted to exert upon
the borrowings of banks other than through the discount rate has been in the
direction of restricting either the use of an undue amount of credit, or borrow-
ing for an undue length of time by banks which in either respect were dis-
tinctly out of line with other banks doing a similar type of business. Since
banks ordinarily borrow at the reserve bank only for the purpose of restoring
impaired reserves, it is practically impossible to identify a loan at the reserve
bank with any particular loan or loans made by the member bank. Banks do
not like to be in debt at the reserve bank more than necessary. They also con-
sider there is some cost to them in making a loan over and above the cost of
the money, so that generally speaking we believe there is only a limited amount
of borrowing for a profit, confined principally to country banks.

Philadelphic.—We have refused to rediscount for such banks.

Richmond.—Constant efforts have been made to prevent banks from borrow-
ing for profit, both by correspondence and by personal interviews with officials.
Continuous borrowing has been uniformly discouraged.

St. Lowis~—Moral suasion.

San Francisco.—Invariably, there is some profit in the spread between the
Federal reserve bank rate and the rate of interest charged customers. The
Federal reserve bank takes no cognizance of this unless it is found that the
member bank is using credit obtained from the Federal .reserve bank for
other purposes than its legitimate needs for the accommodation of its regular
customers. Abuses, when observed, have been adjusted promptly by personal
contacts with officers of the member banks concerned.

21. What changes, if any, would you suggest be made in the provisions of
the Federal reserve act relative to the fixing of rates of rediscount at the
reserve banks?

Atlanta.—The provisions of the Federal reserve act. providing for the fix-
ing of rediscount rates by the directors of each Federal reserve bank for that
bank, with the approval of the Federal Reserve Board, furnishes all pro-
visions nbcessary relative to the fixation of such rates.

Boston—Federal Reserve Board contrel over discount rates should be
advisory rather than direct or mandatory.

Chicago—No suggestion.

Cleveland.—We see no occasion for any change.

Dallas—This involves a recognition of two schools of thought. One takes
the language of the act literally where it states that such rates of rediscount
should be “fixed wth a view to accommodating commerce and business,” and
takes the position that Federal reserve credit is adjunctive or supplementary
credit. The other school believes that Federal reserve credit is reserve credit
and therefore should be used only for adjustment purposes or in individual
emergencies. The latter school evidently believes that the phrase “ with a
view of accommodating commerce and business ” was intended to include in
its connotations the purpose of preventing credit from being administered in
such a way as to produce an inflationary, and therefore detrimental, effect
upon commerce and business. This question also involves consideration of
the principle of permitting a margin of profit between the rate charged by
the member bank and the rate of rediscount. Assuming that the directors
of the reserve banks are capable and have no self interest to serve, we be-
lieve they are the best fitted to establish a rediscount rate in their own dis-
tricts and should be more conversant than anyone else with the factors under-
lying the rate structure. There is also the question, which seems to be
undetermined, whether the power to “review and determine” is merely a veto
power or whether it also includes the right of determination or initiation. As
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to a specific suggestion, we should say that paragraph D of section 14 should
be clarified and should state specifically that it is the duty of the directors of
each Federal reserve bank, and they shall have the power, to establish from
time to time rates of discount to be charged by the Federal reserve bank, and
that the power of the Federal Reserve Board shall be that of veto by a vote
of five members. :

Kansas City—Existing provisions satisfactory.

Minneapolis.—We think that no changes in this part of the Federal reserve
act are necessary.

New York.—None.

Philadelphia.—None.

Richmond.—We think no change should be made.

St. Louis.~—The language of the act might perhaps be clarified so that there
would be no question about present procedure.

San Francisco—By clarifying provisions protecting and preserving the
autonomy of the Federal reserve banks beyond question. By clarifying pro-
vision regarding changing discount rate to make it certain that the rate (hav-
ing been reviewed and determined by the Federal Reserve Board) can not be
changed without concurrence of the board of directors of the bank and the
Federal Reserve Board.
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QUESTIONNAIRE No. 9
The Open-Market Operations

The open-market policies of the reserve banks have been frequently cited
as one factor in the expansion of security loans, Particularly have the pur-
chases of securities in 1924 and in 1927 been held responsible for the rapid
increase in member-bank credit that took place during those years. The
object of this questionnaire is to inguire into the technique of open-market
operations and dealings in United States securities and info the relationship
between these and brokers’ loans:

CONCERNING OPEN-MARKET ACTIVITIES

1. As of the end of each month since January, 1922, give on an attached
schedule:

(a) The amount of United States securities held in the portfolio of your
reserve bank which were purchased through the open-market investment
committee.

(b) The amount of United States securities held which were purchased
locally or independently of the open-market investment committee,

(¢) The amount of resale agreements entered into with dealers in United
States securities.

2. State the principal reasons for each of the major operations in the
purchase and sale of United States securities since January, 1822. What have
been the main conseguences of each such operation?

3. What, in your opinion, has been the effect since 1922 of changes in the
portfolio of United States securities and bankers’ acceptances held by all
Federal reserve banks, on fluctuations in brokers’ loans and on fluctuations
in security loans and investments of all member banks and of member banks
in your reserve district?

4. Viewed in the light of subsequent events, what policies should the Federal
reserve banks have followed in the purchase of United States securities in
1924 and 19277

5. What changes would you suggest be made in the provisions of the Federal
reserve act relative to the purchase and sale of United States Government
securities by the reserve banks? Would you favor an amendment to the effect
that an affirmative vote of five members of the Federal Reserve Board be
required before any large sale or purchase of United States securities be
undertaken by the reserve banks?

CONCERNING RELATIONS WITH DEALERS IN UNITED STATES SECURITIES

6. Have the resale agreements entered into by the Federal reserve banks
with dealers in United States securities tended to offset on any occasion the
open-market policies of the Federal reserve banks?

7. List on an attached schedule the changes in rates of interest charged
dealers in United States securities against resale agreements from the inception
of such arrangements by your institutions,

8. List the names of the recognized dealers in United States securities in
your district. What net worth must a recognized dealer possess? What other
standards has your institution set up in determining whether a dealer in United
States securities is to be recognized or not?

9. What margin requirements do you habitually exact in lending to dealers
in United States securities under the resale agreements?

10. What is the average length of life of the resale agreements entered into
with dealers in United States securities?

11. In lending to dealers in United States securities under resale agreements
what precautions does your institution take in preventing Federal reserve
credit from seeping into the speculative or investment markets?
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Digest of Replies Received from the Different Federal Reserve Banks

QuesTioNn NoO. 1.—Relative to the volume of United States securities held as
of the close of each month since January, 1922, purchased: (e¢) Through the
open market investment committee; () independently; and (c) from dealers
through the device of resale agreements.

For the data called for under (@), (&), and (c), see statistical appendix.

The Federal Reserve Banks of Atlanta, Dallas, Kangsas City, Minneapolis,
Philadelphia, Richmond, St. Louis, and San Francisco reported that United
States Government securities had not been taken under resale agreements.

QuesTioN No. 2—Relative to principal reasons for, and main consequences of,
each of the major operations in the purchase and sale of United States securi-
ties since January, 1922,

Purchases and sales of United States Government securities through 1922
and 1923 were conducted before these operations had been placed under the
supervision of the open-market investment committee. Details of execution
were handled by a committee of governors of the Federal reserve banks. The
formulation of policies had not as yet been delegated to the committee and
were not until April 13, 1923. The first major operation fo be handled in
joint-system account was the purchase of securities beginning December, 1923.
From that time open-market policies were formulated by the open-market
investment committee, as constituted by the Federal Reserve Board, until, on
March 25, 1930, it was succeeded by the open-market policy conference,

The main operations in the open market, the reasons for and the conse-
quences of each as given in the replies of the Federal reserve banks follow:

1. January, 1922, to May, 1922, purchase of $400,000,000.

Reasonsg for.—To enable the Federal reserve banks to meet operating expenses
and dividend requirements.

Consequences of —Reduction of member bank borrowings; decline in interest
rates; increase in total volume of hank credit, including investment holdings
and security loans; increase in brokers’ loans; stimulation of recovery in
business and agriculture.

2. June, 1922, to July, 1923, sale of $525,000,000.

Reasons for~——To assist the United States Treasury Department with its
redemption operations; to restrain an overexpansion in production; to check
commodity price inflation; to make discount rate increases at certain Federal
reserve banks effective.

Consequences of —Reduction of member bank borrowings; decline in interest
rates; business expansion checked.

3. December, 1923, to September, 1924, purchase of $510,000,000.

Reasons for.—To relieve tendency toward higher rates; to permit member
banks to liquidate their indebtedness to the Federal reserve hanks; to encourage
foreign borrowing in the American market, which would lead to heavier ex-
ports; to induce a business recovery; to place the Federal reserve banks in
a position later to check speculative tendencies.

Consequences of—An increase in bank credit, particularly in speculative
loans; a decline in money rates.

4, November, 1924, to March, 1925, sale of $260,000,000.

Reasons for—To check speculative tendencies; to make discount rates effec-
tive; to restrain an overexpansion in business; to check the increase in
commodity prices.

Consequences of —Partial effect in restraining speculative tendencies; the
rate of growth in bank credit reduced to normal.

5. April, 1926, purchase of $65,000,000.

8. August, 1926, to September, 1926, sale of $80,000,000.

The Federal Reserve Bank of New York indicated that it was difficult to
trace the results of these rather narrow movements.

7. May, 1927, to November, 1927, purchase of $230,000,000.

Reasons for.—To facilitate the financing of agricultural products; to pre-
vent imports of gold; to assist Buropean countries in the purchase of Ameri-
can agricultural products; to strengthen the foreign exchanges; to preserve
the gold standard; to facilitate flotation of foreign bonds in the American
market ; to stimulate a business recovery; to pave way for discount rate reduc-
tions; to check decline in commodity prices.

Consequences of.—Foreign exchange rates improved; flotation of foreign
bonds encouraged; gold standard movement induced; gold standard main-
tained ; improvement in production; decline in interest rates, firmer level of
wholesale prices; stimulation of speculative authority.
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8. January, 1928, to April, 1929, sale of $405,000,000,

Reasons for.—To check speculative activity; to pave way for and to make
inereases in rates of rediscount effective; to force an inerease in membex-bank
borrowings and in interest rates; to make member banks scrutinize loan appli-
cations more carefully.

Consequences of —Interest rates rose; member-bank borrowings increased;
speculative activity not checked. The reasons given for the failure of the
sale of securities to check speculative activity were the growth in the loans for
the account of “ others” and the lack of an effective discount rate policy.

9. October, 1929, to December, 1930, purchase of $560,000,000.

Reasons for—To prevent absolute collapse of security markets; to prevent
money panic; to make interest rates easy in order to remove that obstacle to
business recovery.

Consequences of —Lower rates of interest; growth in investment account of

member banks.

QuEsTIOoON No. 3.—Relative to relationship between fluctuations in portfolio
of United States securities and bankers’ acceptances held by all Federal re-
serve banks and fluctuations in brokers’ loans, and in member bank security
loans and investments.

While not all of the Federal reserve banks expressed an opinion on this con-
troverted question, those that did were in agreement that increases in holdings
of United States securities and bankers’ acceptances (assuming no offsetting
factors) increase the volume of funds available to banks, which permits them
to expand their security loans and investments in event the commereial demand

for funds is dormant.

On the other hand, in

case of a decreasing portfolio

of United States securities and bankers’ aceeptances, member banks would
normally liquidate investments and security loans and/or rediscount with the
Federal reserve banks.
The Federal Reserve Bank of New York expressed the opinion that fluctua-
tions in bankers’ acceptances were seasonal in character and bore no relation-
ship to brokers’ loan changes excepting in the autumn of 1928,
Sales of securities by the Federal reserve banks in 1928 and 1929 did not

check the increase in brokers’ loans.

The reasons given were that funds were

supplied by the “others” and that speculation had become violent and ex-

cessive,

Nor did purchases of securities increase brokers’ loan totals in 1930.

The speculative demand was quiescent which is usually true in a period of
deflation or depression.

The Federal Reserve Bank of Dallas expressed the opinion that less reliance
should be placed on open-market operations.
rates ig likely to be induced and an artificial bond market created. Regarding
the argument that the Federal reserve banks must acquire securities to be able
later to affect the market, the Federal Reserve Bank of Dallas concludes that
the purchase of securities creates the very conditions, for the correction of
which the portfolio has been acquired.

QuesTION No. 4.—Relative to the open-market policies which the Federal
reserve banks should have pursued in 1924 and in 1927, in the light of subse-

quent events.

An artificial ease in inferest

Federal reserve bank

1924

1927

Minneapolis_ ...
New York

Philadelphia_..__._.

Richmond...._.....

.| Policy successful

Worthy objectives and policies beneficial.

Results more s:-a,fi-s_fé&&i;,ni-f_‘s-fﬂz;,].lé}—
purchases had been made.

Purchases should have been suspended
earlier,

Purchases excessive; created period of
excessive ease,

Acceleration in rate of increase in secu-
rity loans due, in part, to purchases
of Government securities.

No opinion expressed ... __..__.__._____ i

Purchases helpful, but carried further
than desirable,

‘Worthy objectives and policies beneficial.

Policy successful, but reverssl tardy.

Objects accomplished, but offset by loss
of control of market,

Situation warranted action taken. Sales
in 1928 should have been accompanied
by prompt and decisive increases in
rediscount rates,

Policies continued too long.

Effort to bring about firiner money
should have been made sooner.

Mistaken diagnosis of situation in 1927,

l Purchases helpful and desirable,

Question whether Federal reserve credit needed should be put into market upon

initiative of Federal reserve banks.

In neither period should securities have been purchased. The aim should have
been to decrease the total volume of Federal reserve credit.

.| Policies were sound but not reversed soon encugh.
.| 1f easing policy of 1927 had been reversed more promptly, the main courses followed

in 1924 and in 1927 would have been justified.
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.QUESTION No. 5—(a) Relative to changes that should be made in the pro-
visions of the Federal reserve act regarding purchases and sales of United
States Government securities by the Federal reserve banks.

The Federal reserve banks had no changes to suggest. The opinion was
express.ed generally that the existing plan, under which major policies are
determined by the open-market policy conference, subject to the approval of
the Federal Reserve Board, was satisfactory.

(b) Relative to the desirability of an amendment requiring an affirmative
vote of five members of the Federal Reserve Board before any large sale or
Eur(lihase of United States securities be undertaken by the Federal reserve

anks.

All the Federal reserve banks were opposed to this proposal.

QuesTION NoO, 6.—Relative to whether resale agreements entered into by the
Federal reserve banks with dealers in United States securities have tended to
offset, on any occasion, the open-market policies of the Federal reserve banks.

The Federal reserve banks, which expressed an opinion on this question,
concluded that the resale agreements had been of such a temporary character,
so seasonal in nature, so insigpificant in amount, and so much under the
control of the Federal reserve banks, that open-market policies had not been
nullified.

QuestioN No. 7.—Relative to rates of interest charged dealers in United
States securities against resale agreements.

Data were supplied by the Federal reserve banks of Boston, Chicago, Dallas,
and New York (see replies to questionnaire). The other Federal reserve
banks, with the exception of Philadelphia, and there only to a minor extent,
had not entered into such arrangements.

QUESTION No. 8.—Relative to names of recognized dealers in United States
securities and net worth that each must possess.

Data were furnished by the Federal reserve banks of Boston, Chicago, and
New York (see replies to questionnaire). The other Federal reserve banks
indicated that there were no recognized dealers in those districts.

QUEsTION No. 9.—Relative to margin requirements exacted in lending to
dealers in United States securities under resale agreements.

Federal Reserve Bank of Boston:; When market price less than 100, securities
purchased at one-half point under market value.

Federal Reserve Bank of Chicago: When market value below par, one point
in excess of amount advanced required.

Federal Reserve Bank of New York: When market value below par, securities
purchased on the average at one-half point below market value.

QuEesTION No. 10.—Relative to average life of resale agreements,

Federal Reserve Bank of Boston: Seven and eight-tenths days.

Federal Reserve Bank of Chicago: EHstimated at three days.

Federal Reserve Bank of New York: Unweighted average came to five days.

QuesTioN No. 11.—Relative to precautions taken to prevent Federal reserve
credit from sceping into the speculative or investment markets when resale
agreements are entered into.

The Federal reserve banks of Boston, Chicago, and New York stated that
there was no particular problem involved. .

The life of the resale agreements is so short; the fact the dealers in United
States securities are not interested in stock speculation; the faet that resale
agreements usually take place when interest rates are firm and member banks
are in debt; and the fact that funds extended by the Federal reserve banks
are eventually used to reduce member-bank indebtedness rather t.han to serve
as the basis for the creation of credit were among the reasons given,

Replies Received from the Different Federal Reserve Banks Tabulated by
Questions

1. As of the end of each month since January, 1922, give on an attached

schedule:
(a) The amount of United States securities held in the portfolio of your
reserve bank which were purchased through the open-market investment

committee.
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Atlanta.—(See statistical appendix.)

Boston.—(See statistical appendix.)

Chicago.—(See statistical appendix.)

Cleveland.—(See statistical appendix.)

Dallas.—(See statistical appendix.)

Kansas City—(See statistical appendix.)

WUinneapolis—(See statistical appendix.)

New York.—(See statistical appendix.)

Philadelphia.—(See statistical appendix.)

Richmond —(See statistical appendix.)

St. Louis.—(See statistical appendix.)

San Francisco.—(See statistical appendix.)

(0) The amount of United States securities held, which were purchased
locally or independently of the open-market investment committee.

Atlgnta.—(See statistical appendix.)

Boston.—(See statistical appendix,)

Chicago.—(See statistical appendix.)

Cleveland —(See statistical appendix.)

Dallas.—(See statistical appendix.)

Kansas City—(See statistical appendix.)

Minneapolis.—(See statistical appendix.)

New York.—(See statistical appendix.)

Philadelphia.— (See statistical appendix.)

Richmond.—(See statistical appendix.)

St. Louis.—(See statistical appendix.)

San Francisco.—(See statistical appendix.)

(¢) The amount of resale agreements entered into with dealers in United
HStates securities.

Atlanta.—None.

Boston.—{See statistical appendix.)

Chicago.— (See statistical appendix.)

Cleveland.—(See statistical appendix.)

Dallas—None,

Kansas City.—None,

Minneapolis.—None,

New York.—(See statistical appendix.)

Philadelphia.—None.

Richmond.—None.

St. Louis.—We have never had any resale agreements with dealerg covering
TUnited States securities.

San Francisco—Government securities not taken under resale agreements.

2. State the principal reasons for each of the major operations in the pur-
chase and sale of United States securities since January, 1922. What has been
the main consequences of each such operation?

Atlanta.—The reasons for each of the major operations in the purchase and
gale of United States securities since January, 1922, are stated in the min-
utes of the open-market committee, known later as the open-market policy
conference. The policy governing these major operations in Government se-
curities was adopted by the open-market committee, and in each instance ap-
proved hy the TFederal Reserve Board. The operation most discussed was
that whieh occurred in 1927. From our point of view, purchases of United
States Government securities were made at this time as g method of providing
funds for the orderly movement of our crops. This action was taken to
prevent interest rates from rigsing unduly because of the seasonal increase in
the demand for funds. The effect of the enactment of this policy was the
crderly movement of the crops without strain on the banks supplying the
necessary credif, a strengthening of foreign exchange rates, and an improve-
ment in the purchasing power of foreign markets. That this effect was pro-
duced as regards the pound sterling and the price of cotton is demonstrated
cn Exhibit A,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 799

EXHIBIT A
United States h(I?rovem-
. ment’'s monthly aver-
Spot S’tgz’l prices, age of daily holdings
Monthly onthly (in thousands of dol-
average Jars)
of daily
r(ate,]lQZ')( -
sterling Average, !
Ig‘:xgl‘.‘]%g{s New Total Atlanta
’ Orleans
Cents Cents Cents
485, 2648 12. 72 13.17 $310, 637 $1, 530
485. 0282 13.45 13.82 308, 707 2,088
486. 4025 13. 74 14. 10 344,921 2, 286
485. 6546 14,08 14. 42 341, 081 3,449
485, 7020 15. 36 15. 68 291, 495 5, 722
485. 6088 16,11 16.47 397, 754 10,143
485. 5056 17.34 17.63 381,081 10,154
486. 0233 19.16 19. 36 438, 511 12,863
486. 3528 21.16 21.19 500, 637 13,684
486, 9676 20. 35 20. 73 506, 177 13,312
487, 4012 19.74 19. 99 579, 238 14, 528
488, 2542 18, 99 19. 26 605, 841 14, 208

All of the improvement in the pound sterling or in the price of cotton was not attributable to this operation
in Government securities, but unquestionably it greatly aided in both respects.

Boston.—Purchases of Government securities made by this bank in 1922
and through March, 1923, were made in order to meet operating expenses and
dividend requirements, and these purchases were not made in connection with
any system policy. During this time there were also purchases made in con-
nection with the Pitman Act of certificates of indebtedness as security for
Federal reserve notes. During February and March, 1923, sales were made to
the Treasury Department for redemption operations. From that time on the
operations in the purchase and sale of United States securities were conducted
in connection with the policy outlined by the open-market investment commit-
tee, that committee holding its first meeting on April 13, 1923. From that
date until June, 1926, this bank participated on a percentage basis in all
securities bought and sold by the open-market committee, and such purchases
as were made by this bank locally were considered as a portion of the amount
allotted to Boston by the open-market investment committee. From that date
on the amount of United States securities held which were purchased locally
or independently of the open-market investment committee represents small
amounts which were taken in connection with Treasury operations. These pur-
chases of United States securities, together with those allotted this bank
through the open-market investment committee, amounted to about 7% per cent
of the total purchased for the system. The policy represented by the purchase
or sale of securities, I understand, will be covered in detail by the New York
bank. The policy agreed upon by the open-market investment committee has
always been reported to and approved by our bhoard of directors.

Chicago.—There have been four major operations in the purchase and sale of
United States Government securities since January, 1922. First, in the year
1922, when liquidation and deflation had taken place in commodity prices fol-
lowing the inflation in commodity prices in 1920 and the heavy demand for
credit at that time. As a result of this deflation. member bank loans were
liguidated at the Federal reserve banks to the point where it was doubtful if
they could earn enough to pay their expenses and dividends. The purchases
of Government securities at that time were not the result of a system policy,
but the purchases were executed by a committee acting on behalf of the indi-
vidual Federal reserve banks, as many of the banks were desirous of increas-
ing their earnings at that time. It can therefore be said that the purchases in
1922 were largely for the purpose of creating earnings, although such purchases,
by making money easier in the open market, doubtless contributed to the
business recovery which began in 1922,
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At the present time the policy of the Federal reserve system regarding earn-
ings has materially changed and it is not now considered necessary to purchase
Government securities solely for the purpose of creating earnings to cover ex-
penses and dividends, as it is now considered proper to pay dividends out of ac-
cumulated surplus, if necessary, rather than create an undesirable market sit-
uation of low-money rates by competition with member banks and others in the
purchase of such securities at a time when such purchases would not serve as
an aid to the general situation. In April, 1923, the Federal Reserve Board
urged the Federal reserve banks to sell their holdings of Government securi-
ties, as at that time the Treasury Department- felt that the purchases of Gov-
ernment securities by the Federal reserve banks was having an adverse effect
upon the Treasury’s program of purchasing in the open market Government
securities for redemption, so the excess amount of such securities held by Fed-
eral reserve banks were sold in 1923, leaving only a nominal amount in their
portfolios.

The next large purchase of Government securities by Federal reserve banks
resulted from a meeting of the open-market investment committee of the Fed-
eral reserve system in conjunction with the Federal Reserve Board and it
was concurred in by all 12 Federal reserve banks. Purchases were begun early
in December, 1923, and continued until early September, 1924. The purposes
of this purchase and the results attained are set forth in detail in a memoran-
dum by Governor Strong of the Federal Reserve Bank of New York presented
at a hearing before the House Committee on Banking and Currency in April,
1926. His memorandum is in such complete form that there is nothing {hat
we could add to it. However, the purposes indicated in Governor Strong's
memorandum appear to have been generally achieved. On the other hand,
the easy-money policy led to an increase in speculation accompanied by a sub-
stantial increase in speculative loans. In order to offset the speculative de-
mand, sales were made from the system investment account beginming in
December, 1924, and continuing until March, 1925. Such sales had at least a
partial effect in restraining speculation.

* The next large purchase of securities occurred in the summer and fall of
1927, and while this action was taken by the committee of the Federal reserve
banks in conjunction with the Federal reserve board, doubt was expressed by
some members of the committee that because of the inereasing speculative de-
mand for credit a purchase of Government securities would materially increase
speculation and might produce disastrous effects. However, it was finally
agreed that in order to facilitate the financing of our agriculturalt products and
to assist KEuropean countries in the purchase of our products by low-money
rates in this market and to prevent imports of gold, that these considerations
were more important to business and that whatever increase in speculation oec-
curred could be checked by the sale of securities after these objects were ac-
complished. However, the securities market had attained such momentum that
when sales of Government securities were made in the first six months of
1928 speculation was so violent and had proceeded so far that it was not
checked by the sale of these securities and because of the tremendous volume
of funds attracted to the call-money market, particularly in the form of loans
by others than banks, control of the situation had been lost and the only
remedy left was to sharply increase the rediscount rates.

The next major operation in the purchase of Government securities occurred
immediately after the stock-market crash in the fall of 1929 and the purpose
was to make money easy so that every possible obstacle could be removed in
helping to restore business confidence. Further moderate purchases occurred
in 1930, with the same purpose in mind, and practically no sales from the
system investment account have been made up to date this year.

Cleveland.—In 1922 the purchase of Government securities on the part of the
Federal Reserve Bank of Cleveland was occasioned primarily by a sharp drop
in earning assets and a desire to maintain them at a point sufficiently high to
provide for the bank’s expenses and dividends. The effect of this and other
open-market operations upon local conditions is obscured by the fact that the
bulk of these transactions occurred in New York. Consequently, while such
purchases may have had an immediate effect upon conditions in New York
City, the results locally may pot have been felt until sometime later when, as
a result of changed conditions in eastern markets, interest rates in Cleveland
territory may have been altered somewhat. It is observed that investment
account of fourth district reporting member banks increased during the year
1922, but not as much proportionately as is shown for all reporting member
banks in the country (see accompanying chart). It is also observed that
street loans in New York increased with system purchases.
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Sales of securities in 1923 were instituted primarily as a means of restraining
what appeared to be a tendency to an overexpansion in production, accom-
panied by a sharp increase in commodity prices which appeared during the first
four months of the year. Also such sales assisted in making effective an
increase in the discount rates of the Boston and New York banks from 4 to 4%
per cent.

The purchase of securities in 1924 was intended to relieve a tendency toward
higher rates, to permit member banks to liquidate indebtedness to the reserve
banks (which at that time was fairly heavy), and to encourage the creation
of additional foreign credits in this country to facilitate the exportation of
commodities. The effect was to produce an easier money situation in the
principal eastern markets, evidenced by reductions to 314 per cent on the part
of Boston, Philadelphia, and Cleveland, and to 3 per cent on the part of the
Federal Reserve Bank of New York.

Increased security purchases in 1927 were made in a period when business
was showing a reversal of the activity which had characterized immediately
preceding years, and at a time when large importations of gold were threatening
the maintenance of the gold standard in many European countries. It was eon-
sidered desirable to lend whatever aid the reserve system could toward a
strengthening of foreign-exchange rates in order to enable the free purchase of
American products by European consumers. The maintenance of easy money
conditions made possible the successful flotation of loans to foreign countries
and enabled them to reestablish themselves upon a gold standard. The results
of these operations were an improvement in exchange rates and important
exportations of gold to countries where the stability of the gold standard was
endangered. In our judgment it also assisted materially in a more prompt
revival of business activity in this country. To a degree the results of this
policy may have encouraged an increase in speculative activity, although in
our judgment the extent to which reserve bank policy and operations con-
tributed to the developments of 1928 and 1929 was not so much the direct
result of that policy as it was of a failure to reserve it more promptly in 1928,

Sales of securities in 1928 and 1929 were obviously designed to prevent the
-speculative sitnation from getting out of hand, but these efforts were offset in
large degree through funds or credit being made available to speculative
borrowers through nonbanking and uncontrollable channels.

Purchases of securities in the fall of 1929 were required to prevent the
absolute collapse of the security markets, and throughout 1930 have been con-
tinued to create a money condition which imposes no restriction upon a
resumption of business activity. The effects of this policy have been to bring
about a marked decrease in the price of credit and to encourage a freer lending
policy on the part of member banks as well as an increase in their investment
account.

Dallas—The policies governing these operations, beginning with 1923, were
determined by the open-market investment committee as constituted by the
Federal Reserve Board. These policies continued to be so developed until the
abolition of the open-market investment committee, which was finally suec-
ceeded by the open-market policy conference on March 25, 1930, We think
that recourse to the minutes of the open-market investment committee from the
time of its inception until it was succeeded by the open-market policy con-
ference, and also the minutes of the open-market policy conference since its
creation, would give a much more comprehensive answer to this question than
we could undertake. These data are no doubt available to the committee
or may be readily obtained. Likewise the succeeding preliminary memoranda
usually submitted by the chairman of the open-market investment committee
to the committee at its meetings, as well as a consideration by the committee
of credit conditions at that time and similarly in respect to the proceedings
of the open-market policy conference, will show the effect of such policies and
their execution.

From the time that the open-market investment committee was established
until the time of its abolition and the establishment of the open-market policy
conference with an executive committee, the open-market investment com-
mittee was composed of representatives of five Federal reserve banks, in which
this Federal reserve bank was not included. The policies so established
however, with the approval of the Federal Reserve Board, were submitted
to all Federal reserve banks with the option of participation. Subsequently
to the abolition of the open-market investment committee and the crea-
tion of the open-market policy conference, in which all Federal reserve
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banks are represented, the policies have been formulated by meetings of
the members of the open-market policy conference in Washington, and
either approved or disapproved by the Federal Reserve Board. While this
bank, like other Federal reserve banks, has not always voted in the affirma-
tive for such policies as have been established, the Federal Reserve Bank of
Dallas has always been guided by the majority vote of the conference and
has always participated in the consequential transactions, subject only to its
reserve and collateral positions in reference to Federal reserve notes. The
participation of this bank in any policy established, although its representative
may have voted in the negative, has been on the ground that our refusal to
participate would not in anywise change the effect of the policy.

Kansas City—No major operations undertaken locally, System operations
handled through open-market committee and open-market policy conference.
Minutes showing reasons on file with Federal Reserve Board.

Minneapolis—Due to rapidly declining amount of earning assets, our direc-
tors in 1922 authorized the purchase of $7,000,000 (the amount of our earned
surplus) in United States securities, to provide a back-log of earning assets.
We, do not feel that an operation of this size had any appreciable effect in the
market. During 1924, when there was a recession in industrial activity, and
the attitude of the business community was hesitant, the Federal reserve banks
bought for system account approximately $370,000,000 in Government securi-
ties. The funds thus placed in the market were used by member banks in
repayment of their borrowings and further resulted in a reduction of holdings
of acceptances by Federal reserve banks. DBy these purchases the system put
itself in a position, through the subsequent sale of these securities in case
undue expansion of credit seemed imminent, to check the same. In the first
half of 1927 business was active and gold was flowing into the country. By
June, however, a very definite recession in business was apparent and in addi-
tion gold began to move out of the counfry. The member banks’ borrowings
at the time being relatively heavy, the Federal reserve banks bought during the
summer Government securities to offset the gold exported and set aside for
earmarking so as to keep money fairly easy for agricultural and commercial
purposes. 'This was accompanied by a reduction in the rediscount rates at all
Federal reserve banks from 4 to 3% per cent.

In the fall, however, with the business demand deelining and a decided
increase in member bank credit used in investments and loans on securities,
the Federal reserve banks reversed this policy and let the continued outflow
of gold exert its tightening influence on credit conditions.

New York.—DBefore examining particular operations in Government securi-
ties a general statement is appropriate with regard to the purposes and con-
sequences of these operations. Generally speaking, purchases of Government
securities since 1922 have been made at times of business depression or recession
in the United States accompanied by unemployment, declining foreign trade,
weak commodity prices, and reduced speculative activity. Broadly speaking,
also sales of securities have taken place at times of large industrial activity,
full employment, firm commodity prices, and tendencies toward excessive
speculation.

These broad considerations are illustrated in the following diagram, which
compares the timing of principal security operations with the fluctuations in
industrial production in the United States as shown by the index computed
by the research division of the Federal Reserve Board, taking the years 1923
1925 as 100 per cent. As a general rule prices, employment, and various forms
of trade and speculative activity move roughly simultaneously with production.

Since the purchase of securities has a tendency to make money easier and
thus has an influence toward stimulating business activity, and since the sale
of securities tends to make money firmer and has an influence toward checking
excesses, it may be said that purchases and sales of government securities since
1922 have been such as might reasonably be expected to exercise some influence
toward business stability by aiding recovery at times of depression and retard-
ing excesses at times of prosperity.

Ags to the consequences of purchases or sales of securities, the first result in
each case has been to bring about an increase or decrease in the amount of bor-
rowing of member banks at the reserve banks. When the reserve system buys
securities the funds thus made available are employed by member banks to
reduce their indebtedness at the reserve banks. As a consequence these banks
find themselves in a position to lend somewhat more freely and money tends to.
be easier. Conversely, when the reserve system sells securities member banks.
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find themselves compelled to increase their borrowings at the reserve banks,
hence they find their lending power impaired and money tends to be firmer. The
relationship between changes in Federal Reserve security holdings and dis-
counts of member banks is shown on the accompanying diagram.

With a few exceptions every considerable purchase or sale of securities over
this period of years was in some measure a joint undertaking in which the
Federal Reserve Board and the officers and directors of the 12 Federal reserve
banks had a part. Any statement of reasons for action must represent an in-
terpretation of what was in the minds of these various participants when
decisions to buy or sell were reached. Perhaps the best that can be done is to
state the circumstances of the situation which were emphasized at the meetings
where the primary decisions for these purchases and sales were made.

PER CENT
140
S0LD SECURITIES
Ruised Rates
SiULD SEWURITIES
S0Lp SECURITIES
120 l oty p—

a
5"#&35‘%.’?‘2? SOLD SECURNIES!

Raised Rate

SECURITIES
100 I

i
BOUGHT SECURITIES
Lowered Rates

80 | BOUGHT SECURITIES T
i Lowered Rates BOUGHT SECURITIES
Lowered Rates
B?UGHT SECURITIES
owered Rates |\ DUSTRIAL PRODUCTION
60 (F. R.BOARD INDEX-1923—'25=100 PER CENT)

1922 1923 1924 1925 1926 1927 1928 1929 1930

Timing of purchases and sales of Government securities and discount rate changes com-
pared with changes in the volume of industrial production

The principal changes in holdings of Government securities reflecting policy
decisions from January 1, 1922, to the present have been—

January, 1922, to May, 1922, purchase of_ e $400, 000, 000
June, 1922, to July, 1923, sale of ____________ 525, 000, 600
December, 1923, to September, 1924, purchase of _______________ 510, 000, 000
November, 1924, to March, 1925, sale of_ 260, 000, 000
April, 1926, purchase of_._ _ - 65, 000, 000
August, 1926, to September, 1926, sale of 80, 000, 000
May, 1927, to November, 1927, purchase of N 230, 000, 000
January, 1928, to April, 1929, sale of e - 405, OOG,OOO
October, 1929, to December, 1930, purchase of __________________ 560, 000, 600

Purchases in 1922 were made before these operations had been placed under
the supervision of a system committee, except as to the details of execution.
These purchases took place at a time when business had just begun its recovery
from the depression of 1921 and when agricultural prices particularly were
seriously depressed. The consequence of this operation, together with large
gold imports, was to reduce discounts of member banks at the Fedéral reserve
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banks from over $1,000,000,000 to $400,600,000, and thus put the banks in a
position to advance funds more freely to their customers and to increase their
investments. It seems likely that this step aided in some measure the recovery
of business and agriculture from the depressed conditions of 1921, Purchases
were also followed by reductions in discount rates at several reserve banks and
by increases in the total volume of bank credit.

The sale of securities from June, 1922, to July, 1923, similarly was only in
part determined upon as a system policy, though sales were recommended by
a committee of governors organized in 1922 for the centralization of purchases
and sales of Government securities. At that time the Treasury Department
had indicated that it believed operations of the Kederal reserve system in
Government securities had interfered somewhat with an orderly market for
these securities. These sales undoubtedly had some effect in retarding growth
of bank credit during 1923, pushing money rates to higher levels, and tending
somewhat to check the business expansion which had been going forward
throughout 1922 and early 1923 at a pace that was alarmingly rapid, accom-
panied by considerable speculative activity.
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The large purchases of securities from December, 1923, to Ffeptomber, 1924,
were the first ones to be handled in a joint-investment account for (e Federal
reserve system. The reasons for and results of this purchase were set forth
by Governor Strong in a memorandum written on December 26, 1924,

It seems reasonable to believe that the rapid recovery of business from the
depression and severe unemployment that characterized the summer of 1924
may be partly ascribed to easy money and ample credit facilitated by the
purchase of Government securities at that time,

MEMORANDUM BY GOV. BENJAMIN STRONG ON OPEN-MARKET OPERATIONS OF 1924

DecEMBER 26, 1924,

(The following memorandum is intended to give a point of view in regard to
the open-market policy of the Federal reserve banks which has never been ade-
quately explained to the public. Because of the failure to do so the Federal
reserve system has suffered some criticism, partly uninformed and partly
deliberately unfair.)

By the fall of 1923 the bulk of the short-time Government security holdings
of the Federal reserve banks had been liquidated. The sales made throughout
the previous year had forced member banks to borrow considerable sums from
the Federal reserve banks in order to replace the reserves which they lost when
payment for the securities was made to the Federal reserve banks. The fall
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of 1923 saw the members borrowing about $835,000,000 on direct discounts from
the reserve banks, of which over $200,000,000 was in New York. At that time
considerable importations of gold were being received from Europe. There
was developing some recession in business; the New England textile manufac-
turers had suffered a severe slump; the same being to some extent true of
rubber, some branches of the steel, and of other trades. But the most serious
difficulty which had developed in any part of the country was the banking
situation in the West, especially in the Northwest and Southwest. Banks
were failing almost every day.

Notwithstanding imports of gold, there was continued pressure by member
banks to liquidate their indebtedness to the reserve banks, causing, in turm,
pressure by member banks upon their borrowers to repay loans. The com-
mercial-paper rate was 5 per cent; rates for 90-day bankers' acceptances, 414
per cent; customers’ loan rates at New York about 514 per cent; time loans
upon securities, 514 per cent; stock-exchange call money, 43, per cent; the dis-
count rate of the Federal Reserve Bank of New York was 4% per cent, where
it had been maintained since ¥February 23, 1923.

The condition of the farming community, including the cattle industry, was
coming perilously near a national disaster, and feeling became so strong through-
out the West that all sorts of radical proposals for legislation and other Gov-
ernment relief were being urged.

Sterling had declined in November to $4.26 under the influence of a general
flight of capital from Europe to this country. Interest rates in London were
lower than in New York. “ Money” (3-months’ bank bills) was quoted from
3 to 33 per cent; tap rate on Treasury bills was 23 to 3 per cent, and the
official rate of the bank was 4 per cent.

It was under these conditions that the Federal reserve banks undertook the
gradual repurchase of short-time Government obligations. The following definite
objects were in mind, at least so far as the writer was concerned :

1. To accelerate the process of debt repayment to the Federal reserve banks
by the member banks, so as to relieve this weakening pressure for loan liquida-
tion.

2. To give the Federal reserve banks an asset which would be automatically
liquidated as the result of gold imports so that later, if inflation developed from
excessive gold imports, it might at, least be checked in part by selling these
securities, thus forcing member banks again into debt to the reserve banks and
making the reserve bank discount rate effective.

3. To facilitate a change in the interest relation between the New York and
London markets, without inviting inflation, by establixhing a somewhat lower
level of interest rates in this country at a time when prices were falling gen-
erally and when the danger of a disorganizing price advance in commodities
was at a minimum and remote.

4. By directing foreign borrowings to this market to create the credits which
wméld be necessary to facilitate the export of commodities, especially farm
produce,

5. To render what assistance was possible by our market policy toward the
recovery of sterling and the resumption of gold payment by Great Britain.

6. To check the pressure on the banking situation in the West and Northwest
and the resulting failures and disasters,

The writer had roughly estimated that it might be possible for Europe to ship
us still some $400,000,000, which I thought would likely be distributed over a
period, of say, two years, but that, notwithstanding these gold shipments, pres-
sure for liguidation of bank loans would not be reduced promptly enough, except
it was accelerated through purchases of securities by the reserve banks.

In pursuance of this policy, the Federal reserve banks gradually purchased
over the following eight or nine months a total of $500,000,000 of short-time
Government securities, and throughout that period gradually reduced discount
rates until the rate of the New York bank was 3 per cent, whereas the Bank of
England on July 5, 1923, had raised its rate of discount to 4 per cent and exer-
cised its influence to maintain open-market rates in London at a somewhat
higher level than during the previous year.

In reviewing what has happened during the past year, the outstanding event,
of course, has been a crop of unusual size and, as to all but corn, of good
quality, produced at a time when there was a crop shortage in the rest of
the world; that, itself,, gave the country a fortunate recovery from some part
of the depression which was growing. If, as indeed was the case, however,
the Federal reserve policy hastened the establishment of cheaper money, then
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the developments directly attributable to cheap money must be considered as
in part the outgrowth of that policy. These may be enumerated as follows:

1. The pressure for lignidation of bank loans was gradually rclaxed, and in
the summer of 1924 bank borrowing from the Federal Reserve Bank of New
York and the other large reserve banks had practically all been liquidated;
and somewhat similar conditions developed throughout the Middle West, the
evidences of credit pressure and of disorganizing liquidation gradually dis-
appearing. The banks of the State of Iowa, as an example, had reduced their
debt to the Federal Reserve Bank of Chicago from $98,000,000 to about
$12,000,000, due largely to the willingness of the member banks to lend money
more freely in that State where credit disasters had developed, and as a result
of which banking conditions were stabilized. And the same seems to have
been true in the Minneapolis, Kansas City, and Dallas distriets,

2. The outcome of the crops made it necessary for Europe to make unprece-
dented purchases of our small grains at very high prices compared to recent
years. But the coincidence of low rates for money in this market and higher
rates in London enabled foreign governments and foreign corporation borrow-
ers to place a total ot a billion and a quarter of loans in the market, which
provided the credit to be used in paying for the erops. Had these foreign loans
not been placed in this market it is quite certain that foreign purchasers of
our farm produce would have found difficulty in financing these purchases,
which could only have been made by short time bank credits ; the extensive use
of our banking system for financing of that sort would not only have been at
high rates, but might have been an influence for the creation and maintenance
generally of much higher rates than have prevailed during the crop-moving
season, Our crop sales to Burope might have been much restricted.

3. For a period of at least 12 years, as I recall—that is, since about 2 or 3
years before the outbreak of the war—there had been no such market for
investment securities as would enable our railroads, public utility, and in-
dustrial corporations to make capital issues on reasonable terms, so as to refund
short-time loans and provide the money for needed extensions and betterments.
The past six months or so has enabled them to do so. There has rarely been
a period of easy money in this country where sound financing has been so
evident as in this period, and where the absence of promotion and other
security issues of doubtful character has been so marked.

4. One of the greatest menaces to our ultimate security against inflation has
been the uncontrollable stream of gold coming to this country to make needed
paymenis for whieh credit was not available. Had our credit not been avail-
able to pay for this year’s crop exports, the amount of gold coming would un-
doubtedly have been much larger, or, at least the gold movement would have
continued longer. Our loans to Europe and the rest of the world because of
lower interest rates in this counf{ry than in England, have been an important
influence in increasing the value of sterling in terms of dollars to a point
where the gold premium in London was constantly reduced and ultimately the
bazaar premium in India being finally above the premium in London caused the
diversion of the stream of gold from South Africa to Europe or India instead
of to this country. A favorable monsocon and a high value for the rupee in
terms of sterling assisted in this result, but a lower interest level in America
than in England and on the Continent was a further influence in turning the
tide of gold away from the United States.

5. The recovery of sterling has now reached a point where it is reasonably
possible for the British Government and the Bank of England to consider the
resumption of gold payment. Whether they do so or not depends upon their
own sense of security for the long future. But this country is still in position
to give them needed assurances of credit for a long period if they require it.
‘We have seen the Swedish, Dutch, and Swiss exchange return to par or above;
the Austrian and Hungarian currency remain stabilized; and finally the loan
to Germany under the Dawes plan readily absorbed and a long stride toward
currency stabilization taken by Germany. At least in part these results are
to be attributed to the free use of our credit markets by Europe, much facili-
tated by easier rates than for some years past in this country.

6. It is difficult to state to what extent gradual recovery of confidence and of
business in this country can be attributed to ease of credit conditions. It can,
however, be definitely stated that if some $500,000,000 of credit had not been
furnished the market by the purchases of the Federal reserve banks, {he liqui-
dation which was proceeding for the purpose of repaying loans from the reserve
banks would have continued for a much longer period, and, instead of having
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some expansion of bank credit such as has taken place, we would have had some
further contraction and probably a definite further slackening of business and
lowering of prices.

On the other hand, there has been no very general advance in the prices of
commodities, outside of agricultural produce, and certainly as to those com-
modities higher prices were imperative. The foreign buying caused the ad-
vance, and that was certainly facilitated by cheap money. It was mainly due
to crop shortage throughout the world, and it was cheaper credit which aided
the distribution. The only definite price advance which can be attributed to
cheap money is in the security market. While this has attracted widespread
comment and may have been facilitated by easy money, nevertheless, it can
largely be attributed to favorable political developments throughout the world,
which had a profound effect upon the psychology of people generally., And in
any event the readjustment of values which has taken place is probably not
greatly out of line, if at all, with the intrinsic value and earning powers of our
industries.

7. Finally, it must not be overlooked that one of the developments of the past
year, which may in part be attributed to the policy of the Federal reserve sys-
tem, but also quite largely to favorable crop developments, and to political
developments, has been a greater feeling of tranquility and contentment
throughout the country than we have experienced at any time since the war.
Employment conditions are improving, industry, and transportation in a general
way are sound and successful and the relief of the strain on the banking situa-
tion throughout the West has done much to arrest the growth of unsound
and radical and extreme ideas which might, indeed, have been a menace to
both Government finance and a sound monetary and credit policy.

Sales of securities in late 1924 and early 1925 were made at a time when
business had made such a rapid turnabout from the depressed conditions of
the summer of 1924 that the movement appeared to be going too fast, accom-
panied by a rapid rise in wholesale prices and a rapid increase in total loans
and investments of banks, and an increase in speculation evidenced by an
inerease in brokers’ loans and in security prices. The sale of securities, together
with changes in discount rates, appear to have been an important influence in
retarding this tendency to excess, bringing bank credit to a more normal growth
and retarding speculative movements, These tendencles are illustrated in the
accompanying diagrams. The small purchase and sale in 1926 accompanied a
temporary loss of business confidence early in the year and a revival in the
autumn. The changes in security holdings were accompanied by changes in
the discount rate of the Federal Reserve Bank of New York, It is difficult to
trace the results of these rather narrow movements.

The purchases of securities in the summer and early autumn of 1927 were
made under circumstances similar in some respects to those of 1924 described
in Governor Strong’s memorandum, It was a time of moderate business
recession, gold imports, and accompanying pressure on the position of the cen-
tral banks in a number of couniries which had only recently returned to the
gold standard. Wholesale commodity prices had been declining more than a
year. The result of the operations was to diminish the discounts of member
banks, a change which was followed by a more rapid increase in bank credit
and easy money rates. There was a prompt flow of funds from New York to
the interior shown through transfers in the gold-settlement fund. Foreign
exchange rates which had been very weak and near the peint at which gold
moved to the United States, immediately strengthened and gold exports began.
Before these developments EHuropean bankers had been apprehensive of a serious
credit stringency, which would bring with it high money rates, depressed
business, and greatly reduced foreign purchases of American goods. This
danger was averted. Firmer wholesale prices and improved production fol-
lowed soon after. There was also an increase in speculative activities, which
hy the beginning of 1928 had reached a point to cause concern.

Sales of securities of 1928 and 1929 were made with a view to checking
excessive credit expansion, particularly for security speculation. The sules
regulted in a large increase in the discounts of member banks which led banks
to scrutinize their loans and investments more closely. The expansion of bank
credit was fairly well checked. Security speculation, however, was not per-
manently checked, partly because other lenders provided the funds for further
expansion which banks were reluctant to supply and partly, it scems likely,
because the reserve system did not pursue a sufficiently vigorous discount rate
policy.
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Purchases of securities in October and November, 1929, were made to meet
an emergency demand for funds, as the stock market broke and New York
banks were called upon to prevent a money panic by supplying funds to replace
a part of the huge amounts of funds withdrawn in alarm by other lenders.
A contemporary account of these events from the Monthly Review of the Fed-
eral Reserve Bank of New York follows herewith. These purchases aided the
New York City banks in meeting the emergency and helped prevent the security
disturbance from causing a money panic or indeed a serious credit strain. In
fact, they made possible a decline in interest rates in the face of an extraor-
dinary demand for funds.

Further purchases in 1930 enabled member banks to liquidate further their
indebtedness at the reserve banks, thus reversing the operations of 1928-29
and helping to remove any shortage in the basic supply of funds as a possible
obstacle to business recovery.

MoNEY MARKET IN OCTOBER *

The past few weeks have witnessed an abrupt reversal of credit trends which
had continued for about two years. Stock prices have turned downward. Bond
prices have made some recovery. Loans to brokers and dealers have decreased
sharply, and there has been a sudden shift between lenders. Interest rates have
declined rapidly and foreign exchange rates have strengthened to points where
gold exports have been made.

Of these developments the decline in stock prices has been the most spee-
tacular and in large measure the controlling event. The decline has carried
representative price averages below the lowest points heretofore reached this
year, though not to points which are low relative to the levels of prices of 1928
or any previous year.

Whereas the gradual recession in stock prices which had faken place in Sep-
tember had not been asccompanied by any substantial liguidation in loans to
brokers and dealers, partly because of the continued large volume of new stock
issues, calling for additional amounts of credit, the drastic declines of the past
two weeks have released a considerable amount of funds. For the two weeks
from October 18 to October 30 the figures for loans to brokers and dealers
reported by the New York City banks for their account and the account of their
bank and other customers show a decrease of $1,263,000,000. The distribution
of this decrease between lenders is of particular interest. Loans made for
account of others than the New York City banks and their out-of-town corre-
spondents decreased $1,432,000,000, and loans made by the New York banks for
their out-of-town correspondents decreased $805,000,000. On the other hand,
loans to brokers and dealers made by New York City banks for their own
account increased $974,000,000, and these banks also increased their loans
directly to customers by an additional $260,000,000.

From the point of view of the general credit situation the net result of these
movements was to bring about an increase of $1,374,000,000 in the loans and a
similar increase in the deposits of the New York City banks, with a consequent
inerease in the amount of reserve balances they are required to maintain on
deposit at the Federal reserve bank. In a period of one week from October 23
to 30 the reserve requirements of these banks were increased more than
$200,000,000.

These movements illustrate once more the fact, which has previously been
commented upon in this review, that loans to brokers and dealers by lenders
other than banks constitute a potential drain upon bank resources, which is
most likely to become an actual drain in periods of emergency. The New York
City banks were able to handle the huge burden which was shifted to them
without any disturbance to the money market by reason of an increase of over
$150,000,000 in the security holdings of the reserve banks and a like increase in
rediscounts.

After the first week of October the prevailing call loan renewal rate was 6
per cent, compared with 8 and 9 per cent in September. Aecompanying ease in
call loan rates, time loan rates declined from 993} per cent at the beginning
of October to 6 per cent at the end of the month. Open-market commereial
paper rates showed a slight decline from 634 per cent to 6614 per cent. Bill
rates dropped from 5% to 454 per cent and the yield rate on Treasury certifi-
cates declined over three-quarters of a point. On October 81 the rediscount

1 From Monthly Review of Credit and Business Conditions, New York, November 1, 1929.
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rate of the Federal Reserve Bank of New York was reduced from 6 to 5 per
cent, effective November 1. These changes are summarized in the table

following.
Money rates at New York
Oct. 31, { 8ept. 30, Oct. 31,
1928 1928 1928
Btock exchange eall loans. oo ... 1614-8 18-10 16
Stock exchange 90-day Joans.. ... ... ... ________ 7 9-1{ 6
Prime commereial paper, ... R 514 634 6-614
Bills—90-day unindorsed. ... ...._. 414 514 45
Customers’ rates on commercial loans.__ 15.47 18.07 26.07
Treasury certiﬁcates and notes:
Maturing 1?/[% .................. 4,48 4.62 3.94
Maturing Mar. 15, .o eao o cmieaamaeaan 4.63 4,63 3.87
Federal Reserve Bank of New York rediscount rate__.__.___._.__ - 5 6 6
Federal Reserve Bank of New York buying rate for $0-day bills__________ 414 374 5
1 Range for preceding week. 2 Average rate of leading banks at middle of month.
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The decline in interest rates in the early part of October was a consequence
in part of a lessened demand for funds in the security markets, but more
largely a cumulative effect of purchases of bankers’ acceptances by the Federal
reserve banks for a number of weeks in amounts larger than the increasing
requirement for funds of the autumn season. Autumn currency requirements
were also somewhat less than usual. Under these circumstances, the New
York City banks had been able largely to liquidate their indebtedness at the
reserve bank, a condition which is normally accompanied by easy money
conditions.

The liquidation of the stock market in the last two weeks of the month
and the accompanying movement of brokers’ loans was not a factor making
directly for easier money, for, as has been indicated above, the net result of
the changes in brokers’ loans was to increase rather than to diminish the
call upon bank funds, and the banks were able to meet the huge additional
demand for credit only by reason of large security purchases by the Federal
reserve banks and an increase in their rediscounts. So that at the end of the
months the borrowings of the New York City banks were $170,000,000 compared
with $63,000,000 in the early part of the month, and the discounts of the Fed-
eral reserve system were $990,000,000 compared with $930,000,000 earlier in
the month.

Two aceompaniments of the easing tendency in interest rates have been
the recovery in bound prices which has raised representative averages about
one point, and a vigorous recovery in foreign exchange rates. The recovery
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in exchange rates has been comparable with that which occurred in the late
summer of 1927. On both occasions the principal European exchanges rose
rapidly from quotations which were close to the points at which gold tended
to move into the United States to quotations close to, if not actually above,
the gold export points. In fact, in the case of the French exchange the gquo-
tations have recently been such as to show a slight profit in gold exports and
a small amount of gold has moved from New York to Paris. Both in 1927 and
during the past month this vigorous recovery in the exchanges has appeared
to reflect a movement of funds from New York to the principal European
centers, largely in response to a differential in money rates between New York
and those centers, though in the recent instance it has also accompanied a
liquidation in the stock market.

BILL MARKET

During the first part of October, seasonal drawings of bilis increased the
supply in dealers’ hands very substantially, and, although the investment de-
mand also rose materially, dealers’ aggregate purchases exceeded their sales,
As open market portfolios of bills already were large, the excess of supply
over the demand was offered to the reserve system. The development of easier
money conditions, however, allowed the dealers to carry an increasing proportion
of their portfolios outside the reserve bank.

The continuance of relatively easy-money conditions throughout the balance
of the month was accompanied by a large increase in the investment demand,
both local and foreign, and as dealers’ purchases of new bills were materially
reduced, supplies of bills on hand declined to a total between ome-third and
one-half the volume at the opening of the month. In an effort to replenish their
portfolios, the dealers made four successive reductions in their rates, a total de-
crease of one-half of 1 per cent between October 22 and 29, bringing the offering
level for 30 to 90-day unindorsed bills to 484 per cent, the lowest level since
January 3 of this year. Offering rates for four months’ bills also showed a
decline of one-half of 1 per cent to 434 per cent, and 5 and 6 months’ bills a
reduction of five-eighths of 1 per cent to 474 per cent.

A further increase of $72,000,000 in the volume of bankers’ acceptances out-
standing occurred during September. The total of $1,272.000,000 on September
80 was within $12,000,000 of the peak of cutstanding dollar acceptance credits,
reached at the end of December, 1928, and was $268,000,000 larger than the
total for September of last year and $408,000,000 above the outstandings of
September, 1927. Acceptances based on goods stored in or shipped between
foreign countries again showed a larger increase than any other class, and it is
this type of acceptance financing that accounts for the larger part of the in-
erease in total cutstandings over a year ago.

COMMERCIAL PAPER MARKET

Accompanying the lower rates prevailing on stock exchange security loans,
some revival of the bank investment demand for open-market commercial paper
occurred after the first week of October. Better buying was reported as coming
from banks in the Middle West, Southwest, and in New England; and in the
New York market there were larger orders reported for the aceount of out-of-
town correspondents than in some months. The rate for prime names declined
slightly during the latter part of the month to a range of 6-614 per cent, as
against the 614 per cent rate prevailing when bank investment demand was least
active. Even at the slightly lower rate level, the amount of new paper being
created by commercial and industrial concerns remained of rather small pro-
portions, and dealers indicated that they were more desirous of acquiring addi-
tional paper than they had been in some time. :

During September, the amount of commercial paper outstanding through 23
firms declined 1 per cent to $265,000,000 on the 30th. This amount is 38 per cent
less than the outstandings at the end of .September of last year. .

Philadelphia.—The principal reason for those operations was a desire to keep
the supply of Federal reserve credit in the market reasonably adjusted to the
requirements of commerce and industry. We think these operations, included,
as they were, in the general discount policy of the system, accomplished their
purposes.

Riohmond.—(a) This bank has not engaged in any operations except through
participation in transactions of the open-market investment committee, and, at
times, owing to ifs reserve position and for other reasons, has refrained from
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such. participation. The prinecipal reason for the major operations has been,
we think, to aid in giving stability to the money market and to correct credit
tendencies in both directions. Another reason has been to offset the effect of
gold imports and exports. (b) The main consequences of such operations we
think have been, as above indicated, to increase or decrease the volume of credit
and stabilize money conditions, and, when undertaken for offsetting the effect
of gold movements, to maintain money-market conditions.

St. Lowis—In 1922 and 1923 purchases were made by this bank as a conven-
ience to our member banks and in order to keep our surplus funds working.

When open-market committee was formed we uacted in accordance with its
recommendations as evidenced by its minutes.

When open-market committee was succeeded by open-market policy confer-
ence we acted in accordance with its recommendations.

San Francisco.—

[In approximate millions of dollars]

: !
Date "Purchases| Sales Comments

February to June, 1922_______ 40 oo Due to precipitous drop in earning assets, directors
believed at the time that the bank should maintain
its earnings at a point sufficient to pay dividends,
June, 1922, to June, 1823 ____._'__.__.____ 50 | This movement can be attributed to 2 causes: First,
the desire of the Treasury to have Federal reserve
banks dispose of holdings of Victories in the market
($10,000,000), and to sell in the market or redeem be-
fore maturities notes of specific issues ($24.000,000).
There also was disposed of $5,000,000 in bonds secur-
ing “bank’ notes issued to carry out the provisions
of the Pittman Act. Second, because it was be-
lieved the system’s holdings were too large and the
market could absorb a reduction without distur-
bance, particularly as gold was flowing toward the
United States. The remaining reduction of
$11,000,000 either took the form of sales to the mar-
ket or maturities which were not replaced.
January to September, 1924___ 50 . _o-. Volume of system’s credit was falling off and it ap-
peared desirable {(inasmuch gs purchases could be
made without disturbing the money market, credit
conditions generally, and the price of Government
securities) to accumulate holdings sufficient to give
the system means of firming rates promptly if the
necessity for such action should manifest itself.
November, 1924, to March, |._...__._. 25 | Gradual reduction of system’s portfolio of Govern-

1925, ment securities undertaken to maintain the effec-
tiveness of discount rates.

During 1927, the system’s holdings of Government securities increased from
time to time. In some cases, this took the form of temporary certificates to
cover Treasury overdrafts fellowing redemptions of maturing obligations, and
also took the form of investmentis to offset foreign banks earmarking gold in
the United States. Owing to San Francisco’s earning position, its regular pro-
portion of participation was not at times taken, which accounts for the absence
of noticeable changes in its participation account during 1927.

[In approximate millions of dollars}]

Date cll’:gsrés Sales Comments

December, 1927, to May, 1928.|......._.. 30 | This was a reversal of the system’s policy during
. 1927 in whicli .purchases were undertaken t6' easé
the consequences of gold.exports, to make eflective
reduced discount rates granted to stay the business
recession showing evidence in the United States.
) It was believed also that an easier credit cordition
i in the United States would stimulate European
! purchases of American farm products.
March to December, 1930..._. 80 Following the severe business recession which
: gvidenced itself in the latter part of 1929, the systemt
acquired Government securities with a. view of
easing the credit situation. San.Franecisco.had not
been participating in these purchases, but, in view
%f[ its gﬁgh reserve position, accepted $25,006,000 in
arch.
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In the main, it is believed that the consequences of these operations were
generally those intended, as indicated above.

A more prompt and vigorous reversal of the easing policy made effective
during the latter part of 1927 might have advanced, and, possibly, measurably
modified, the collapse which came in 1929,

3. What, in your opinion, has been the effect since 1922 of changes in the
portfolio of the United States securities and bankers’ acceptances held by all
Federal reserve banks on fluctuations in brokers’ loans and on fluctuations in
security loans and investments of all member banks and of member banks in
your reserve district?

Atlanta.—Increases in the portfolio of the United States securities and
bankers’ acceptances held by all Federal reserve banks normally increase the
supply of funds available to banks and the money market, with the result that
money becomes easier. Decreases in the portfolio of United States securities
and bankers’ acceptances normally reduce the supply of funds available to the
banks and the money market, with the result that money becomes tighter. At
times when the supply of funds exceeds the demand of commercial borrowers at
constant or declining rates of inferest, the banks resort to security loans and
investments for the full utilization of their funds, encouraged by the more
attractive rates of these types of paper. When through the open-market
operations of the reserve banks the supply of funds is reduced, the banks
normally either liquidate their security loans and investments or increase their
rediscounts as the demand of their commercial borrowers maintains its level
or increases. It is our opinion that the changes in the portfolio of the Federal
reserve banks since 1922 have resulted in these usual conditions.

Boston—Thére has been little if any correlation so far as collateral loans
and brokers’ loans held by member banks is concerned; on the other hand, it
is possible that credit released through the Federal reserve open-market
operations may have had some bearing in the large increase of member banks’
holdings in volume of securities.

Chicago—The purchase of United States securities and bankers’ acceptances
in 1924 and in 1927, which were both major operations, undoubtedly tended to
increase brokers’ loans and security loans and investments of the larger mem-
ber banks in our district because in both those years, particularly in 1927, there
was a strong demand for speculative credit. Any easing in money-market rates
during a period of speculative demand naturally increases that demand because
of the additional amount of funds available in the money market at low rates.
However, during 1930 brokers’ loans and other security loans did not increase,
notwithstanding the easier money rates and at the present time with open-
market money rates as easy, if not easier, than they have ever been in the
history of this country, there is very little speculative demand for credit. This
is usually true in a period of deflation or depression. The sale of securities
produces just the opposite effect ordinarily as long as the Federal reserve
system can control the rates in the money market. However, in 1928 these
sales did not produce the desired effect, as indicated above, for the reason that
speculation had long passed the incipient stage and had become violent and
excessive, and borrowers for speculative purposes paid no attention to high
money rates, the high rates for call money having attracted funds from nearly
all countries of the world and particularly funds from corporations, firms, and
individuals represented in brokers’ loans as * Loans by others.” These outside
funds could not be controlled by the Federal reserve system and the high ecall-
money rates in New York, instead of serving to decrease the amount of loans
had just the opposite effect as they attracted more funds to New York from the
sources mentioned.

Cleveland.—There does not seem to be any definite relationship between the
volume of Government securities and bankers’ acceptances combined beld by
all reserve banks and brokers’ loans. (See accompanying chart.) From the
beginning of 1924 brokers’ loans showed almost continuous and uninterrupted
advance until October, 1929, despite wide fluctuations in the total amount of
securities and acceptances held by the reserve banks. We believe that the
volume of open-market paper held by the reserve banks does influence invest-
ment and security-loan policy of member banks through the effect that changes
in holdings of such paper usually have upon rates of interest.

In the fourth @istrict changes in money conditions that may be a reflection of
open-market activity in New York apparently influence the volume of invest-
ment securities held to a much greater degree than the volume of collateral
loans. This is particularly true in periods of extreme money ease.
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Dallas—Our answer to this question will be found largely in our answer to
the preceding question. In so far as the purchase of Government securities by
the Federal reserve banks is concerned, as open-market operations are excessive
(as the result of an arbitrary determination of the amount), artificial ease of
credit conditions is created; the volume of rediscounts with Federal reserve
banks declines below what it would be normally, and to the extent that excess
reserves are created member banks are induced to seek investments, It is for
this reason that we believe that less and less dependence should be put upon
the purchase and sale of Government securities and more and more dependence
put upon the volume of bills offered to the Federal reserve system and the
proper adjustment of system buying rates for such bills. The prineipal obstacle
which we see to successful open-market operations is the fact that the Federal
reserve system has nothing which it can sell into the market in order to harden
rates or restrict the expansion of credit when that seems desirable, and has
therefore been more or less forced to acquire assets which may be used for
that purpose; but in acquiring them there is the tendency to create the very
condition for the correction of which it desires to have the assets in its port-
folio. The result has been that the process of purchasing Government securities,
on the one hand, or, on the other hand, selling Government securities, has
continued probably over too long periods of fime.

Kansas City.—Detailed statistics answering this question can be obtained
from Federal Reserve Board, division of research and statistics.

Minneapolis~—Very little, if any, in our district.

New York—The following diagram illustrates the relationships between
open-market operations in Government securities and bankers’ acceptances and
the fluctuations of brokers’ loans, security prices, bank security loans, and bank
investments. The most direct and obvious relationship indicated by these
figures is the relationship between bank investments and Government security
operations of the reserve banks. Purchases of Government securities by the
reserve banks have relieved member banks from their indebtedness at the
reserve banks and have placed them in a position to increase their investments
and, conversely, the sales of Government securities have been followed by
increases in the indebtedness of the member banks and declines in their invest-
ments as they sought to liquefy their positions. There is a somewhat similar
connection between security operations at the reserve banks and the security
loans of the member banks, though the relationship is much less direct.

Both the figures and the consideration of what actually takes place indicates
some relationship between Government security operations and fluctuations in
brokers’ loans. There is evidently a tendency for security purchases by the
reserve banks to be accompanied or followed by some increase in brokers’
loans, and sales to be followed by a decrease or a pause in the advance, though
this tendency is less marked than the case of bank investments. The most
violent fluctuations in brokers’ loans, however, in recent years have been
directly opposite to what might be expected from the changes in Federal re-
serve security holdings. Sales of securities in 192829 did not prove effective
in checking a rapid rise of brokers’ loans, nor were purchases in late 1929 and
1930 followed by any stay in the decline in brokers’ loans. At times when
loans by banks were the dominating element in brokers’ loans, they appear to
have been somewhat influenced by Federal reserve security operations, but the
growth of loans for account of others was partly responsible for the lack of
effectiveness of Federal reserve policy.

Changes in aceceptance holdings, as shown by the diagram, have been largely
seasonal and have provided, without the strain involved in discounts, a con-
siderable part of the seasonal requirements for Federal reserve credit. The free
movement of acceptances into and out of the reserve banks in response to trade
demands has done much to remove seasonal credit strains and plethoras.
Generally speaking, there has been little noticeable relation between Federal
reserve holdings of bankers’ acceptances and fluctuations in brokers’ loans or
bank security loans and investments., The autumn of 1928 was perhaps an
exception, when an unusual rise in acceptance holdings was accompanied by
an increase in brokers’ loans. Even in this case, however, the expansion of
brokers’ loans was based largely on credit from nonbanking lenders.

Philadelphia.—The use of Federal reserve credit augments the loaning power
of the member banks. Purchases of Government securities release money
already invested in securities, and it is more than likely that the sellers of such
securities naturally would invest the proceeds of such sales in other securities
and cause more or less activity in the security market. On the other hand,
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they might have been used for loans on securities, or on call, or for commercial
loans. But it is impossible to follow the trail of credit when released. The
purchases of bankers’ bills were made with the purpose, for the most part, of
establishing and maintaining a discount market. It is impossible to say whether
or not the proceeds of those purchases found their way into the investment
market and/or loans on securities, or again into commercial loans.
Richmond.—As indicated in the answers to No. 2, changes in the portfolio
of United States securities and bankers’ acceptances held by all Federal Reserve
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Banks have tended to increase or decrease the volume of credit and have had
some effect upon rates, and so have tended to influence fluctuations in brokers’
loans and fluctuations in security loans and investments of all mémber banks
in the country at large. The direct effect upon member banks in this district
we think has never been material, if traceable, ‘
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St. Louwis—In the eighth district the effect has been small, even in St. Louis,
and practically negligible in other portions of the district.

San Francisco.—The public’s desire to share in what was regarded, for a
time at least, as a new era of industrial prosperity, has had considerable to
do with the change in form of credit from bank loans to securities.

However, during the earlier period under review, the changes in character
of Federal reserve assets did not noticeably manifest themselves in important
fluctuations in brokers’ loans, security loans, and investments of member bankKs.
Later, the release of Federal reserve credit, regardless of whether it took the
form of inereased discounts or purchase of United States Government obliga-
tions or purchase of acceptances, had an expansive effect on credit for which
there was an increasing demand by industry for capital purposes.

What may be said for the Nation as a whole is applicable to the twelfth
district.

4. Viewed in the light of subsequent events, what policies should the Federal
reserve banks have followed in the purchase of United States securit es in 1924
and 19277

Atlanta.—The objectives which the Federal reserve banks hoped to accomplish
through their purchases of United States Government securities in 1924 and
1927 were worthy objectives, and their policies adopted on these occasions
were followed by the very beneticial results for which they were intended.
That these policies were not allowed to function normally would not affect my
opinion that their purpose was valid, and that the attainment of this purpose
was beneficial. B

Boston.—Both of these purchase operations appear to have been successful,
The principal criticism might be with the tardy reversal in the latter part of
1927 when the need for this stimulus had been passed.

Chicago—It is possible that in 1924 too much money was put into the
market by the purchase of Government securities that year and the results
might have been more satisfactory if smaller purchases had been made but it
was, of course, difficult to determine in advance the extent of the effect the
purchases would have on our domestic situation, although it seems that the
objects to be attained were accomplished and during a period of speculative
demand for money it is not possible to keep funds that are put into the market
from getting into speculative channels, In 1927 the danger of puttinz money
into the market was greater than in 1924 as speculation was well under way,
and it would now appear that the objects which were accomplished at that
time were more than offset by the loss of control of the money-market situation
which continued through 1928 up to the fall of 1929.

Clevelund.—In the light of what subsequently transpired, we helieve that it
would have been better had purchases of securities been suspended earlier in
1924, In 1927, however, we believe that the situation warranted the action
taken although, as indicated in reply to question 3, we believe that the sale of
securities which took place in early 1928 should have been accomplished by
prompt and decisive increases in rediscount rates. Such action was not taken
for fear of possible harmful consequences to business but in the light of de-
velopments it is believed that whatever harmful effects this might have had
would have been preferable to a continuation of the then existing speculative
situation and the extremely harmful results which it ultimately brouglit about.

Dallas—We bave no comment or criticism as to the objective sought by the
policy of 1924. It is, however, to some extent, clear that in view of the large
gold imports between 1920 and 1924 the purchases of Government securities
were excessive and continued over too long a period of time, as a result of the
arbitrary determination of the amount purchased. This result was no doubt
brought about by a desire on the part of the open-market investment committee
to acquire a portfolio for use later on in the correction of any undue ease, but
it aggravated and extended if not actually created a period of excessive ease.

In the light of subsequent events the policies formulated and put into prac-
tice in August, 1927, probably continued too long—that is, in the initiation
of the policy Government securities should have been purchased either in
smaller installments or more slowly, so that the effect of the policy could have
been more accurately determined before proceeding further in an execution
of the policy: or policies should have been modified, tightened, or reversed
sooner than they were through an earlier sale. This would have maintained
a better balance in the money market. It was not unnatural, with an experi-
ence of only 13 years in Federal reserve bank operation, that the amount of
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credit injected into the market through the purchase of Government securities
or the amount of money taken from the market through sales of Government
securities would not be accurately determined. Experience since that time
tends to indicate that open-market policies once instituted have not been modi-
ified or reversed as quickly as they probably should have been.

Though it may not be entirely germane to the question or this discussion,
the management of this bank does not feel that it is the function of the
Federal reserve system to make a bond market or that artificial ease of the
money market should be undertaken in order to induce member banks to buy
securities. We rather believe that the bond market, as well as the mortgage
market, should depend on the amount of the savings of the country, and there-
fore the amount of new wealth and the availability of new capital through
the sale of securities should be measured accordingly. We think that experi-
ence also shows that less initiative on the part of the system than has been
exercised in the past is desirable,

Kansas City.—The purchases made in 1927 were advisable, but subsequent
events indicate that an effort to bring about firmer money conditions should
have been made sooner than was the case. Our ideas relative to purchases
made in 1924 are not quite so definite, but the acceleration in the rate of increase
in security loans, which began in 1924, may have been due, in part, to the large
volume of purchases of Government securities during the first part of the year.

Minneapolis.—Possibly the banks made a mistaken diagnosis of the situation
in 1927 and did not put up the rediscount rates early enough or high enough
or reduce the holdings of Government securities sufficiently promptly.

New York~—Two general approaches might be taken in a critical review of
Federal reserve open-market policy in 1924 and 1927. One approach would in-
volve a study of the correlation between open-market purchases and sales and
other economic developments such as the movement of business indexes, com-
modity prices, bank credit, and the course of speculation. If this approach
is taken diagrams 1 and 3 on preceding pages provide most of the necessary
data. They show that purchases both in 1924 and 1927 were made at times of
business recession, though the recession was more serious in 1924 than in 1927.
It is now clear that purchases were continued in 1924 for two or three months
after business had begun to improve, though they were discontinued about as
soon as the then available statistics clearly indicated the improvement in
business. In 1927 purchases were discontinued before there was any marked
recovery in business. In both periods the quantities of securities purchased
were in general related to the extent of the recession. Total purchases in
1924 were $510,000,000, and those in 1927 were $230,000,000. Comparison may
also be made with the movement of bank credit. Such a comparison would
lead to the general conclusion that when purchases were begun in 1924 bank
credit was relatively stable or declining, but that a rapid increase had taken
place before purchases were discontinued. In 1927 bank credit was rising all
during the period of purchases. If this criterion alone were applied it might
suggest that the 1924 operations were helpful but continued slightly too long,
and it might raise some question as to the necessity for the 1927 operations.
In addition, however, to these purely domestic considerations it is important
to refer also to the gold movement, for in both cases purchases were begun at
a time.of gold imports which were bringing to this country gold which we
did net want and which others could ill afford to lose. In 1924 the gold move-
ment was reversed after the completion of security purchases. In 1927 it was
reversed while purchases were still being made. In 1924 this was of special
importance because the reversal of movement doubtless facilitated a return ef
Great Britain to the gold standard. In 1927 the reversal of the gold movement
was important because a number of the countries of Europe were under severe
credit strain. In both these cases it would be extremely difficult to determine
whether as effecitve an influence on the gold movement would have been
exerted with a smaller amount of purchases.

A second and different approach to this whole problem would be to view the
period since 1922 as a whole and consider the operations of 1924 and 1927 as
parts of the larger unit. In the light of subsequent events it appears that this
span of years was marked by inflationary tendencies in the United States.
The increase of bank credit during the period was more rapid thar is uswally
required by the normal growth of business. This rise in credit was not accom-
panied by any inflation of commodity prices, but some measure of inflation
undoubtedly occurred in other directions, particularly in prices of securities
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and real estate. From the point of view of our domestic ecoromy considered
by itself, a somewhat higher level of money rates and a somewhat smaller
growth in bank credit over this entire period would have been wholesome, and
there is no doubt but that the open-market operations of 1924 and 1927 were
particularly stimulating to the growth in bank credit. But conclusions upon
this point must be qualified by a recognition that the domestic economy could
not be considered wholly independently of world changes. To the extent that
firmer money rates had been maintained here, additional amounts of gold would
have been drawn from the rest of the world and credit stringency accentuated
in European money centers during the period when European countries were
struggling back to monetary stability and attempting to recover from serious
economic disorganization. These conditions closely affected American trade and
American prices, especially prices of farm products. Even as it was world
prices were steadily depressed over most of the period. Moreover, the con-
tinued piling up of gold reserves in the United States through gold imports
constituted in itself a threat of future inflation. It appeared to be safer at
these two periods to establish conditions which would keep the gold out, even
at the risk of the dangers of easy money, than to let the gold imports continue,
In view of the various aspects of this problem, it is our opinion that purchases
of securities in both 1924 and 1927 were most helpful and desirable. 'There
does appear, however, to be valid ground for criticizing succeeding action. The
1924 purchases were carried further than now appears to have been desirable,
leading to an unnecessarily rapid growth in bank credit until the reversal of
policy in early 1925, which placed an effective check upon expansion. After
1927 there was not sufficiently clear recognition of the dangers in the growth of
credit, influenced by speculation. Security sales and discount rate changes
similar in amount to those of 1925 proved inadequate when applied in 1928,
More vigorous measures were necessary.

Philadelphin.—We feel we have no positive means of determining it and do
not feel justified in admitting that there have been any developments during
the years 1924 to 1927 to indicate that the right policy had not been followed.
It always will be a question whether or not the amount of Federal reserve
credit at times required should be put into the market upon the initiative of
the Federal reserve banks, i. e., by so-called open-market operations, or by the
direct action of member banks through rediscount operations.

Richmond.—In the light of subsequent events, we think United States securi-
ties should not have been purchased in these periods, and the aim should have
been to decrease rather than augment the total supply of Federal reserve credit.

St. Louis.—Policies when initiated in both 1924 and 1927 were sound. How-
ever, in neither year were they reversed soon enough.

San Frencisco.—The two periods should be regarded as interrelated. Had
the easing policy made effective during the latter part of 1927 been reversed
more promptly and vigorously, it would have justified the main courses followed
in 1924 and 1927.

5. What changes would you suggest be made in the provisions of the Federal
reserve act relative to the purchase and sale of United States Government secur-
ities by the reserve banks? Would you favor an amendment to the effect that
an affirmative vote of five members of the Federal Reserve Board be required
before any large sale or purchase of United States securities be undertaken by
the reserve banks?

Atlanta—1 would suggest no change. The open market policy conference, in
which each reserve bank is represented, recognizes and preserves the automony
of each reserve bank as provided for in the Federal reserve act, and at the same
time promulgates a unified system policy that must be approved by the Federal
Reserve Board.

Bogston.—I1 do not believe that any changes in the provision of the Federal
reserve act relative to the purchase and sale of United States Government
securities by the reserve banks are necessary, nor do I believe it desirable for
any additional control over the operations of the open market investment com-
mittee, representing, as it does, the closest financial touch with the money
market. Considering the unsettied conditions of finance throughout the world,
in my judgment the operations of the open-market committee have been handled
with rather unusual consideration and judgment.

Chicago.—1. No suggestion.

2. No.
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Cleveland.—(A) We see no occasion for any change at the present time in
the provisions of the act relative to the purchase and sale of United States
Government gecurities by the reserve banks.

(B) We should be opposed to an amendment requiring an affirmative vote
of five members of the board before any large scale open-market operations be
undertaken by the reserve banks.

Dallas—(a) None. A gradual reduction of the flow of Government secur-
ities outstanding would decrease the facility for such sales and purchases and
would gradually bring about a greater dependence upon bankers’ acceptances
as the medium for open-market operations of Federal reserve banks and increase
the efficacy of the rediscount rate.

(b) No.

Kansas City—The existing plan, under which major policies are determined
by the Open Market Policy Commission and approved by the Federal Reserve
Board, should afford ample safeguard against ill-considered actions.

Minneapolis—No. A large purchase might be imperative to take care of
some emergency and five members of the board not be available for such
action. At this date there are only five members of the board, and the absence
of any one of these from the city would tie the hands of the banks.

New York—We would not suggest any changes in the provisions of the
Federal reserve act relative to the purchase and sale of Government securities.
The act is and should be in broad terms, leaving considerable flexibility for
the development of proper methods of procedure. This latter problem has
offered some difficulties, the major difficulty being that a system operation in
Government securities under the present organization has to represent a, com-
promise between divergent views, and system policy, therefore, tends to have
too great inertia, to be too slow, and when once started tends to go too far.
This difficulty should diminish as time goes on and as experience in operation
indicates what gradual modification of procedure will tend to make Federal
reserve open-market operations more effective, The requirement that an
affirmative vote of five members of the board should be prerequisite to any
operation would in our judgment be a step in the wrong direction and make
even more difficult the necessary flexibility of operations. In a deliberative
body of 8 members of whom 2 are ex officio and engrossed in other duties it is
naturally often difficult to secure an attendance of 5 at a meeting and very
difficult indeed to secure an affirmative vote of five members for any important
proposal affecting varying interests in various ways.

Philadelphia.—Do not favor any changes in the act relative to the purchase
and sale of United States Government securities by the reserve banks.

Richmond.—We do not believe that any changes in existing provisions are
necessary.

St. Louis.—(1) None.

(2) No.

San Francisco.—No change suggested relative to purchase and sale of United
States securities. Would not favor requiring an affirmative vote of five mem-
bers of Federal Reserve Board before banks may undertake large transactions
involving purchase or sale of United States securities, A majority vote of the
board is now 5 and the absence of 2 ex officio members and 1 appointed would
leave the board unable to function without unanimous agreement, a potentially
dangerous situation.

6. Have the resale agreements entered into by the Federal Reserve Banks
with dealers in the United States securities tended to offset, on any occasion,
the open-muarket policies of the Federal reserve banks?

Aflante.—Do not know.

Boston.—The resale agreements by this benk with dealers in United States
securities in this market during past years have been so insignificant in amount
that it has had little, if any, effect on the Boston market, and I should feel
that these resale agreements were so temporary in character and so well within
the control of the Federal reserve banks that they could not have offset any
policy agreed upon by the Federal reserve banks.

Chicago—The volume of resale agreements with Federal reserve banks by
dealers in United States securities has not been large enough at any time to
have interfered with the open-market policies of the Federal reserve system.
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Clevelend.—We have no local transactions of this type. There are no recog-
nized dealers in Government securities in this distriet, other than a few local
offices of New York houses. For these reasons we are without experience upon
which to base a reply to questions 6 to 11, both inclusive.

Daligs.~—Not to any great extent. At year-end periods repurchase agreements
increase in volume and offset to that extent the purchases of Government
securities which otherwise might be made by the open-market committee.

Kansas City—We have had no resale agreements with dealers in United
States securities in this district.

Minneapolis.—As resale agreements are made only by and with the approval
of the Federal reserve banks and are in no way compulsory, it seems incon-
ceivable that the banks would by indirection take action which would interfere
with or negative the policy they were trying to carry out.

New York.—The relationship between operations representing policy decisions
of the reserve system and purchases on sales contracts subject to resale agree-
ment is shown on the accompanying diagram. It indicates clearly that pur-
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chases on sales contracts subject to resale agreement have been so small in
amount and so timed in connection with seasonal currency and credit require-
ments that they have not interfered with major-policy operations.

Philadelphia—They might, but we do not know that they have.

Richmond.—We have made no resale agreements in this district, and so far
as we are aware such agreements have not tended to affect in any material
manner the open-market policies of the Federal reserve banks.

8t. Lowis.—Have had no resale agreements with dealers in United States
securities in this distriet.

San Francisco—Can not recall any instance in which it was noticed that
open-market policies were offset by any Federal reserve bank or banks taking
United States securities under resale agreements. Do not believe, however,
Federal reserve banks should aequire or sell United States Government securi-
ties under repurchase agreements.

7. List on an attached schedule the changes in rates of interest charged
dealers in United States securities against resale agreements from the inception
of such arrangements by your institution.

Atlanta.—No such resale agreements have been made in this distriet.
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Boston.—
Changes in rates of interest charged dealers in United Stales securities against
resale agreements from the inoception of such agreements by this institution

C%rtiﬁ} T c

; cates of | Treasury| Coupon

Date Allissues| jrache | notes rate
edness

Per cent | Per cent | Per cent

Dec. 18, 19222
Feb. 23, 1923 2

Apr. 20, 1928 __
July 19, 1928.__._

May 8, 1930
July 3, 1930.

» From the inception of the resale agreements unti! Aug. 22, 1922, United States securities were pur
chased at the coupon rate of the security purchased. During this penod United States securities were
purchased at the following rates: 34, 414, 4 gﬁ 414, 434, 5, 5Y4, 5 /2, 534, and

¢ From Sept. 27, 1022, to Jan. 8, 1926, it was the policy of this bank to charge dealers one-quarter of 1 per
cent above the theu exxstmg carrying rate on any renewal granted.

Chicago.—

Rates on sales contracts with dealers in United States securities

Per cent
Nov. 2, 1921, to Sept. 30, 1925 ™)
Oct. 1, 1925, to Jan, 8, 1926 314
Jan 9, 1926, to Apr. 27, 1926 4
Apr. 28, 1926, to Aung. 12, 1926 3%
Aug. 13, 1926, to Sept. 9, 1927 4
Sept. 12, 1927, to Jan. 25, 1928 31%
Jan 26, 1928, to Apr. 20, 1928 —_— 4
Apr. 21, 1928, to July 10, 1928 _______ 4Ys
July 11, 1928, to Nov. 22, 1929 —— B
Nov. 24, 1929, to Feb. 8, 1930 414,
Feb. 9, 1930, to June 21, 1930 - 4
June 22, 1930, to Dec, 31, 1930 3%

Since October 1, 1925, advances made to dealers have been at the same rate
as our discount rate.

Cleveland.—None. See answer to question 6.

Dallas.—Up to about three years ago we permitted the execution of repur-
chase agreements on Government securities sold to us by member banks that
actively dealt in Government securities, but these advances were made at the
rediscount rate. We discontinued this practice, however, and at present there
are no active dealers in Government securities in this district in the sense in
which the term is used in your question,

Kansas City.—None.

Minneapolis.~This bank has not carried United States securities under repur-
chase agreements.

1 Coupon rate of the issue.
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New York.—

Changes in rates at which United States Government securities were pur-
chased from dealers under sales contract agreements and the rediscount raies
for corresponding periods.

. Discount | Sales con- Discount | Sales con-

Date effective Inte | tract 1ate Date effective rate | tract rate
Jan. 23,1920 . e .22 ] I
Apr. 13, 19201 ¥ 34
June 1, 1920 e Jan. 8, 1 4 4
Apr.1,1921____ -3 7] I
May 5, 1921.... 344
June 16, 1921 4 4
July 21, 1921 344 334
Aug. 2, 1921.. 4
Sept. 22, 1921 414 4%
Oct. 31, 1921. 5
Nov. 3, 1921.__ 8 536
Mar. 23, 1922 -
June 22, 1922 _. L S SR,
Feb. 23, 1923_ 4% 414
Apr. 10, 1923. 4
May 1, 1924.. 34 334
June 12, 1924. 3
Aug. 8, 1924.. 254 214
Nov. 6, 1924 ._ 2
Nov. 28,1924 __._______ Dec. 24, 1930, 2 |emmeeeanee

t Date of first sales contract agreement with dealers.

Philadelphia—We never have held any appreciable amount of securities
under repurchase agreement, so have no schedule to submit.

Richmond.—This bank has never had such arrangements.

8t. Louis.—No such arrangements.

San Francisco-~—-San Francisco has not engaged in this practice.

8. List the names of the recognized dealers in United States securities in
your district. What net worth must a recognized dealer possess? What other
standards has your institution set up in determining whether a dealer in
United States securities is to be recognized or not?

Atlania.~—~There are no recognized dealers in United States securities in
this district.

Boston—The names of the recognized dealers in United States securities
in this district are as follows: First National Old Colony Corporation, Shawmut
Corporation of Boston, Salomon Bros. & Hutzler, R. L. Day & Co., C. F.
Childs & Co., Gertler Devlet & Co.

We do not require any stated amount of net worth. While the net worth
must be substantial in amount and adequate for the volume of business
transaeted and the character of assets of such grade as to enable the dealer
t0 readily take care of his obligations, the dealer must possess sufficient
knowledge and experience to warrant recognition.

Chicago—Bankers Co., of New York,' C. F. Childs & Co., Continental Illinois
Co., First National Old Colony Corporation of Boston, Salmon Bros. & Hutzler.

‘We have never fixed a limit of the amount of capital necessary for a dealer
in Government securities to have before being recognized as such as long as
they are able to establish credit at local banks in amount sufficient to enable
them to carry a portfolio of securities to supply the demand arising in this
distriet. We have maximum amounts of advances we will make to any dealer
of $2,000,000, and the issues we will purchase under sales contracts are
restrieted to short-term certificates and notes. In recognizing dealers in
Government securities, the same principle would apply for both acceptances
and Government securities; that is, dealers should be in a position to make
a market for round amounts of all issues, and publish and circulate regular
quotations.

1The Bankers Co. of New York and the Continental Illinois Co. of Chicago are con-
sidered dealers in Government securities in this market, but we make no sales contracts
with either of these companies.
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Cleveland—None in this district other than a few local offices of New York
houses. See answer to question 6.

Dallas.—See answer to guestion 7,

Kansas COity—Since we have entered into no purchase and resale agree-
ments with dealers in this district, we assume this question does not apply
to us.

Minneapolis.—There are no recognized dealers in United States securities
in this distriet other than the local representatives of New York and Chicago
houses. As we do not carry any securities for dealers, we have not set up any
requirements.

New York.—(The Federal Reserve Bank of New York requested that its reply
to this question be omitted.)

Philadelphia.—Same answer as No. 7.

Richinond.—In this district we have not what may properly be called recog-
nized dealers in United States securities, although some of the larger dealers
of other districts have branch offices in one or two of the largest cities in this
district.

St. Louis.—No ocecasion to determine requirements of a recognized dealer.

San Francisco—See answer as to question 7.

9. What margin requirements do you habitually exact in lending to dealers
in United States securities under the resale agreements?

Atlanta~No resale agreements are made in this distriet.

Boston.—As the average life of a resale agreement on United States secur-
ities is only 7.8 days, we do not require any marginal collateral when the
market price of the United States securities purchased is 100 or better. When
the price of the United States securities is less than 100, we buy them at
approximately one-half a point under the market value and carry them on our
books at a book value equal to the purchase price. Renewals, if granted, would
be taken based on the market value of the security at the time of the renewal.

Chicago.—As stated in gquestion No. 8, we purchase only limited amounts of
the short maturities of United States Treasury certificates and notes, and where
these issues are selling at par or better we advance the face amount to the
dealer under sales contract. Where the market is below par we ask at least
one point in excess of the amount advanced to secure the sales contract.

-Cleveland.—See answer to question 6.

Dallas~—See answer to question 7.

Kansas City—None. See question 6.

Minneapolis.—See answer to question 7.

New York—We do not make loans to dealers. Under the terms of our sales
contract we purchase securities from dealers subject to their agreement to
repurchase a like amount of the same securities at the same price pluys interest
at the agreed rate at or before the expiration of 15 days from the date of the
original purchase. When the market value of the securities is par or better,
gsecurities are purchased at par. When the market is below par, they are
purchased at prices slightly below the market value, the average price being
approximately one-half point below market value. A list of illustrative cases
follows:

IMlustrations of Government securities purchased under sales contracts

Securi-
Date purchased ties pur~ Dated Due Series Par value
chased
Per cent |
Nov. 14, 1928« ooeemmmeemmee 315 T/N | Mar. 15,1927 | Mar. 15,1932 A-1832 | $1,900, 000. 00
Mar. 5, 1929 414 C/T | Dec. 15,1928 | Sept. 15,1929 | TS2-1929 500, 000. 00
May 7, 1529, 434 C/I | Mar. 15,1928 | Dec. 15,1929 | TD2-192% 700, 000. 00
Do...__ 314 T/N ! Sept. 15,1927 | Sept. 15,1932 B-1932 150, 000. 00
July 15, 1929 3l T/N | Mar, 15,1927 | Mar. 15,1932 A-1932 1,900, 000. 00
Do..___ 434 C/I_| Mar. 15,1929 | Dec. 15,1929 | TD2-1929 490, 000. 60
Dec. 6, 1929... 3% T/N ' Mar, 15,1927 | Mar. 15,1932 A-1932 1,050, 000. 00
Do... 31 T/N i Sept. 15,1927 | Sept. 15,1932 B-1932 350, 000. 00
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INlustrations of Government securities purchased under sales contracts—Con,

Price pur- | Market | Market value
chased : < excluding
Amount paid t price on :
Date purchased usﬁﬁesr i todesler |purchase| . ggggsgn
contract | date securities
|
NOV. 14, 1928 e e et mcemccmm e 974! $1,852, 500.00 ‘ 973142 $1,861, 406.25
Mar. 5,1829. .. - 9914 497, 500.00 . 992%45 498, 437, 50
S S pou SR+ B v B+ -
Do.. - , 750. 2 , 312,
July 15, 1920 e em oo - 97 1,83(3), % 88 ! %3%22 1,%8, gég (5)8
Do._.. - 100 , 000. 2 , 250.
Deoc. 6, 1029 .- O 9914| 1,044, 750. 00 l 993645 1,048, 031, 25
B O SO U USSR 99 348, 250. 00 i 992942 349,343.76

Philadelphioc.—Same answer as No. T.

Richmond.—We have no such agreements in this district.

St. Louis—No such arrangements,

San Framecisco.—See answer to question 7.

10. What is the average length of life of the resale agreements entered into
with dealers in United States securities?

Atlanta—No such transactions are made in this district.

Boston.—The average length of life of a resale agreement entered into with
dealers in this district in United States securities is 7.8 days.

Chicago—The average life of a sales contract could be estimated as approxi-
mately three days, although for the most part securities are held with us only
overnight,

Cleveland.—See answer to question 6.

Dallas—See answer to question 7.

Kansas City—See answer to guestion 6.

Minneapolis.—See answer to question 7,

New York—Average length of life of resale agreements entered into by the
Federal Reserve Bank of New York with dealers in United States Government
securities since January, 1922, computed for two months of each year as a
sample: 1922, 714 days; 1923, 514 days; 1924, 314 days; 1925, 6 days; 1926, 4
days; 1927, 6 days; 1928, 514 days; 1929, 4 days; 1930, 41% days. Average
(unweighted) life of agreements for entire period, 5 days.

Philadelphia.—Same answer as to No. 7.

Richmond.—See answer to question 9.

St. Louis.—No such arrangements.

San Francisco—See answer to question 7.

11. In lending to dealers in United States securities under resale agreements,
what precautions does your institution take in preventing Federal reserve credit
from seeping into the speculative or investment markets?

Atlanta.—No such transactions are made in this district.

Boston.—We have had practically no experience in lending to dealers in
United States securities under resale agreements within recent years, and these
resale agreements in the past were always for a very short period, and we have
never made any effort to follow the use that was made by those dealers of such
Federal reserve credit as they had obtained.

Chicago.—We do not see how lending to dealers in United States securities
under resale agreements can have any effect on the amount of eredit in specu-
lative or investment markets, as the dealers are carrying United States securi-
ties for the purpose of selling them as promptly as possible, their business
depending largely on the volume of quick turnover, rather than to maintain a
speculative position in such securities. Generally speaking, these dealers are
not interested in the prices of stocks, as their operations are principally in
Government securities and short-term obligations, which are regarded as non-
speculative,

Cleveland.—See answer to question 6.

Dallas—See answer to question 7.

Kansas City.—See answer to question 6.

Minneapolis.—~See answer to question 7.

New York.—As stated in the answer to the last question, we do not make
loans to dealers but we purchase securities from dealers subject to their
agreement to repurchase a like amount of the same securities at the same price
plus interest at the agreed rate at or before the expiration of 15 days from the
date of the original purchase. As far as the first use of the eredit put out in
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this way is concerned, we are constantly informed as to the business of the
dealers entitled to the sales-contract privilege and know that they onlty secure
funds from us to carry their portfolios of Government securities. As to the
eventual destination of Federal reserve credit put into use through purchases
of securities under sales contract the principles set forth in the reply to ques-
tion 7 of questionnaire 7 are applicable. The destination is the same as that of
Federal reserve credit put into use through discounts or through any of the
other channels. The dealer who receives a Federal reserve check as a result
of a sales-contract operation uses the funds either to pay off a bank loan or to
pay for Government securities which he has purchased. If he uses it to pay off
a bank loan, the bank finds itself in possession of a check on a reserve bank,
which it promptly deposits to its account in a reserve bank, and thus finds itself
with its reserve deposit increased exactly as though it had obtained funds by
discounting.

In the alternative case, in which the dealer uses the Federal reserve check to
pay a seller of Government securities, the seller of these securities, if not a
bank, deposits the funds in a bank, and the funds immediately find their way
into that bank’s reserve deposit account at the reserve bank, just as though
that bank had borrowed. Thus the Federal reserve funds put into use through
sales-contract operations flow into the same channel as those put out in other
ways, and the considerations set forth in the replies to questions 7 and 8 in
questionnaire 7 are applicable. 1t also may be noted that dealers only come into
the Federal reserve bank to secure funds under sales-confract arrangements
when they can not obtain money at favorable rates outside the Federal reserve
banks. This means that they come in only at times when money is relatively
firm, and at such times the member banks are almost always in debt at the
reserve banks, and Federal reserve funds which they receive are used to retire
debt at the reserve banks. Moreover, funds put out in this way are withdrawn
again so promptly that they can hardly form a basis for new creation of credit.
These Federal reserve assets are liquidated more rapidly than any other assets
the reserve banks possess.

Philadelphia—Same answer as No. 7.

Richmond.—We have no such agreements,

8t. Lowis,—No resale agreements.

San Francisco.—See answer to question 7.

Statistical Appendix

1. As of the end of each month since January, 1922, give on an attached
schedule:

(a) The amount of United States securities held in the portfolio of your
reserve bank which were purchased through the open market investment
committee.

(b) The amount of United States securities held which were purchased
locally or independently of the open market investment committee.

(¢) The amount of resale agreements entered into with dealers in United
States securities.

FEDERAL RESERVE BANK OF ATLANTA
(a) Amount of United States securities held in portfolio of bank which were

purchased through the open-market imvestment commitiee as of the end of
each month since January, 1922

fIn thousands of dollars]

Month 1922 1923 1924 1925 1926 1927 1928 1929 1930

January ..o oo 14,008 {._.___.. 7,053 | 2,208 6, 226
February. ||l 813 | 12,007 |_. ... 6,415 | 1,271 | 8,226
March__... - - - 738 1 12,528 6,236 | 1,102 6,228
i 685 | 6,228
597 6,228

510 8,824

510 8,824

August 815 { 10, 147
September . 820 | 10,147
October_ . et 4,197 | 10,147
November__ ..o e v immoee oo || 226 5,147
December_ .. oo ifecmreane]emmmenn|erammee 15, 8, 226 5,147
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(b)) Amount of United States securities held which were purchased looally or
independently of the open-market investment committee as of the end of each
month since January, 1922

[In thousands of dollars]

Month 1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 1928 | 1629 | 1630
3,541 | 2,738 | 3,366 | 2,818 1,799 | 8,542 | 2,661 | 2,562
9,990 | 4,685 | 2,713 3,072 | 2,222 | 3,600 | 2,554, 2,588
2,521 | 5607 | 30201 4,102 | 2,468 | 2,665 | 2,628 | 2,564

668 | 107 | 2,801 | 3,463 3,962 | 3,177 | 2,555 | 2,565
488 781 2,863 | 3,804 | 5335| 3,221 | 2,555 | 2614
361 93| 2,119 2,338 | 4,796 | 6,316 | 2,809 | 2,603
240 | 1,506 | 2341 | 1,888 | 4,833 | 8,115 | 2,546 | 2623
249 | 2,231 | 2,414 | 1,884 | 4,659 | 3,007 | 2,568 | 2 557
293 | 3,082 | 2,075 | 1,821 | 3,214 | 3,464 | 2,777 | 2,559
243 | 3,271 | 2,827 | 2,208 | 3,937 | 3,190 | 2,861 | 2 547
238 | 3,966 | 3,139 | 1,872 | 5,054 | 3,086 | 2,711 | 2550
384 | 3,785 | 4,667 | 1,890 | 3,650 | 5047 ) 3,718 ] 2730

(c) Amount of resale agreements entered into with dealers in United States
securities as of the end of each month since January, 1922

None,
FEDERAL RESERVE BANK OF BOSTON

United States securities held in investment aceount at the close of business
on the last day of each month since January, 1922:

(a) The amount of United States securities held in portfolio purchased through
the open-market investment commitiee.

tIn thousands of dollars]

Month 1922 1923 1924 1925 1926 1927 1928 1929 1830

[
—
.
2
-
—
3
R
[
N
>
®
&
.
2
DD
2
'S
73
&
.
8
t=1
@
2,
[=3
=
=

P
@
R
N
0w
-
iad
©
@
=3
e
o
D
t3
-3
.
N
&,
~
I}
=
2,
>
'S
Ne
8

________ 31,676 | 6,985 | 0,306 | 32,669 | 6,585 | 25,106 | 49,236

(b) The amount of United States securities held, which were purchased locally
or independently of the open-market investment commitiee.

{In thousands of dolars}]

Month 1922 1923 1924 1925 1926 1927 1928 1929 1930
27,443 | 3,575 3,575 | 5237 848 708 | 1,607 762
27,443 | 3,576 | 3,875 | 5,237 848 708 | 1,607 762
10,068 | 3,573 | 3,575 5,236 548 707 1 2,057 707
5374 | 3,573 | 3,575 5,238 548 707 | 2,058 707
5,373 3,573 | 8,573 | 5,835 547 706 | 2,085 707
3,572 8,571 5,061 845 707 704 | 1,759 706
3,570 | 3,571 | 4,008 845 708 728 | 1,758 705
3,869 | 3,570 [ 4,007 844 705 703 | 1,756 704

3,568 | 3,569 | 5,235 843 705 702 756 704
3,560 | 3,561 | 65,234 842 703 701 756 701
3,560 | 3,861 | 5,226 829 689 689 744 689
5810 | 3,575 | 5,218 829 689 | 1,589 744 688
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(¢) The amount of resale agreements entered into with dealers in United

States securities

{In thousands of dollars]

Month 1922 1923 1924 1925 1926 1927 1928 1929 1930
January._... 1, 626
February--- 749
Mareh oo e

April__
May...
June.

July...
August
September..

FEDERAL RESERVE BANX OF CHICAGO

United States securities held by Federal Reserve Bank of Chicago which were

purchased by the open market investment committee

Jan. 31, 1922, to Dec.

1928 e

Apr. 30, 1924____________
May 31, 1924 ___________
June 30, 1924 .__________

Oct. May 81, 1928 ___________
Nov. 29, 1924 (oo 68, 849, 000 | June 30,1928____________
Dec. 31,1924 __________ 63,076,500 | July 81,1928 ___________
Jan. 31, 1925 ____________ 42,072,000 | Aug. 31, 1928 . __
Teb. 28, 19265 ___________ 37,865,000 | Sept. 29,1928 ________.___
Mar. 31,1925 . _______ 34,387,000 | Oct. 31, 1928____________
Apr. 30, 1925_ e 35, 064, 000 | Nov. 30, 1928_.__________
May 29, 1925_____ . _. 24, 064, 000 | Dec. 31, 1928____________
June 30, 1925 ______ . __ 20,826,500 | Jan, 31, 1929 _________
July 31, 1925 ____.___ 20, 826,500 | Feb. 28, 1929____________
Aug. 81, 1925 ________ 20,703, 500 | Mar, 30, 1929____________
Sept. 30, 1925 _ 22,010,500 | Apr. 80, 1929_ . _____
Oct, 31. 1925 ____ 22,010,500 | May 31, 1929____________
Nov, 30, 1925 __.__ 22,010,500 | June 29,1929____________
Dee. 31, 1925 ___ 31,010,500 | July 31, 1929 ______
Jan. 30, 1926 __ 27,743,500 | Aug. 31, 1929____________
Feb, 27, 1926 _____ 22,010,500 | Sept. 30,1920 ___________
Mar. 81, 1926 ____ 23,011, 500 | Oct. 31, 1929

Apr. 30, 1926 _____ 36, 071, 000 | Nov. 30, 1929____

May 29, 1926__ _ e 36, 071,000 | Dec. 31, 1929____

June 30, 1926 ________ 86, 072, 500 | Jan. 31, 1930

July 31, 1926 86, 072, 500 | Feb. 28, 1930

Aug. 31, 1926 . 29, 243, 500 | Mar. 31, 1930________.____
Sept. 30, 1926 _________ 25,708,500 | Apr. 30, 1930_.__________
Oct. 30, 1926 6. May 31, 1930 ________
Nov. 30, 1926 June 30,1930 _________
Dec. 31, 1926 July 31, 1930____._______
Jan. 31, 1927 Aug. 30, 1930 __________
Feb. 28, 1927 Sept. 30, 1930 __________
Mar. 31, 1927 Oct. 31, 1980 _______
Apr. 30, 1927 Nov. 29, 1930 ________
May 31, 1927 Dec. 31, 1980 .. ______
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31,

June 36, 1927___ . _____
July 30,1927 _______
Aug. 31, 1927 . _
Sept. 30,1927 . ________
Oct. 31, 1927__. . __
Nov. 30, 1927 o __
Deec. 81, 1927____________
Jan, 31, 1928__ .. __
Feb. 29, 1928____________
Mar. 81,1928 _________.__
Apr, 30, 1928____________

$33, 719, 500

36, 471, 500

24, 645, 500
13, 330, 500
13, 720, 000
13, 801, 000
12, 258, 500
12, 258, 500
12, 402, 500
13, 717, 000
13, 197, 500
13,197, 500
7, 594, 500
6, 571, 500
4, 103, 500
3, 562, 500
3, 021, 500
3, 021, 500
5, 628, 000
4, 947, 600

50, 456, 500
50, 456, 500
50, 456, 500
57, 629, 500
57, 629, 500
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United States securities purchased and held by the Federal reserve bank,

Feb. 28, 1922____________
Mar, 31,1922____________
Apr. 29, 1922 ___________
May 31, 1922 ___________
June 30, 1922___________

Jan. 31, 1923____________
Feb. 28, 1923____________
Mar. 31,1923 ___________
Apr. 30, 1923 ___________
May 31, 1923____________
June 30, 1923___________
July 31,1923 ____________
Aug. 31,1923 ____________
Sept. 29, 1923___________
Oct. 31, 1923____________
Nov. 80,1923 ___________
Dec. 81, 1923____________
Jan. 31, 1924 ____________
Feb. 29, 1924____________
Mar. 31,1924 ___________
Apr. 30, 1924____________
May 31, 1924 __ _____.____
June 30,1924 ____________
July 31, 1924____________
Aug. 30, 1924____________
Sept. 30,1924 ____________
‘Oct. 81, 1924____________
Nov. 290, 1924____________
Dec. 31,1924 ___________
Jan. 31, 1925 ________
Feb. 28, 1925____________
Mar. 31,1925 _______ ————
Apr. 30, 1925 ___________
May 29, 1925 ___________
June 30, 1925____________
July 31, 1925____________
Aug. 31,1925 ___________
Sept. 30,1925____________
Oct. 31, 1925____________
Nov. 30, 1925____________
Dec. 81, 1925____________
Jan. 30, 1926____________
Feb. 27, 1926
Mar. 31, 1926____________
Apr. 30, 1926____________
May 29, 1926____________
June 30, 1926____________

34718—31—pT 6——9
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$44, 863, 100
67, 255, 350
82, 293, 750
91, 051, 850
95, 167, 900
49, 798, 550
31, 227, 600
34, 672, 600
31, 974, 600
41, 348, 600
38, 948, 600
50, 001, 900
67, 223, 600
72, 187, 400
41, 796, 900
24, 047, 900
24, 050, 900

6, 257, 900
6, 527, 900
6, 257, 900
6, 257, 900
6, 257, 900
6, 257, 900
6, 557, 900
6, 257, 900
6, 257, 900
6, 257, 900
6, 257, 900
6, 257, 900
6, 257, 900
6, 504, 900
7, 381, 000
11, 029, 300
14, 881, 550
16, 439, 800
17, 293, 500
17, 260, 100

17, 516, 100
17, 516, 100
18, 673, 650
19, 161, 000

19,986,800 | oot

Chicago

July 31,1926____________ $19, 986, 800
Aug. 31, 1926___________ 19, 986, 800
Sept. 30, 1926___________ 19, 986, 800
Oct. 80, 1926____________ 19, 986, 800
Nov. 30, 1926___________ 19, 986, 800
Dec. 31, 1926___________ 19, 927, 400
Jan. 31, 1927 ___________ 19, 927, 400
Feb. 28, 1927___________ 19, 927, 400
Mar. 31, 1927___________ 19, 935, 900
Apr. 30, 1927___________ 19, 935, 900
May 31, 1927 __________ 19, 935, 900
June 30, 1927___________ 19, 927, 400
July 30, 1927___________ 19, 927, 400
Aug. 31, 1927___________ 19, 927,400
Sept. 30, 1927___________ 19, 933, 700
Oct. 31, 1927____________ 19, 931, 200
Nov. 30, 1927___________ 19, 927, 400
Dec. 31, 1927___________ 19, 927, 400
Jan. 31, 1928___________ 19, 927, 400
Feb. 29, 1928 __________ 19, 927, 400
Mar. 31, 1928___________ 19, 927, 400
Apr. 30, 1928 __________ 19, 927, 400
May 31, 1928 __________ 19, 927, 400
June 30, 1928___________ 19, 927, 400
July 31, 1928___________ 19, 927, 400
Aug. 31, 1928___________ 19, 927, 400
Sept. 29, 1928___________ 19, 927, 400
Oct. 31, 1928___ . ______ 19, 927, 400
Nov. 30, 19, 927, 400
Dec. 31, 19, 937, 400
Jan. 31, 19, 937, 400
Feb. 28, 19, 937, 400
Mar. 30, 19, 937, 400
Apr, 30, 19, 937, 400
May 31, 19, 937, 400
June 29, 19, 937, 400
July 31, 19, 937, 400
Aug. 31, 19, 937, 400
Sept. 30, 19, 937, 400
Oct. 31, 19, 937, 400
Nov. 30, 19, 927, 400
Dec. 31, 19, 927, 400
Jan. 31, 19, 927, 400
Feb. 28, 19, 927, 400
Mar. 31, 19, 927, 400
Apr. 30, 19, 927, 400
May 31, 19, 927, 400
June 30, 19, 927, 400
July 31, 19, 927, 400
Aug. 30, 19, 927, 400
Sept. 30, 19, 927, 400

31, 19, 927, 400
Nov., 29, 19, 927, 400
Dec. 31, 19, 927, 400
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United States securities purchased and held by the Federal Reserve Bank,
Chicago, under repurchase agreement

Jan, 31, 1922_.__________
Feb. 28, 1922_______ . . __
Mar., 31, 1922___________
Apr. 29,1922 _________
May 31, 1922__ . ________
June 30, 1922___________
July 81,1922 ___________
Aug., 31, 1922 _________
Sept. 30, 1922___________
Oct. 31, 1922____________
Nov. 29,1922 ___________
Dec. 30, 1922____________
Jan. 31, i
Feb. 28,
Mar, 31, 1923___________
Apr, 30, 1923___________
May 31, 1923 __ . _____
June 30, 1923___________
July 31, 1923 ____ . ___
Aug. 31,1923 ___________
Sept. 29, 1923_____ . ____
Oct. 31, 19283 ____________
Nov. 30, 1928 ____________
Dece. 31, 1923 . __
Jan. 3%, 1924 _________
Feb. 29,1924 ___________
Mar, 31,1924 _______

May 31,1924 _________ ..
June 30, 1924____________
July 31, 1924 ___________
Aug. 30, 1924____________
Sept. 30, 1924 ___________

Dec. 31, 1924___________ +
Jan. 31, 1925 ___ .
Feb. 28, 1925____________
Mar, 31, 1925 ________
Apr. 30, 1925 ____ . ___.__
May 29, 1925 . ______
June 30, 1925__________._
July 31, 1925 ______.
Aug. 31, 19265 __________
Sept. 30, 1925 .. ______
Oct. 31, 1925 ______.__
Nov.
Dec.
Jan,
Feb.

Apr.
May 29, 1926________.___
June 30, 1926 __________
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$456, 000
1, 585, 000
6, 278, 200
3, 131, 900
1, 793, 100
7, 625, 900
2, 782, 100
3, 330, 000
6, 261, 400
1, 545, 200
1, 004, 500

12, 830, 900

741, 000
2,313, 100
5, 025, 600
1, 587, 550
3, 394, 400
5,168, 700
4, 040, 200
3, 460, 400
2. 170, 700
3,411, 000
1, 481, 700
4,198, 900
1, 232, 200

None.

1, 050, 000
None.
285, 000
447, 500
286, 000
2, 533, 000
1, 534, 500
2, 608, 500
1, 214, 500
3, 809, 000
4, 165, 500
1, 605, 000
1, 205, 000
670, 000
2, 210, 600
2, 860, 000
340, 000
1, 961, 000

July 31,1926 _____._______ $1, 128, 000
Aug. 381, 1926___________ 1, 895, 000
Sept. 30, 1926___________ 70, 000
Oct. 30, 1926____________ 1, 766, 000
Nov. 30, 1926____________ 1, 985, 000
Dec. 31, 1926____________ 983, 000
Jan. 31, 1927_________ ___ 1, 130, 000
Feb. 28, 1927____ _______ 340, 000
Mar. 31, 1927___________ 3, 558, 250
Apr, 30, 1927__________ 1, 920, 000
May 31, 1927____________ 1, 183, 000
June 30, 1927 __________ 1, 617, 000
July 30, 1927_ ___________ 5, 681, 900
Apg 831, 1927v____________ 1, 860, 000
Sept. 30,31927____________ 3, 856, 450
Oct. 31, 1927____________ 1, 600, 000
Nov. 30, 1927____________ 720, 000
Dec. 81, 1927__ __________ 4, 855, 000
Jan. 31, 1928____________ 2, 000, 000
Feb. 29, 1928___________. 2, 750, 000
Mar. 31, 1928 _______.____ 870, 000
Apr. 30, 1928 ___________ 1, 070, 000
May 31, 1928______ ______ 2, 000, 000
June 30, 1928____________ 2, 100, 000
July 81, 1928__________._ 970, 000
Aug. 31, 1928 . _________ 2, 000, 000
Sept. 29, 1928 ___________ 3, 145, 000
Oct. 31, 1928_..__________ 1, 995, 000
Nov. 30, 1928 ____________ 3, 165, 000
Dec. 31, 1928 ___________ 2, 715, 000
Jan. 31, 1929____________ 2, 710, 000
Feb, 28,1929 _________ ___ None.
Mar, 30, 1929______._____ None.
Apr. 30, 1929 ____________ 2, 545, 000
May 31, 1929___________. 800, 00N
June 29, 1929____________ 2, 420, 000
July 31, 1929 . ___________ 2, 339, 500
Aug. 31,1920 ___________ 1, 020, 000
Sept. 30, 1929___________ 355, 000
Oct. 31, 1929____________ 150, 000
Nov. 80, 1929____________ 920, 000
Deec. 81, 1929__ __________ 446, 000
Jan, 31, 1930___._______ 100, 000
Feb. 28, 1930____________ 40, 000
Mar. 31, 1930________.____ 210, 00G+
Apr. 30, 1930____________ 80, 000
May 31, 1930 ___...__ 695, 000
June 30, 1930 __________ 330, 000
July 31, 1930 _________ 200, 000
Aug. 30, 1930____________ 75, 0600
Sept. 30, 1930__________ 320, 000
Oct. 31, 1930 ______. None.
Nov. 29,1930 __________ None
Dec. 31, 1930 ______ 7, 000, 000
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FEDERAL RESERVE BANK OF CLEVELAND

829

Holdings of United States sccuritics last reporting date of each month

ot ot
Toug. throug:
%%g%};t open-market ]130%';%“ open-market
investment ¥ investment
committee committee
1626
$21, 724, 300 July .. $20, 265,550 | $18, 152, 000
- 37, 460, 800 August 20, 465, 550 14, 716, 000
o] 46,311,800 20, 188, 050 12, 938, 000
.| 89,752,800 21, 488, 050 13, 202, 000
- 72, 510, 800 22, 093, 050 13, 268, 000
75,821,200 |. December_ . _.._...... 22, 139, 650 14, 015, 000
1 75,847,700
70,714,760 1927
September. -1 59,699, 100 January._. 22, 129, 650 13, 269, 000
October.__ _1 43,551,100 23, 295, 700 13, 202, 500
November___ - 26, 684, 800 23, 314, 000 13, 620, 000
Decemnber_._...._____ 25, 739, 000 23, 388, 200 13, 291, 500
23, 397, 700 17, 558, 000
1923 24, 614, 150 19, 858, 000
January. . ___.._.__ 26, 324, 400 24, 695, 250 21, 330, 600
February.- 37, 569, 800 24, 775, 250 28, 093, 000
March._._ 21, 300, 160 25, 532, 600 29, 277, 500
April__ 17, 564, 660 26, 100, 100 32, 739, 500
May__. 18, 469, 306 November. 26, 200, 800 31, 656, 000
June__. 19, 400, 600 December. ......._._. 26, 235, 600 35, 275, 000
10, 201, 600
10, 243, 600
10, 289, 100 286, 965, 600 25, 041, 500
10, 562, 100 26, 865, 600 22, 774, 000
10, 763, 100 26, 308, 600 22, 128,500
11,195, 100 26, 308, 600 13, 329, 000
26, 308, 600 7, 208, 000
26, 435, 600 7, 418, 500
11,334, 100 $4, 973, 600 26, 435, 600 7, 462, 000
11, 334, 160 8, 952, 500 26, 478, 700 8, 757, 700
11, 930, 100 18, 613, G00 27,071, 100 7, 268, 500
11, 935, 600 23, 163, 000 || October. .. 26, 482, 800 6, 803, 000
11, 647, 600 29, 113, 800 || November. 26, 482, 800 7, 524,
8, 715, 600 33,858, 600 || December.. ... 25, 738, 800 7, 223, 000
9, 097, 600 45, 069, 600
9, 292, 600 46, 923, 100
11,451, 600 50, 280, 500 25, 738, 800 7, 223, 000
14, 463, 100 50, 200, 500 25, 738, 800 4, 157, 000
14, 745, 680 49, 288, 500 25, 710, 800 3, 614, 500
14, 866, 400 45,183, 500 25, 710, 800 2, 251, 500
25, 710, 800 1, 954, 500
25, 706, 700 1, 658, 000
15, QU8, 900 30, 251, 500 25, 706, 700 1, 658, 000
15, 098, 500 27, 226, 500 25, 706, 700 3, 970, 000
14,722, 900 24, 726, 500 25, 706, 700 3, 300, 500
14, 723, 900 25, 209, 960 25, 706, 700 &, 180, 500
14, 732, 900 12, 620, 000 10, 548, 750 5, 180, 560
18, 581. 400 11, 182, 500 10, 164, 800 19, 314, 000
19, 531, 400 11, 182, 500
18, 531, 400 11, 116, 500
18, 323, 900 11, 851, 500 10, 164, 800 26, 101, 000
19, 328, 600 11, 651, 500 10, 164, 800 20, 525, 000
18, 778, 600 11, 651, 500 10, 164, 800 24, 830, 506
18, 757, 900 17, 651, 500 10, 165, 300 39, 830, 500
10, 165, 800 39, 830, 500
10, 165, 300 45,176, 500
18, 832, 400 15, 473, 500 10, 165, 800 45, 176, 500
19, 907, 400 11, 651, 500 10, 165, 860 47, 690, 00¢
17, 861, 700 12, 367, 500 10, 164, 800 47, 690, 000
18, 957, 700 18, 152, 500 10, 164, 800 47, 690, 00G
149, 081, 050 18, 152, 500 10, 164, 800 49, 842, 006
19, 262, 050 18, 152, 500 10, 164, 800 52, 760, 960
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United States securities purchased under repurchase agreement

November 8 and 9, 1929.

$1, 818, 950

FEDERAL RESERVE BANK OF DALLAS

Amount of Unilted States securities held in porifolio of the Federal Reserve
sBank of Dallas which were purchased through the open market imvestment
committee as of the end of each month since January, 1922

Jan.

Feb.
Mar.

Apr.

May
June
July &

Aug.
Sept.
Oct.

Nov.
Dec. ¢

Jan.

Feb.
Mar.

Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Dec.

Jan,
Peb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Dec.

Jan. 31
Feb.

Mar.
Apr.
May
June 30
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$763, 800

3, 347, 000
10, 313, 300
11, 538, 600
12, 774, 600
14, 476, 200
18, 706, 400
18, 989, 900
19, 469, 200
19, 469, 200
19, 033, 200
16, 998, 000

15, 935, 500
14, 342, 500
13, 025, 500
13, 265, 000
25, 771, 000
22, 303, 500
22,305, 500
22, 174, 500
22, 143, 500
29, 143, 500
22, 148, 500
25, 143, 500

24, 054, 500
22, 143, 500
22, 499, 500
25, 392, 000
25, 392, 000
25, 392, 500
25, 392, 500
20, 587, 000
18, 097, 500
18, 467, 000
18, 555, 000
19, 603, 000

18, 559, 0600
18, 466, 500
19, 051, 000
18. 591, 000
15, 927, 000
18, 013, 500

[None prior to January, 1924]

1927
July 30 _ $18, 586, 0600
Aug. 31 21, 216, 000
Sept. 30 ________ 22, 083, 500
Oct. 31 25, 774, 500
Nov. 80 ___________ 27, 784, 500
Dec. 31 22, 959, 500
1928
Jan. 31 16, 298, 500
Feb. 29 __ __ __ ______ 14, 822, 500
Mar. 31 - 14, 401, 500
Apr. 30 .. 8, 674, 500
May 31 ____________ 4, 692, 000
June 30____ . ______ 4, 830, 000
July 31 — 4, 859, 0600
Aug. 31 - 4, 316, 000
Sept. 29 4, 316, 000
Oct. 31 4, 300, 500
Nov., 80c— 4, 756, 500
Dec. 31 None.
1929
Jan, 31 ____ ____ ______ None.
Feb., 28 . None.
Mar., 30 __ 2, 279, 000
Apr. 80 1, 423, 500
May 31 ____ 1, 236, 000
June 80— ______ 1, 048, 500
July 81 __ 1, 048, 500
Aung. 31 1, 048, 500
Sept. 30 1, 274, 0600
Oct. 31 __________ 3, 902, 500
Nov. 30~ 6, 905, 000
Dec. 31 15, 035, 000
1930
Jan., 31 ____ ... 15, 647, 500
Feb, 28 __ 10, 647, 500
Mar. 31_____ ___________ 15, 649, 500
Apr. 80 _ 15, 649, 500
May 31 15, 649, 500
June 830_________________ 18, 182, 500
July 31 . ______ 18, 182, 500
Aug. 80 _____ 19, 241, 000
Sept. 80 . __ 19, 241, 000
Qct. 81 __ _________ 19, 243, 000
Nov.29 ____________ ___ 20, 147, 000
Dec. 31 21, 332, 500




NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

831

Amount of United States securities held im portfolio of the Federal Reserte
Bank of Deallas, which were purchused locally or independently of the open
market investment committee, as of the end of each month since January,
1922

Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct,
Nov.
Dec.

Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Dec.

Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov,
Dec.

Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Deec,

Jan.
Feb.
Mar.
Apr.

June
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$4, 529, 500
4, 529, 500
4, 965, 500
4, 965, 500
4, 965, 500
5, 980, 500
6, 480, 500
5, 980, 500
5, 480, 500

13, 025, 000

13, 163, 750

11, 308, 000

7, 258, 000
11, 618, 000
11, 504, 500
9, 379, 500
8, 879, 500
1,779, 500
1, 779, 500
1, 779, 500
1, 779, 500
11, 779, 500
8, 279, 500
6, 679, 500

8, 326, 100
8, 326, 100
8, 300, 000
8, 498, 500

2, 055, 000
3, 609, 850
7, 082, 500
7, 082, 500
6, 846, 600
5, 702, 900
8, 500, 350
7,146, 500
7,161, 100
8, 187, 700
8, 921, 150
6, 685, 900

7,487, 550
7,711, 700
8, 041, 450
8, 392, 900
8, 203, 450
2, 978, 450

July
Aug.
Sept.
Oct.
Nov.
Dec.

Jan,
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Dec.

Jan,
Feb.
Mar.
Apr,
May
June
July

Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Dec.

$2, 373, 950

1, 488, Y50
3,169, 250
2. 970, 550
2, 910. 050
3, 736, 350

5, 674, 550
5, 784, 550
6, 538, 050
6, 336, 900
8, 274, 600
8, 495, 950
8, 003, 000
7,964, 550
8, 866, 450

10, 302, 350

9, 993, 850

10, 149, 850
11, 124, 850
11, 291, 900
10, 593, 850
11, 010, 400
11, 710, 400
10, 246. 350
11, 607, 850

9, 987, 850

10, 007, 850

9, 982, 850

10, 737, 850

9, 987, 850
9, 987, 850

10, 005, 950
10, 031, 850

9, 996, 850

9, 989, 550
9, 983, 250
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FEDERAL RESERVE BANK OF KANSAS CITY

Open-market operations

Amount of Amount of
Amount of | United States Amount of lunited States
United States ey United States g
securities securities securities securities
held in the | beld by the  held in the | Beld by tho
portiolio of Federal Re- ' portolio of Federal Re
the Federal Se?i% Bank | the Federal Ss?i% lggnsk
Reserve Bank| ) 20588 Reserve Bank| 5, -200%
of Kansas | City, Which of Kansas | CIt%» wgnch
o A were ! i . WerH
Clt};‘;;é'wh purchased | Clts;;’ev;'glxch purchased
purchased i‘g&zng %r_ purchased ilr(;gzngn(g-
through the open through the | SHSEPRC
open-market | SBHY of the open-market | °AHY of the
investmeng | Open-market | investment | Qpen-Imarket
commitiec invesiment committes investment
committee | committee
}
$14, 240, 050 | $24, 743, 500 $10, 024, 400
24, 772, 550 ‘ 20, 060, 500 10, 374, 400
39, 383,750 | 17, 635, 000 10, 004, 400
43, 811, 00 17, 995, 000 10, 004, 400
41, 475, 960 18, 081, 000 10, 564, 400,
45, 615, 200 19, 102, 000 10, 122, 900
45, 694, 150
45, 203, 450
43, 868, 950 18, 085, 000 9, 572, 900
42, 198, 450 17, 995, 000 9, 572, 900
39, 192, 100 18, 564, 000 , 880, 000
39, 188, 350 18,115, 500 9, 480, 000
17, 336, 500 10, 363, 000
19, 608, 500 9, 933, 000
38, 521, 450 20, 364, 000 9. 583, 500
46, 058, 250 23, 832, 500 9, 753, 500
37,415, 750 24, 738, 500 9, 813, 500
35, 611, 750 27,162, 500 9, 813, 500
33, 098, 550 28, 339, 000 9, 814, 300
13, 487, 650 28, 708, 500 9, 633, 100
]7, 3?6, 650
1, 240, 150 ;
11, 554, 650 20, 380, 500 11, 383, 100
8, 543, 650 18, 535, 500 10, 433. 100
7,416, 750 18, (414, 500 13, 233, 100
14, 418, 300 19, 849, 500 12, 733, 100
5, 868,000 | 11, 983, 100
6,089, 500 : 11, 992, 300
$1, 743, 400 6, 089, 300 { 5 12, 482, 300
3,137, 800 7,001, 600 11, 432, 300
6, 474, 300 7, 997, 100 10, 232, 300
10, 672, 200 8,819, 950 |} 11, 482, 300
12, 763, 100 8, 385, 400 9, 732, 300
17, 283, 600 10, 727, 100 \ 10, 513, 300
21, 951, 900 8, 710,750 |1
22, 797, 400 9, 332, 250
24, 554, 600 9. 784, 900 9, 763, 300
24, 554, 600 11, 181, 900 9, 763, 300
24, 064, 100 11, 550, 750 9, 793, 400
22, 052, 500 11, 328, 350 g. Zﬁ}g, %88
s 409
14, 734, 500 10, 416, 550 ‘ -
13, 261, 500 10, 641, 800 1,304,000 |- coeoaaoa
12, 013, 000 12, 629, 600 927, 000 3,000
12, 343, 500 13, 876, 300 3, 060, 000 3,000
23, 152, 000 14, 277, 700 3, 060, 000 3,000
20, 037, 500 12, 610, 800 3,060, 00O 3,000
20, 037, 500 12, 462, 550
19, 920, 000 12, 317, 450
20, 844, 000 12, 147, 950 3. 060, 000 3. 000
20, 844, 000 12, 273, 800 3, 060, 000 3,000
20, 844, 000 12, 575, 300 5, 921, 500 3,000
24, 844, 000 12, 615, 700 5, 921, 500 3, 000
15,921, 500 303. 000
28, 733,000 3, 600
23, 392, 000 12, 615, 700 28, 733, 000 , 3,000
20, 844, 000 12, 615, 700 28, 733, 000 3,000
21, 272, 500 11, 690, 300 28, 733, 000 3, 000
24, 743, 500 11, 690, 300 28, 733, 000 3,000
~o| 24,743, 500 13, 245,900 | 29, 979, 500 3,000
June30.. .. ______.___ 24, 743, 500 31. 608, 500 3, 000

11, 774,400 |
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FEDERAL RESERVE BANK OF MINNEAPOLIS

United States securities holdings of the Minneapolis Federal Reserve Bank

1922-1930
Purchased Purchased Purchased Purchased
in open independ- in open independ-
market ently market ently
1922
January. oo |em e $4, 896, 160 $12, 270, 500 $7, 557, 710
February. 5, 665, 160 9, 947, 000 7, 562, 710
10, 926, 910 8, 745, 000 14, 562, 710
13, 660, 260 8, 923, 500 8, 562, 710
14, 858, 860 8, 9686, 600 7, 567, 710
...... 13, 555, 960 9, 471, 500 7, 567, 710
______ 12, 178, 010
______ 9, 856, 110
...... 18,972, 160 8, 968, 000 7,557,710
______ 11, 866, 160 8, 923, 500 7,567,710
...... 11, 757, 160 9, 206, 000 7,557,710
______________ 13,071, 460 8, 894, 000 7,587,710
9, 482, 000 7,557,710
10 724 000 7, 557, 710
.............. 9, 941, 260 11, 281, 500 7,657,710
______________ 12, 208, 310 13, 847, 000 7, 557,710
$2, 582, 770 15,174,910 14, 764, 000 7, 657,710
652, 268 12, 779, 610 18, 939, 000 7, 557, 710
______________ 14, 820, 510 15, 718, 500 7,557, 710
12, 884, 610 16, 342, 000 7,657,710
11, 564, 610
12, 314, 610
September ______ 13, 618, 610 11, 600, 500 7,557,710
October_ __. ... __...._. 7, 503, 310 10 550 000 7, 584, 810
November______._____|........ 7 866 310 10, 253, 000 7, 584, 810
December. ... . |- 10, [)36 410 6, 177, 500 7, 584, 810
3,342,000 7, 584, 810
1924 3, 439, 500 7, 584, 810
January.._.._______._ 1, 384, 600 8, 559, 760 3, 460, 000 7,584, 810
February.....__. 2, 491, 600 7,738, 860 3,750, 000 7, 584, 810
arch____. 7,768, 500 7,935,810 3, 276, 500 7, 684, 810
April.___ 12, 133, 700 9,239, 110 3, 121, 500 7, 584, 810
May._. 13, 02, 400 7, 665, 810 3, 452, 500 7, 584, 810
June__.__._______ 18, 345, 500 9, 780, 310 3,322, 500 7, 584, 810
July________.__._ 19, 148, 200 7, 533, 310
August______ 19, 485, 200 7,457, 310
September_ 20, 100, 600 8,019,310 3, 322, 500 7, 584, 810
October_.... 20 ‘100 600 7,681, 810 1, 911, 500 7, 584, 810
November. 19, 696, 600 7,476, 310 1, 654, 000 7,602,910
DPecember_.____._____ 18, 043, 500 7,744,910 1, 032, 500 7,602, 210
8986, 500 7,718,345
760, 500 7,944, 395
12, 021, 500 9,072,010 760, 500 7,671, 520
10, 818, 500 7, 660, 310 1, 531, 500 7,627, 510
9,825, 000 7, 558, 010 1, 308, 000 7, 676, 950
9, 788, 000 7,857,710 || October.__ 943, 500 7, 847,630
9, 788, 000 7,557,710 || November. 2, 184, 000 7,779, 330
8, 471, 000 7,557,710 || December....________ 8, 789, 500 8, 083, 830
8, 471, 000 7,557, 710
8, 420, 500 7,557,710 1930
9, 020, 060 7,557,710 || January.._.. 9, 147, 500 7,633, 898
_____ 9, 020, 000 7,557,710 || February.. 9, 340, 000 7, 688, 420
November 9, 620, 020 7, 657, 710 10, 766, 000 7,627, 985
December._____.._.___ 11 520, 000 7, 557, 710 10, 766, 000 7,711, 666
15, 766, 000 8, 024, 833
17, 454, 500 7, 936, 807
10, 612, 500 7. 557,710 17, 454, 500 7,723,976
9, 020, 000 7,557,710 18, 248, 500 7,682, 764
9, 377, 500 7,587, 710 18, 248, 500 7,777,220
12, 270, 000 7, 557, 710 18, 248, 500 8, 037, 002
12, 270, 000 7,557,710 ! November_ 18, 927, 500 8, 936, 644
12, 270, 500 7,857,710 || December.___..._.._. 19, 563, 500 7 738, 683
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834  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

FEDERAYL. RESERVE BANK OF NEW YORK

Government securities purchased through the open-market investmeni com-

mittee and held in the portfolio of the Federal Reserve Benk of New York:
at the end of each month since January, 1924

[In millions of dollars]

Last day of—; 1924 | 1925 192611927 1928 11929 | 1930 | Last day of— | 1024 | 1925 | 1926 | 1927 | 1928 1 1929 | 1930

January.._.. 141112} 51} 831 8| 23 97
February...: 25{1001 51 ¢ 53} 731 13 99
N 5 911 53 541 70| 14 94
92 73 53| 42 7 78 | October._... 186 | 51 53 103 21| 23 74
611 73| 56| 23 6 64 | November..| 182 | 51 : 53| 110| 24| 42 80°
52| 73| 64 24 5 67 | December.._| 167 51| 56 | 112 23| 93 87

Government securities held by the Federal Reserve Bank of New York at the
end of each month since January, 1922, which were purchased locally and
independently of the open-market investment committee

[In millions of dollars]

Lastday | 1092|1023 | 1026 | 1927 | 1028 | 1929 | 1030 | LSt day 1922’1923 1926 | 1927 | 1928 | 1925 | 1930
1
January.... 112 { July.eeeaoo o 112
February. .. 112 | August...__ 112
112 | September. 167
113 | October._._ 112.
111 | November. 108
11 | December.. 158

NoTE.—Above statement excludes certificates of indebtedness issued to cover Treasury overdraft.

Government securities held by the Federal Reserve Bank of New York under
resale agreement at the end of each monith since January, 1922

[In millions of dollars]

Last day of— 1922 1923 1924 1925 1926 1927 1928 1929 1930

February.

August_.

September_
October... .
November.
December___....._.._....__.
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 835

Government securities held by the Federal Reserve Bank of New York under
resale agreement on the 20th day of each month since January, 1922

[In millions of dollars]

20th day of— 1922 1923 1924 1925 1926 1927 1928 1929 1930
January._. o 3 23 |
February._ - 11 23
Mareh. el 81
April ool 14 2ol 20 ... 7.0
MY 2 Tl 80,  3._______. 4.0 150 j-c_o__..
June. - 14 8.l 5Ol 4 4.0
July._. - 14 ... 7.0 10l.__..___. 7
August__ - 10 L5 PN PR ISR, 2 2.0
September oo ooeooao 21 4 .4 2 4 13.0
October._. - 22 4 7.0 {oeoeaan 2 21.0
November. - 8 6 10.0 [ S, 25.0
December_ ... 31 5 23.0 7 15 9.0

|

Note.~—There is so much fluctuation in these holdings, partly due to more or less regular monthly move-
ments, that data are given both for the 20th and the end of the month.

FEDERAYL RESERVE BANK OF PHILADELPHIA, PA.
United States securities held as of the end of each monih

Purchased | Purchased Purchased | Purchased
through 1nde1pen}1- through | independ-
Reetin | openomar | Total Pletin | openmar- | Total
vestment | ket com- vestment | ket com-
committee | mittee committee | mittee

1925

$21, 792,000 | $21,792,000 [} July___.____. $370, 500 [$17, 503,800 | $17, 874,300
22,751,100 1 22,751,100 || August.______ 374,000 | 17,497,800 { 17,871, 800
22,750,600 | 22,750,600 || September_._| 1,565,000 ; 17,497,800 { 19,062, 800
30,488,600 § 30,488,600 |} October_____.| 1,565 000 | 17,497,800 | 19, 062, 800

30,370,600 | 30,370,600 {| November. _ 1,565,000 { 17,497,800 | 19, 062, 800
33,879,450 | 33,879,450 || December....| 6, 565, 000 17 497,600 ; 24, 062, 600
33,980,450 | 33,900, 450
34,613,850 | 34,613, 850 1926
34, 863, 350 34 863 350 i] Jamuary.---.. 4,750,000 | 17,497,600 | 22, 247, 600
31, 764, 650 31, :64, 650 |+ February. 1,565,000 | 17,497,600 ; 19, 062, 600
27,634,800 ! 27, 634, 800 16,958, 100 | 19, 085, 600
28, 190, 300 1 29 190 300 16,958,100 | 23, 723, 100

) 18,958,100 | 23,723,100
14,958,100 | 21,722, 600
14,958,100 | 21,722, 600
14,958,100 | 20, 442, 100
25,417,600 ' 25,417,600 |, September_._j 4,821,500 | 15,008,100 | 19, 829, 600
24,785,600 | 24,785,600 || October_._... 4,920, 000 | 15,008,100 { 19,928, 100
24,796,700 | 24,796,700 || November.__| 4,944,000 | 15,008,100 | 19,952,100
17,386,000 | 17,386,000 {| December_...| 5,222,000 | 15,008,160 | 20,230,100
17 381 000 : 17, 381,000
17 381 000 | 17,381,000
17,408,000 | 17,408,000
17,406,000 ; 17,406,000
12,603,000 | 12,603, 000
December... 12,951,500 | 12,951, 500

29,183,600 | 29, 183, 600

1927

15,008 100 | 19,952, 100
15,008,100 { 16,927, 600
14,734,600 | 19, 809, 600
14,734,600 | 19, 687, 100

g_ <__

N 14,734,600 | 24,970, 100

1924 : 15,184,600 | 26,762, 100
January..._. $4,151,300 | 17,567,000 | 21,718,300 _ 15,184,600 | 28, 217, 600
February....| 5, 569,500 | 17,367,000 | 22 936,500 . 15,184,600 | 34,909, 100
March. . ... 5,569,500 | 17,412,500 | 22 082,000 || Septernber._.| 20,404, 500 | 15, 184,600 | 35, 679, 100
April.. 6,825,500 | 19, 556,000 | 26, 381, 500 :| October.____. 26,269,500 | 15,184,600 | 41,454, 100

20,674,000 | 31,366,600 | November....| 29, 545,000 | 15, 184,600 | 44,729, 800
21,788,000 | 98,931,100 || December_...| 30,478,000 | 15, 185,600 | 45, 663, 600
22,046, 500 | 30,799, 700

22,399,500 | 31,136,700 1928 -

September.._| 8,808,100 | 22,644,000 | 31, 452 100 [ 15, 185,600 | 36, 821, 600
October...... 8,808, 100 | 22, 644, 000 31 452 100 15,185,600 | 34, 863, 100
November____| 8,582, 100 ; 22, 591,000 31 173 100 ; 15,187,100 | 34,308, 100
December._.__ 12 441 000 | 17, 447, 800 29, 888, 800 ; 15,187,100 ¢ 26, 708, 100
15,187,100 | 21,417, 600

1925 15,196,600 | 21, 609, 600
January_.. 7,525,100 | 18,208,200 | 25,733,300 15,196,600 21, 647, 600

17,447,800 | 24,905,300 |
17,497,800 | 24, 270, 800

5,
November___| 6,46
17 497 800 ! 17,874,300 :| December....| 6,2

15, 222, 600 21 446 600
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United States securities held as of the end of each month—Continued

3 -
Purchased | Purchased Purchased ‘ Purchased ‘
through indelpend- through inde{)en(fi-
open-mar- | ently of open-mar- ently o
ket in- | open-mar- Total ket in- ( open-mar- | Fotal
vestment | ket com- vestment | ket com-
committee mittee committee 1 mittee
1629 1930 !
January._.... $6, 224, 000 [$15, 222, 600 | $21, 446,600 (| January...._.;$27, 876, 000 1§15, 021, 600 | $42, 897, 600
February. ... 3 581 500 | 15,222,600 | 18,804,100 28, 463 500 ; 15,021,600 | 43, 485,100
15,011, 600 ; 18, 110, 600 31, 114, 500 | 15,010,100 ; 46, 124, 600
15,011, 600 | 16, 938, 600 31,114, 500 | 15,010,100 | 46, x24, 600
15,011,600 | 16, 692, 600 31, 114 500 ( 15,010, 100 | 46, 124, 600
15,023,100 | 16, 458, 100 35, 195 000 | 15,007,100 [ 50,202, 100
15,023,100 | 16, 458, 100 35, 195, 000 | 15, 007, 100 | 50,202, 100
15,023,600 | 18,178, 100 37,245,000 | 15,007,100 | 52, 252, 100
September.._.| 2,657,000 | 15,021,600 | 17,678,600 || September...| 37,245,000 | 15,007,100 | 52, 252, 100
October.._.__ 6,607,500 | 15,021,600 | 21,629,100 || October__.___ 37,245,000 | 15,007,100 | 52, 252, 100
November-__| 12, 050, 000 | 15,021,600 | 27,071,600 || November.__ 39 001, 500 | 15,007,100 | 54, 008, 600
December....| 26,784, 500 | 15,021,600 | 41,806,100 || December____| 41, 297 000 | 12,907,100 | 54,204, 100
FEDERAL RESERVE BANK OF BICHMOND
United States securities held on last day of each month, 1922-1930, inclusive
Purchased Purchased
P gfolﬁggd independ- Pt‘%fr%kl’ggsﬁd independ-
_ ently of ently of
open-mar- | ©o o open-mar- | 1o o
ket invest- kpt : ket invest- kp : o
ment | ket inyest ment | K6t mvest
committes | . oSl COMIMILEER | oommitten
1922
RES20E:) o SR $4, 993, 400 $4,223,000 | $1, 340, 900
February.. S| 4,798,400 4, 203, 000 1, 340, 900
March_ .| 4,793,400 4,102, 500 1, 340, 900
April.. -| 4,793,400 4,102,500 | 1,340,900
May... _b 4,793,400 4,102, 500 1, 340, 500
June___ J| 4,793,400 7,602,500 | 1,340, 900
July ... _\ 4,750,900
August._.. 1 4,700,900
September. _| 4,700,900 || January ... __.________._ 6, 332, 000 1, 340, 900
October. . 4, 200,900 || February_. 4,102, 500 1, 340, 900
November_.. 3,200,900 || March___ 4, 531, 000 1, 340, 960G
December. - oo 1 290 900 || April__ 8, 002, 000 1, 340, 900
8, 002, 000 1, 340, 900
8,001,000 | 1,340,900
1, 340, 900 - 8, 001, 000 1, 340, 900
1,340,900 || August._ 6, 486, 500 1, 340, 900
1,340,900 || September. 5,702,000 | 1,240,900
1,340,900 || October___ 5,818,500 | 1,240,900
1, 340, 900 || November 5, 846, 500 1, 240, 900
1, 348, 930 December.,- 6,176,000 | 1, 240, 900
1, 340, 900
1, 340, 900
September. 1,340,900 || January. .. .. ......_____ 5,847,500 | 1,240,900
October. __ 1, 340, 900 1 February. 5,818,500 | 1,240,900
November. 1, 340, 900 |} March. 6, 603, 000 1, 240, 800
December._.____ 1,340,900 || April 5,857,500 { 1,240,900
May. 8, 251, 500 1, 240, 900
June._ 14,334,500 | 1,240,900
1, 340,900 || July... 15, 785, 500 1, 240, 900
1,340,900 || August_._. 24, 285, 500 1, 240, 900
1, 340, 900 || September. 26, 286, 000 1, 240, 900
1, 340, 900 || October._. 11, 136 000 1, 240, 900
1, 340, 900 || November_ 11, 213, 560 1, 202, 700
1, 340, 900 || December. .. _..__.____..__ 11, 299, 000 1, 152, 700
1, 340, 900
1, 340, 900 1928
1,340,900 ) January. ... ... 8, 021, 000 1,152,700
] 1,340,900 || February__ 7, 295, 500 1, 152, 700
November 1, 340,900 1| March____. 7,089, 000 1, 152,700
December. .cocoroomeeenn 3, 270, 400 1,340,900 || April__ 4,270, 500 1,152, 700
May._. 2,310, 500 1,152,700
June_ 2,377, 000 1, 152, 700
2, 157, 500 1,340,900 || July___ 2,391, 600 1,152, 760
1, 941, 500 1,340,900 || August____ 2, 123, 500 1,152, 706
1, 763, 000 1, 340, 900 || September.. 2, 123, 500 1, 152, 2060
2, 044, 500 1, 340,900 j| October._. 2, 271, 500 1, 152, 200
4, 884, 500 1,340, 800 || November. 2, 512, 000 1, 152, 200
y 1,340,900 il December_..........__._._ 2 275, 000 1, 152, 200

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 837

United States securities held on last day of each month, 1922~1930, inclusive—

Continued
Purchased Purchased
Phrohased | independ- Feauen | independ-
open-mar- ently of open-mar- ently of
et invest- | JPSN-INAT ket invest- | OPeD-MAaT-
ment ket mvgst— ment ket mvgst-
© men s men
comimittee committee cominittes committes
1930

$2,275,000 | $1,152,100 |} Januwary . ___.______..___ $8,749,500 | $1,152, 100
1, 309, 500 1,152, 100 8, 834, 000 1,152, 100

1,204,000 [ 1,152, 100
656,500 | 1,152, 100
656,500 | 1,152,100
656,500 | 1,152,100
656,500 | 1,152,100

| 11,487,500 1,152,100
l 11,487,500 | 1,152, 100
11,487,500 | 1,152, 100
14,441,500 | 1,152,100
‘ 14,441,500 | 1,152,100

656, 500 1,152, 100 18, 830, 500 1, 152, 100
856, 500 1,152, 100 15, 830, 500 1,152, 100
656, 500 1,152,100 |} October_.__ --; 15,830,500 1, 152,100
656, 500 1,152,100 |; November. - 17, 018, 500 1,152, 100
8, 407, 000 1,152,100 || December__... .. ... .. 12, 755, 600 1,152,100

Regarding statistics furnished in answer to questionnaire No. 9, item 1,
(a), (b), and (e), the United States securities held in January, 1922, consisted
of the following:

Liberty loan bonds, taken over from subscribers at time of original

allotments_____ - I - $81, 300
Panama bonds purchased from member banks as required by sec. 18
of Federal reserveact_________________ 237, 600
United States consols purchased from member banks as required by
sec. 18 of Federal reserve act___________ . 915, 100
Pittman Act certificates (2 per cent) purchased under the terms of
Pittmian Act as security for Federal bank notes________________ 3, 760, 000
Total . _____ .. — 4, 993, 400

No TUnited States securities have been purchased by this bank independently
of the open-market investment committee since January, 1922; the Liberty
loan bonds have been sold or redeemed ; the Pittman Act certificates have been
redeemed by the Treasury Department from time to time as the Federal
reserve banks discontinued issuing Federal reserve bank notes; and the bal-
ance on hand at present, $1,152,100, consists entirely of the original purchases
of Panama bonds and United States consols.
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FEDERAL RESERVE BANK OF ST. LOUIS

United States securities as of the end of each month for the period January,
1924, to December, 1930, which were purchased through the open-market

investment committee

January. .. .__._.
February .. __________.

Avgust________________
September_ . .. _________
Qctober_ _ .. __________.
November_ .. ________
December_ .. ________.

January_._ . ____.___.___
February_ .. _____ . ____

August_ . . _____.___

October. _ . ___________
November___._____._____
December. _ .. _________

January_ .. __..__..
Yebruary_ ... ________

July_ oL
Auvgust____________.___
September_____________
October . ______________
November_____________
December____.________
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13, 694, 300
14, 873, 800
16, 769, 000
16, 769, 000
16, 439, 000
15, 087, 500

34, 378, 000

29, 753, 000
29, 753, 000

29, 577, 000

18, 872, 500
18, 872, 500
18, 872, 500
21, 872, 500

20, 783, 500
18, 872, 500
18, 872, 500
18, 872, 500
18, 872, 500
18, 872, 000
18 872, 000
15, 299, 500
13, 450, 500

13, 725, 000

13, 792, 000
14, 569, 500

January..__..___ e 813, 793, 500

18, 725, 000
14, 158, 500
13, 817, 500
13, 590, 000
10, 371, 500
16, 118, 000
19, 547, 500
19, 778, 500

20, 669, 500
21, 280, 000
21, 543, 500

15, 294, 000
13, 909, 000
13, 517, 000

4, 417, 500
2, 542, 500
3, 942, 000
8, 446, 000

20, 641, 600

10, 641, 000
10, 641, 000
10, 642, 500
10, 642, 500
10, 642, 500
14, 017, 500
14, 017, 500
15, 274, 000
15, 274, 000
15, 274, 000
17, 757, 500
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United States securities as of the end of each month for the period January,
1922, to December, 1930, which were purchased locally or independently of
the open-market investment committee

1922 1927
January .. _____.. $8, 247,000 | January___________.____ $7, 039, 650
February_ . _______.___. 14,719,000 | February_ .. ___._______ 8, 790, 300
March. "o ____ 20, 579, 600 | March .- ____________ 13, 841, 700
April__________TTTIITTT 24,963, 500 | April_____________1T_- 13, 841, 700
May_ . 29, 144, 800 | May_________________ 13, 841, 700
June. . __. 25,507,500 | June_.____.___________ 14, 461, 700
July_ . JTIIIITITTIIT 26, 457, 060 | July _________________ 11, 063, 950
August_.______._____.__ 29,225, 500 | August__ . _____________ 13, 569, 000
September__ .. _.___..__ 26, 563, 500 | September_____________ 16, 619, 500
October. - - oo 23, 684, 550 | October_______________ 16, 619, 500
November____._.___.._ 21, 710, 000 | November_____________ 16, 619, 500
December_ _ - .o ____. 19, 551, 500 | December_____________ 16, 619, 500
1923 1928
) January_______________ 18, 009, 500
By 5 580, 900 | February______ 1171117 18, 009, 500
March_- - 1" 25, 522, 700 | March_ ... 16, 625, 000
: April . ___ 16, 625, 000
April ..l 18, 203, 900 M 5
May Tl 14, 933, 400 | JIBY--—--ooooooooooo- 10, 625, 000
June__________TIITTITC 7,250, 600 | JURe oo 7,125, 000
Juy. o . 7, 125, 000
July - oooTTTTTTITIT 7, 250, 600
August 3. 668, 300 September _____________ 11, 625, 000
Septemi)-c;‘ _____________ 3 668 300 | October. . ____________ 16, 625, 000
"""""""" ’ T e November___________.__ 16,625, 000
1925 December. . ____.______ 16, 625, 000
February._ .- __-.._ 297, 900 1929
March_ oo 577,900 | January . oo 16, 625, 000
April . 670, 400 | Fehruary_ ... 16, 625, 000
May. 721,400 | Mayeh_" __________ 16, 862, 500
June_ ... 721,400 | Apey T _TTTTTTT T 11, 337, 500
July o 1,200, 500  May ___ - T T T 13, 825, 000
August_ ... 1,290,500 | yype_______ T 13, 625, 000
September.____________ 1,290,800 | Jupy_ T T TC - 13, 625 000
October__.._________.. 1,515,000 | October_ .. ...._.____ 8 625 000
November____.___.._.. 1,615,000 | November. ... 8, 625, 000
December. _ . .._._._._ 2, 474, 500 December_ . _ . ____ 8, 625, 000
1926 1930
January_______________ 3,991,500 | Janvary.__ . __.____ 8, 625, 000
February .. ... _._____ 5,035,000 | February. _.___._._._.___ 8, 625, 000
Mareh. - _ oo e _ 6, 670,500 | March__ . _.___._______ 8, 625, 000
April._______TTTTTTC 6, 869, 500 | April__________________ 8, 625, 000
May .- 9,869, 500 | May ...~ - 8 625, 000
June_ _________________ 7,579,100 | June. . __ . __ . _._____ 8, 625, 000
July_ DT 5,456, 600 | July. .. _____TIIT77C 8, 625, 000
August____ . ____.______ 5,883,250 | August_ ._____________._ 8, 625, 000
September_ ... _._______ 5,793, 250 | September_.____._______ 8, 625, 000
October. . _____________ 5, 884, 750 ) October_ .. __.__.. 8, 625, 000
November_ . _________.. 6, 073, 250 | November____________._ 8, 625, 000
December. .- . . ______ 6, 502, 850 | December_ . __________ 8, 625, 000
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FEDERAL RESERVE BANK OF SAN FRANCISCO

! ! |
Participa- l ‘ Participa- |
End of tion in - 4 I tiomin oth
nd o open- toer " sad o Lo er ”
month market in- | holdings \ Total 1 month market in- | holdings Total
vestment vestment :
account { : ‘ account ‘
~ . {‘ i | —
1922 l 1926
January ..o |oeooo ool feeoaioiolo 11§19, 258, 000 ' July___ .. $40, 131, 000 [ 489, 676, 000 ; $49, 807, 000
February .
2 38, 089, 000 || September.__ .

28 604, 000 ‘ 9, 681 000 | 38, 285,000

l 18,626,000 || August_...__ i32, 3600 9,679,000 | 42, 215,000

_| 2 58, 659, 000 [ October______ 2187,000 | 9,681,000 | 38,868, 000
-1 260, 009, 000 || \Iovember-__| 29,327,000 | 9,683,000 | 39,010,000
_'262,104,000 || December..__! 30,983,000 | 9,684,000 | 40,667,000
RH )
_| 2 82,977 I
September - 251,976,000 |' January_.___. 29, 333,000 | 9,686,000 | 39,019, 000
October___. _‘ 247,367,000 | February..__! 29,188 000 ! 9,687,000 | 38,875,000
November_ -1236,802,000 | March._____. 30,110,000 | 9,689,000 | 39, 799,000
December - 234,766,000 ! 20,383,000 | 9,690,000 | 39,073, 000
26,622,000 ' 9,690,000 | 36,312,000
1923 i 30.109,000 | 9,691,000 | 39,800, 000
January__.___ 34,766,000 ! 31,243,000 | 9,693,000 | 40,936, 000
February._. 34, 747,000 36,451,000 . 9,694,000 | 46, 146,000
March.__ 27, 61;,0(]0 ‘ September___| 36, 205,000‘ 9, 695, 000 45, 900, 600
April 27,641,000 ! October______ 35,854,000 | 9,698,000 | 45, 552,000
May. 27,641,000 | November...| 36,105 000 : ©,803,000 | 45,798, 000
June. 9, 185, 000 '; December___| 36,382,000 | 9,693,000 | 46, 075, 000
July__. 318 880 9, 185, 000 1028 I
August___ i 9,185,000 g, 185, 000 |
September. 9,185,000 | 9,185,000 || January_.....| 25,828,000 | 9,603,000 | 35, 521, 000
October__._ 9,185,000 | 9, 185,000 \ February.._.| 23, 488000 | 9,695 000 | 33,183,000
November. 9,185,000 | 9,185,000 || March.._____ 22,822,000 | 9,697,000 | 32,519,000
December..__|-o.oo_.__._. | 9,185,000 | 9,185,000 | April_..___._ 13,746,000 | 9,680,000 23,426, 000
‘ i May. ... 7,435,000 | 9,682,000 | 17,117,000
1924 17. 336, 000
i Ll e o
, 185, 7,584,000 || A , 720,
17, 421, 000 ' 9,188,000 | 26, 609, 000 " Beplember___| 7,499,000 | 9682000 | 17,181,000
21,683,000 | 9,190,000 | 30,873,000 || October .. 6,951,000 | 9,684,000 | 16,635, 000
27,258,000 | 9,192,000 | 36,450,000 | November_.| 7. 687,000 | 9,687,000 | 17,374, 000
34,446,000 | 9,196,000 | 43,642 000 | December____| 7,397,000 - 9,705,000 | 17,102, 000
bt R B |
6, 914, , 200, :
September _.| 61,183, 000 ‘ 9, 206, 000 601339,000 1 January__.___ 7,307,000 1 9,705,000 17,102, 000
October__.__. 51,133,000 | 9,207,000 , 60,341,000 || February....| 4,256,000 | 9,706,000 | 13,962 000
WNovember___| 50,112,000 = 9,208,000 | 59,321,000 j| March : 9,706,000 | 13,389,000
December..__| 45,930,000 | 9,213,000 | 55,143,000 || ﬁ/{prﬂ ......... g, ;8;3,888 g %g, ggg
) R, , 707, , 705,
: June. . 9,708,000 | 11,402, 000
B0 G400 | 5 320,000 | 30 8o 00 | MumEsE I 3911000 | 9708000 | 13415, 000
7,641,000 | 9, 220, 0 6, 861,000 || August.______ , 711, , 708, , 419,
25,103,000 | 9,221,000 ; 34, 324, 000 ﬂ September.._| 3,127,000 ; 9,709,000 | 12,836, 000
35,527,000 : 9,227,000 | 44,754,000 | October______ 2,173,000 | 9,710,000 | 11,883, 000
39,867,000 | 9,232,000 | 49,099,000 | November.._| 2,173,000 | 9,710,000 | 11,883,000
34,505,000 | 9,236,000 | 43,741,000 ] Decomber.._.| 2,173,000 ; 9,642,000 | 11,816,000
31 505,000 | 0,456,000 | 43,701, 000 1930
30! , 488, , 791, 000
September_._} 34, 281, 000 [ 9,650,000 | 43,932,000 || January_..___ 2,173,000 ;: 9,642,000 | 11,816,000
October.._...| 34,281,000 | 9,653,000 | 43,934,000 || February_ 2,219,000 © 9,642,000 | 11,861,000
November._.| 34, 281,000 | 0,655,000 | 43, 936, 000 March._..___| 27, 052000{ 9,642,000 | 36, 695, 000
December.___| 40,281.000 | 9,656,000 | 49,938,000 | i.lpm _________ g; 8?%’ 888 g gg,ggg gg ggg 838
CMay. . , 052, , 642, , 695,
1926 } June.. .. _.__ 27,052,000 | 9,642,000 | 36, 695, 000
P i pina Ima Lo BN SRR N
4, 281,000 | 9,662 000 | 43,943, 0 August_____._ 9, 367, , , 009,
34,925,000 | 9,664,000 | 44,589,000 || September.__| 20,367,000 | 9,642,000 | 39,009, 000

40,131,000 | 9,669,000 | 49,800,000 ;| October._____ 20,367,000 | 9,642,000 | 39,009, 000
- 40,131,000 } 9,670,000 | 49,802,000 || November.__| 31,349,000 = 9,642 000 i 40, 991,000
40, 131, 000 i 9,674,000 | 49, 806, 000 i December___.| 33, 940, 000 | l 17,142,000 | 51, 082, 000

1 Includes approximately $8,000,000 securing bank notes issued in connection with Pittman Act.

2 Holdings were increased through purchases in New York, Chicago, San Francisco, and fromn mermber
Pbanks.

3 Separate records not previously maintained.
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OPERATION OF THE NATIONAL AND FEDERAL RESERVE
BANKING SYSTEMS

QUESTIONNAIRE NO. 10
Bankers’ Acceptance

Federal reserve officials have called attention to the fact that, at fimes, the
dependence of the acceptance market on the reserve banks has interfered with the
credit policies in force at the moment. The purpose of these questions is to in-
quire into the nature of and the extent of the dependence of the acceptance market
on the reserve banks and the relationship between the volume of acceptance
purchases by the reserve banks and the expansion and contraction of credit:

OF A GENERAL NATURE

1. What are the factors that in your opinion have made for the increasing
concentration of the acceptance business of the country in the hands of-a few
institutions located in New York, Boston, Chicago, and San Franecisco, and that
have militated against the establishment of discount markets in other centers?

2. In the very rapid increase in acceptance totals from the beginning of 1926
to the present time, what factors were responsible for the increase in acceptances
drawn for foreign storage and shipment; for the marked increase in acceptances
arising against goods stored in domestic warehouses in 1927 and 1929; for the
increase in export bills in 1927 and 1928; for the inerease in dollar exchange bills
in 1929; for the failure of bills arising from import trade to increase excepting in
1929; for the failure of acceptances arising from domestic shipments to inerease
materially through the period under review?

3. What effect will the board’s liberalizing ruling of 1929 have on the volume of
acceptances arising from domestic shipments?

4. It has been suggested that the increase in acceptances arising from foreign
storage and shipment is to be explained by the curtailment of capital exports to
Central Europe through 1929. What light does the experience in your own dis-
trict throw on this problem?

5. Would it facilitate the growth of acceptance markets in the various reserve
distriets for the reserve banks to establish foreign agencies or branches in foreign
countries?

6. To what degree has the increase in acceptance totals represented a growth
in self-liquidating paper? A substitution for other forms of credit instruments?
A growth in eredit which will eventually be funded into longer term obligations?

7. State the experience in your distriet with various abuses in the use of the
acceptance, i. e., with acceptance renewals, with the drawing of acceptances for
a longer period than the life of the underlying transaction, with the use of the
acceptance for refinancing purposes, with the use of the acceptance for the purpose
of extending credit beyond the limitations imposed by section 5200 of the Revised
Statutes, with the use of acceptance for the purpose of holding goods in storage
for speculative purposes, and with the practice of accepting instifutions discount-
ing their own acceptances.

8. To what extent have you seen evidence of multiple acceptances arising out
of successive transfers of ownership of the same goods held in warehouse or in
course of shipment?

CONCERNING THE DEMAND FOR ACCEPTANCES

9. To what extent does an investment demand for acceptances exist in your
district? To follow the investment demand on the part of member banks append
statistics for as frequent intervals as possible, beginning January, 1922, of the
acceptance liabilities of the member banks of your district, together with the
amount of their own acceptances and of the acceptances of other banks held

in portfolio.
841

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



842  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

10. To stimulate an investment demand for acceptances, would you be in
favor of changing the present provisions of the Federal reserve act relating to
the reserve requirements of member banks, permitting member banks to carry
smaller reserves provided that they held a portfolio of bills equal to a certain
percent‘?ge of their deposit liabilities? If so, what specific change would you
suggest?

11. To stimulate an investment demand for acceptances, should the reserve
bankg follow a policy of refusing to purchase acceptances unless the accepting
institutions hold bills, accepted by other institutions, equal to a substantial per-
centage of their own acceptance liabilities?

12. Would the dependence of the acceptance market on the reserve banks be
lessened if the reserve banks should hold their buying rates above the market
rate on acceptances? What would be the effect of this change of policy on the
acceptance market? To what extent, in your opinion, has the market rate on
acceptances been an artificial one in the sense that it has been primarily deter-
mined by the buying rates of the reserve banks?

OF A LEGAL NATURE

13. Would you favor a change in the Federal reserve act limiting the accepting
of time bills of exchange on the part of member banks simply to those growing
out of bona fide shipments in foreign trade and to those made for the purpose
of creating dollar exchange?

14, Append a digest of the laws of those States included within your distriet
respecting the acceptance powers of State banks, the limitations on the amount
of acceptances which State banks may discount, and the provisions of any State
%w pimitting acceptance banks of the type permitted by the provisions of the

dge Act.

PURCHASES FOR FOREIGN ACCOUNT

15. Append by countries, ag of the last reporting date in each month since
January, 1922, data on the volume of bills held purchased for foreign account.

16. Is the buying rate on bills bought for foreign account lower than that on
bills bought for own account? Are bills purchased for foreign account acquired
solely from dealers? If the bulk of bills purchased for foreign account is acquired
from dealers, state the reason for this practice.

17. What is the rate of commission that the reserve banks receive for indorsing
the bills purchased for foreign account? Are all such bills indorsed? Is the
indorsement placed on each bill or is the indorsement in the nature of a blanke$
agreement with the foreign clients for which the purchases are made?

OF A TECHNICAL AND STATISTICAL NATURE

18. Append statistics on the volume of bills in your portfolio that have been
purchased loeally from dealers, that have been purchased locally from accepting
banks, that have been purchased locally from other sources, and that have been
acquirea through the open-market investment committee, for the last reporting
date of each month from January, 1922.

19. What policy does your institution follow inYbuying bills directly from the
accepting bank? Are such bills discounted?

20. Append a classification of bills held for own account on the last reporting
date in each month since January, 1922, by the type of currency in which the
bills are stated. What were the reasons for the increase in the amount of bills
stated in foreign currencies in 1927, in 1929, and 1930?

21. Does your institution ever acquire bills from other reserve banks to serve
as a cover for Federal reserve notes? State on attached schedule the amounts
and occasions of such purchases.

22. Present on attached schedule the buying rates on acceptances of different
maturities which have been in force at your institution, with the date of each
change, since January, 1922.

23. Does your institution ever discriminate in the buying rate established on
bills on the basis of the self-liquidating or nonself-liquidating nature of the
transaction from which the bill arose?

24. What has been the effect of changes in acceptance buying rates of the
Federal reserve banks on the total volume of bills outstanding?

25. What are the factors responsible for the decline in the acceptance com--
missions charged by American accepting institutions over the past six years?
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CONCERNING THE RELATIONS WITH THE DEALERS

26. Present a list of the recognized dealers in acceptances; 1. e., of those dealers
whose indersement is recognized by your institution. State the net worth that
a recognized dealer must possess. What other standards has your institution
imposed to which a recognized dealer must attain? What factors are considered
in determining the dealers’ lines of eredit?

27. On an attached schedule, present since January, 1924, weekly statistics of
fihe volume of acceptances held in the portfolios of dealers operating in your

istrict.

28. In connection with the data presented in answer to the above question,
estimate the amount of acceptances in the dealers’ portfolios that they have
acquired directly from the accepting institutions, from drawers of bills, and
from other sources.

29. State on attached schedule the amount of aceeptances held under resale
agreement by vour institution on the last reporting date in each month since
January, 1922.

30. Present statistics of the rate prevailing in respect to the resale agreements
against acceptances with changes in the rates and the date of each change, since
the inception of such agreements.

31. To prevent the seepage of Federal reserve credit into the speculative or
investment market, does your institution inquire into the use of the funds
extended to dealers under resale agreements?

32. Append statisties showing the average life of resale agreements since
January, 1922.

33. What, in the experience of your institution, has been the relationship
between changes in the amount of acceptances held under resale agreement and
the amount held in the dealers’ portfolios? The relationship of the resale agree-
ment rate in force at your institution and market rates of interest, on acceptances
as regards the volume of bills held under resale agreement?

Digest of Replies Received from the Different Federal Reserve Banks
Of o general nature

QuestioN No. 1. Relative to the factors making for an increased concentra-
tion of the acceptance business in the hands of a few institutions located in New
York, Boston, Chicago, and San Franeisco.

Among the reasons cited by the Federal reserve banks were, the coneentration
of banking resources in the cities named; their importance as domestic and
foreign trade centers; their importance as settlement points; the volume of sur-
plus funds concentrated in those centers and the prevailng low rates of interest;
the fact that banking institutions located therein are better known and that
their acceptances consequently command prime rates in the market.

QuesTtioN No. 2. Relative to the reasons accounting for the rapid increase
from 1926-1930 in acceptances arising from various transactions.

Reasons given for rapid increase in acceptances drawn against foreign storage
and shipment:

The liberalization in Febuary, 1927, of the acceptance rulings of the Federal
Reserve Board; the inability of parties interested to obtain acceptance credits
in Europe; nervousness regarding the stability of the European exchanges; the
shortage of capital in Germany and other central European nations (which means
that the acceptance credits granted can not be reduced until long-term loans
are floated in the United States, England, or France); the relatively low level
of interest rates in the New York money market {(though one Federal reserve
bank concluded that interest rates had probably had little effect); the increase
in industrial activities in foreign countries, accompanied by increases in external
trade.

Reasons given for increases in domestic storage credits:

A heavy volume of American cotton awaiting shipment, owing to heavy
stocks and lower prices prevailing in England; heavy and early crops in 1929,
combined with falling commodity prices; assistance given to the orderly marketing
of crops; the shifting from direct loans against commodities into acceptance
credits; sluggishness in movement of staple commodities; the creation of bills
by member banks indebted to the Federal reserve banks.
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844 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Reasons given for inerease in export bills:

In 1627 growth was stimulated by the easy-money policy of the Federal reserve
banks; rise in commodity prices; inerease in volume of exports; the substitution
of the acceptance for other forms of credit instruments in the financing of export
trade.

Reasons given for increase in dollar exchange bills:

A reflection of the exceedingly tight credit conditions abroad; the inability of
South American countries to market their commodities; the depressed exchanges
of the South American countries; curtailment of South American borrowings in
the New York capital market; the need of South American countries to provide
dollar exchange to pay for their imports.

Reasons for increase in import acceptances in 1929:

Increase in imports due to prospective tariff legislation; reflection of silk imports
at fairly high prices; an increase in imports of raw sugar from Cuba.

Reasons given for failure of acceptances arising from domestic shipments to
increasc materially through the period under review:

Borrowing for all commercial purposes at a low ebb, inasmuch as borrowers
had secured funds through security issues; little need for domestic shipment
acceptances since plenty of counter credit available; the fact that sight and
demand drafts, with bills of lading covering shipments are eligible for rediscount
at the Federal reserve banks; the fact that such documentary drafts aflord a
most desirable form of self-liquidating paper; the fact that in domestic trade
goods are sold under the open-book-account cash-discount system; delay in the
liberalization of the rulings of the Federal Reserve Board covering this type of
transaction.

QuestioN No. 3. Relative to the effect of the Federal Reserve Board’s liberal-
izing ruling of 1929 on the volume of acceptances arising from domestic shipments.

The Federal Reserve Banks of Atlanta, Boston, Dallas, Xansas City, New
York, Philadelphia, and St. Louis were of the opinion that the liberalizing ruling
of the Federal Reserve Board should increase the volume of domestic shipment
acceptances. The reasons given were that the cost of borrowed money to the
purchaser of goods should be less; that a substitution of acceptance obligations
for discounted notes should take place; that domestic acceptance financing had
been made casier to handle and that many of the technical discrepancies had
been eliminated.

The Federal Reserve Banks of Chicago, Cleveland, Minneapolis, Richmond,
and San Francisco reported either that there had been or was likely to be no
increase in the use of aceeptance credits for such purposes.

QuEstioN No. 4. Relative to the curtailment of capital exports to central
Europe through 1929 as a reason for the increase in acceptances arising from
foreign storage and shipment.

Seven of the Federal reserve banks voluntecred an expression of opinion on this
point. Of these, the Federal Reserve Banks of Chicago, Dallas, Philadelphia,
and San Francisco concluded thal the curtailment of capital exports had been an
important factor in the increasing volume of acceptances of this character.

The Federal Reserve Bank of Atlanta reported that the suggestion seemed
theoretically sound but that there was no substantiating evidence in that district.
While the curtailment of eapital exports probably had some bearing, the most
important factors in the situation, in the opinion of the Federal Reserve Bank
of Boston, were the lower rates of interest in the American money market and the
more adequate facilities. The Federal Reserve Bank of New York concluded
that the curtailment of capital exports was not a particularly important factor.

QuestioNn No. 5. Relative to the desirability of the Federal reserve banks
establishing foreign branches or agencies as a means of facilitating the growth of
acceptance markets.

The Federal Reserve Bank of Boston was the only one which appeared favor-
ably disposed toward this suggestion. Even it replied, however, that there are
s0 many other contingent elements affecting the desirability of estzblishing such
foreign agencics or branches that the whole question is ““open to serious debate.”

QuzstioN No. 6. (g) Relative to the extent to which the increase in acceptance
totals has represented a growth in self-liquidating paper.

The Federal reserve banks reported that acceptance totals had increased
tremendously the total volume of self-liquidating paper.

The Federal Reserve Bank of Dallas coneluded that there probably had been
no increase in the volume of self-liquidating paper, since the volume of self-
liquidating paper could only be measured by the character of the originating
transactions.
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(b) Relative to the extent to which the bankers acceptance has been sub-
stituted for other forms of credit instruments.

The eonsensus of opinion seemed to be that some substitution of the acceptance
for other types of credit instruments had taken place. This had been in the case
of domestic shipment and storage transactions and to an extent in the case of
export trade, a part of which had been financed formerly on the bhasis of counter
credits. The greater part of the inercase in acceptance totals, however, had
occurred in the export and import trade and in foreign storage and shipment
transactions which had not been financed previously on the basis of other types
of domestic credit instruments.

(¢) Relative to the eventual funding of any portion of acceptance totals into
longer term obligations.

The Federal reserve banks foresaw no need to fund outstanding acceptances
into long-term obligations excepting in the case of a portion of those acceptances
drawn for the purpose of financing foreign storage and sliipment transactions.

QuesticN No. 7. Relative to various abuses which have developed in the use of
the acceptance.

The Fedcral reserve banks reported that the previous abuses in the use of the
acceptances were disappearing. The acceptance had definitely been placed on a
higher plane. The misuse of the acceptance in the past had arisen largely
from a misinterpretation of the provisions of the Federal reserve act or from a
lack of familiarity with the rulings and regulations of the Federal Reserve Board.

The Kansas City Federal Reserve Bank reported that therc had been a few
instances of banks swapping acceptances, with the ohject of selling these to the
Federal rescrve bank at preferential rates.

The Federal Reserve Benk ¢f Richmond pointed out that subsequent to the
liberalization of section 5200 of the Revised Statutes, in February, 1927, the use
of the aceeptance as a means of granting a larger volume of credit to individual
borrowers than could be granted by direct loans had disappeared.

The Federal Reserve Bank of San Francisco recommended that the use of the
domestic storage aceeptance be confined to the financing of the major staple
crops stored in the United States (cotton, grain, ete.) which are in such volume
as to make financing through the open investment market desirable in order to
lift the burden from the comparatively smaller finanecial institutions situated in
the sections wherein the crops are produced. This would eliminate such abuses
as have arisen in connection with the use of the domestic storage aceceptance.

QuestioN No. 8. Relative to evidence of a number of acceptances arising from
successive transfers of ownership of the same goods held in warehouse or in the
course of shipment.

All the Federal reserve banks replied that no such cases had come to their
attention.

QuustioN No. 9. Relative to the extent to which an investment demand for
acceptances exists in the several Federal reserve districts.

The Federal Reserve Banks of Atlanta, Cleveland, Kansas City, Philadelphia,
Richmond, 8t. Louis, and San Francisco reported that only a light investment
demand for acceptances existed in those districts.

The Federal Reserve Bank of Dallas replied that there had been a gradual but
steady growth in the demand for acceptances in that district.

The Federal Reserve Bank of Boston indicated that a real investment demand
for acceptances oceurred only when the open-market rates were sufficiently high
to attract banks and other investors from a standpoint of yield, or when money
is in abundance and yields low enough to make the acceptance attractive from the
standpoint of safety and liquidity.

When rates of interest are high, according to the Federal Reserve Bank of New
York, considerable amounts of bills are sold to individuals, corporations, and small
interior banks. When market rates are on a low level demand from those sources
decreases and the purchases of larger banking institutions, which have increased
amounts of cash not otherwise employed, become more important.

QuEsTION No. 10. Relative to permitting member banks to carry a part of their
required reserves in the form of bankers’ acceptances in order to stimulate an in-
vestment demand.

The Federal reserve banks were generally opposed to this suggestion. The
reasons given were that the acceptance does not in itself constitute a genuine
reserve; that the stimulation of an investment demand for acceptances is not
sufficient justification for lowering reserve requirements; that reserve requirements
are too low now; that this change would open the door for further demands for use
of member bank reserves; that the provisions of the banking statutes should not
be complicated further.
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The Federal Reserve Bank of San Francisco pointed out that the development
of a better investment demand would take place if the Federal reserve banks sup-
ported the acceptance market to a lesser degree.

QuestioN No. 11. Relative to a suggested plan that the Federal reserve banks
should refuse to purchase acceptances, unless the accepting institutions held bills,
accepted by other institutions, to a substantial percentage of their own acceptance
liabilities. The purpose of this change would be that of stimulating an investment
demand for acceptances.

All Federal reserve banks opposed this proposed change. The reasons cited
were that the strength and breadth of the discount market would be impaired;
that a further artificial situation would be created in the bill market; that the
object to be attained could be defeated by subterfuge; that it would immobilize
bank assets; that the total volume of bankers’ acceptances outstanding would be
reduced; that it would interfere with the mobility of short-term capital; that
during the season of the year when the acceptance liabilities of banks are heaviest,
their funds available for investment are at a low point.

The Federal Reserve Bank of San Francisco indicated that a more constructive
proposal would consist in the Federal reserve banks educating all accepting banks
to the desirability of extending at all times (even when borrowing from the
Federal reserve bank) reasonable lines of credit to dealers in acceptances at a
cost not greater than that bid for 90-day bills.

QuesTioN No. 12, (a) Relative to whether the dependence of the acceptance
market on the Federal reserve banks would be lessened if their buying rates on
acceptances were held above the market rate on acceptances.

(b) Relative to the effect of this change in policy.

The Federal Reserve Banks of Atlanta, Chicago, Philadelphia, Richmond,
and San Francisco affirmed that the dependence of the acceptance market on
the Federal reserve banks would be lessened if the buying rates at the Federal
reserve banks were held consistently above the market rate on acceptances.

The Federal Reserve Bank of Philadelphia concluded, however, that this pro-
posal would probably not be practicable in the present artificial market.

The result of this change in policy, acecording to these Federal reserve banks,
would be to effect a broader distribution of bills, would result in an improved
discount market, would stimulate dealers in seeking a wider market, and would
give accepting banks an incentive to support those dealers who are active in
merchandising their aceceptances.

The Federal Rescrve Bank of Boston feared that the results of this policy would
be to divert a part of the acceptance business of this eountry to Europe.

The Federal Reserve Banks of Cleveland and New York declared that their
effeclive buying rates are generally and normally above market rates. The
Federal Reserve Banks of Dallas and Kansas City replied that it ie the present
policy to maintain buying rates on acceptances above market rates.

(¢) Relative to the artificiality of the market rate on acceptances.

The Federal Reserve Banks of Boston, Cleveland, Dallas, Kansas City, and
New York replied that the market rate on bankers’ bills was not as artificial
as generally believed.

The Federal Reserve Bank of Chicago declared that the time had passed for the
reserve banks to continue to give artificial support to the market.

The Federal Reserve Bank of Philadelphia stated that the buying rates at
the reserve banks had practically determined the market rate for bills and would
continue to do so until a broader discount market developed.

The Federal Reserve Bank of Richmond stated that the market rate had at
times been an artificial one, and the San Francisco reserve bank concluded that.
such had been the case more than necessary during recent years.

Of a legal nature

QuEsTION No. 13.. Relative to limiting the accepting of time bills of exchange
simply to those growing out of bona fide shipments in foreign trade and to those
drawn for the purpose of creating dollar exchange.

With the exception of the Federal Reserve Bank of San Francisco, all of the
Federal reserve banks were opposed to this proposed limitation.

The Federal Reserve Bank of San Francisco would favor the elimination of all
storage credits excepting those arising out of the storage, within the United
States, of important domestically raised staples, such as cotton, grain, wool,
tobacco, ete.

QuEsTION No. 14. Relative to the acceptance provisions of state banking
statutes. (See appendix.)
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Purchases for foreign account

QuEesTION No. 15. Relative to the data of the volume of bills purchased for
foreign account classified by countries.

The Federal Reserve Bank of New York refused to submit the data requested.

QuestioN No. 16. Relative to the buying rates on bills purchased for foreign
account.

The Federal Reserve Bank of New York indicated that the rate on bills
purchased for foreign account is ordinarily below the rates paid on bills of similar
maturities bought for own acecount.

The bills purchased for foreign account are acquired almost entirely from
dealers. The reasons are that the available supply is with dealers and that national
banks are precluded by law from incurring indorser’s liability on notes or bills
discounted to the extent that would be necessary if they sold bills to the Federal
reserve bank, in substantial amounts for the account of foreign banks.

A final reason is that the Federal Reserve Bank of New York, in this fashion,
desires to maintain a broad and stable discount market.

QuestioN No. 17. Relative to the rates of commission received by the Federal
reserve banks for indorsing bills purchased for foreign account.

The Federal reserve banks replied that the commission charged amounted to
one-eighth of 1 per cent per annum. The bills are not indorsed, but the Federal
reserve banks guarantee payment at maturity and agree to buy back the bills
at any time. For the purchase of bankers’ aceeptances without guarantee of
payment or agreement to buy back, the charge is one-sixteenth of 1 per cent of
the face amount.

Of a technical and statisiical nature

QuEsTION No. 18. Relative to statisties of sources of bills purchased for own
account.

Data may be found in the full replies of the Federal reserve banks.

QuestioN No. 19. Relative to the policy followed by the Federal reserve banks
in purchasing bills from, and in discounting bills for, accepting institutions.

None of the Federal reserve banks purchase bills directly from the accepting
bank. The Federal reserve banks of Atlanta, Chicago, and Kansas City are
willing, however, to rediscount such obligations at the rediscount rate.

The Federal reserve bank of San Francisco held that section 13 of the Federal
reserve act does not contemplate the rediscounting on the part of a Federal
reserve bank of a member bank’s own acceptaunce.

QuesTtioN No. 20. Relative to the volume of bills stated in foreign currency
held for own account.

Sterling bills were purchased in 1927, 1929, and 1930 to relieve the pressure on
the foreign exchanges and to check further imports of gold. These purchases
were undertaken during the autumn when the foreign exchanges are normally
under pressure and were liguidated when the seasonal strain had passed.

In 1929 pengos were purchased in cooperation with the central banks of Eng-
land, France, Belgium, and the Netherlands to strengthen the position of the
National Bank of Hungary in dealing with Hungary’s foreign exchanges.

Through 1929 and 1930 a volume of franc bills were held.

QuesTioON No. 21. Relative to whether the reserve banks ever purchase
acceptances from one another to serve as cover for Federal reserve notes.

The Federal reserve banks replied that this practice had not been found neces-
sary.

QuesTioN No. 22, Relative to buying rates on acceptances in force at each
Federal reserve bank.

Data may be found in the replies of the respective Federal reserve banks.

QuesTioN No. 23. Relative to whether the Federal reserve banks ever discrimi-
nate in the purchase of acceptances on the basis of the self-liquidating or nonself-
liquidating nature of the transaction involved.

The Federal reserve banks replied that suech had not been their practice, that
buying rates are fixed on the established credit standing of the acceptors
and indorsers of the bills provided that satisfactory evidence is presented that
the bills are eligible.

QuesrtioN No. 24. Relative to the effect of changes in the acceptance buying
rates of the Federal reserve banks on the total volume of bills outstanding.

The Federal reserve banks replied that their buying rates for acceptances
constitute but one factor in the determination of the total volume of bankers’
acceptances. Prohibitive rates would, of course, tend to destroy the desire to
create acceptances, while a constantly low range of rates would offer an induce-~
ment to use this form of credit.
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A low level of rates relative to other rates of interest in the market and relative
to rates of interest in foreign money markets would lead to a substitution of the
acceptance for other forms of credit instruments and would lead to a certain
shifting of acceptance credits between international monetary centers.

The Federal Reserve Banks of Boston and New York indicated that the ac-
ceptance buving rates of the Federal reserve banks were ordinarily only minor
factors and that the amount of acceptances outstanding was a function of the
volume of business and of market rates of interest on acceptances. In the
determination of market rates, the Federal ieserve banks are a passive rather
than an active factor.

QuesTtioN No. 25. Relative to the factors responsible for the decline in the
acceptance commissions eharged by American accepting institutions over the
past six years.

The rates of commission charged on domestic acceptance credits has shown
little change. The rates charged on foreign transactions have declined by
reason of competition among American banks and by reason of competition
between the New York and the London discount markets.

Concerning the relations with dealers

QuestioN No. 26. Relative to the names of dealers in acceptances whose
indorsements are recognized by the Federal reserve banks.

The Federal Reserve Ranks of Atlanta, Kansas City, Minneapolis, and St.
Louis replied that there were no recognized dealers In acceptances in those
reserve districts.

The recognized dealers doing business in the other reserve districts include:

The First-National Old-Colony Corporation.
Shawmut Corporation of Boston.

The National City Co. of Boston.

Salomon Bros. & Hutzler of New York.

The Discount Corporation of New York.

The National City Co. of New York.

The Fort Worth National Co. of Fort Worth, Tex.
The Union National Co., Houston, Tex.

The National City Co. of California.

The American Securities Co. of California.

Whether a dealer’s indorsement is recognized or not depends on the possession
of a substantial net worth in relation to the business transacted; the experience
and the ability of the management; his clientele; character of transactions;
rapidity of distribution; his willingness to bid for bills and to eirculate at fre-
quent intervals a list of offerings.

; 1QUESTION. No. 27. Relative to the volume of bills held in the dealers’ port-
olios.

See data presented in the replies of the various Federal reserve banks.

QuEsTION No. 28. Relative to the amount of aceeptances in dealers’ portfolios
acquired directly from accepting institutions, from drawers of bills, and from
other sources.

From the data submitted by the Federal Reserve Banks of Boston, Chicago,
New York, and San Francisco, it would appear that the bulk of the blll portfolios
of the dealers is acquired from the acceptors.

QuestioN No. 29. Relative to the amount of acceptances held under resale
agreement by the Federal reserve banks on the last reporting date in each month
since January, 1922,

Detailed data were supplied by the Federal Reserve Bank of Boston, Chicago,
Dallas, New York, and San Francisco, the only ones entering into such arrange-
ments at the present time. See replies of the individual Federal reserve banks
to this question.

QuesTioN No. 30. Relative to the rates prevailing at each Federal reserve
bank in respect to resale agreements.

Detailed data may be found in the replies of the various Federal reserve
banks to this question.

QuesTioN No. 31. Relative to the problem of preventing the seepage of Federal
reserve credit granted to dealers against resale agreements into the speculative
or investment market.

The Federal reserve banks did not regard this as a problem of importance.

The Federal Reserve Bank of New York pointed out that the dealers seek
accommodation simply for the purpose of carrying their portfolios of bills, when
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outside funds are not available, either in sufficient amounts or at economically
possible rates. When the bills are sold or cutside money becomes available, the
resale agreements are repaid.

The Federal Reserve Bank of San Francisco replied that it is kept informed of
the size of the dealers’ portfolios and the amount of credit they require, so that
there is little opportunity to misuse Federal reserve credit. The resale agree-
ment rate is so fixed at the Federal Reserve Bank of San Francisco that an in-
centive is created to borrow elsewhere as soon as surplus funds appear on the
market. The attitude of the San Francisco reserve bank is that dealers’ port-
folios should have a direct relationship to dealers’ demands and that the Federal
reserve bank should not accommodate dealers carrying bills with any other object
in mind.

QuesTtioN No. 32. Relative to the average life of resale agreements.

At the Federal Reserve Bank of Boston, on a yearly average basis, resale
agreements have varied from 7.1 days in 1924 to 11.2 days in 1923.

'lc‘lhe Federal Reserve Bank of Chicago estimated the average life at about
10 days.

The Federal Reserve Bank of New York pointed out that a more accurate
picture of the extent of the accommodation to the market under resale agree-
ments is the average amount of holdings of bills under resale agreements and
the number of days in each month during which there are no resale agreements.
These data are incorporated in its reply.

The Federal Reserve Bank of San Francisco stated that in an active invest-
ment market bills were withdrawn very rapidly. The life of the agreements
averages 4 or 5 days at times and at other times 10 to 12 days.

QuEestiox No. 33. Relative to the relationship between changes in the amount
of acceptances held under resale agreement on the one hand and the size of the
dealers’ portfolios and market rates of interest on the other.

The Federal Reserve Bank of Boston replied to the effect that the relation-
ship between the volume of resale agreements and the size of dealers’ portfolios.
was rather close. High portfolios were an indication of a slackening investment
demand for bills. Resale agreements relieved the dealer of the necessity of
dumping his bills on the open market, often at a loss.

The Federal Reserve Bank of Chicago stated that the size of resale agree-
ments is more a function of money-market tightness than of the size of the
dealers’ portfolios. Inasmuch as the dealer derives no profit through carrying
his portfolio with the Federal Reserve Bank of Chicago, it is to his advantage
to sell them as quickly as possible in the open market or to borrow against them
from commercial banks when the interest rates relax.

The Federal Reserve Bank of New York supplied a chart, which showed a
fairly close relationship between the volume of resale agreements and dealers’
portfolios. Deviations would be attributed to changes in the relationship of
open-market rates and the rates prevailing at the Federal reserve bank.

The Federal Reserve Bank of San Francisco concluded that there is little
relationship between the size of dealers’ portfolios and the amount carried with
the Federal reserve bank under resale agreement. The carrying charge imposed
by the Federal Reserve Bank of San Francisco is designed to induce the dealers.
to borrow elsewhere if funds are available.

Replies Received from the Different Federal Reserve Banks, Tabulated
by Questions

1. What are the factors that in your opinion have made for the increasing
concentration of the acceptance market of the country in the hands of a few
institutions located in New York, Boston, Chicago, and San Francisco, and
that have militated against the establishment of discount markets in other centers?

Atlanta.—The concentration of banking resources in the cities named, the
importance of foreign trade to the acceptance business, the mature commercial
development of the cities and the territory surrounding them, their natural
advantages of location, and their importance as financial and trading centers
have been factors of importance in the increasing concentration of the acceptance
business of the country in the hands of a few institutions located in New York,
Boston, Chicago, and San Francisco. The establishment of discount markets
in the centers of the Sixth Federal Reserve District has been militated against
largely by the fact that the section is comparatively new and undeveloped com-
mercially and industrially, and the development of its natural resources results
in such a demand for funds for carrying on the growing business of the distriet
at high rates of interest that there is little money to be attracted by the much
lower rate to be had in acceptances.
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Boston.—These cities are the centers wherein are located the larger commereial
banks. Those located on the seacoast naturally attract more export and im-
port business than the small inland cities. Chicago is a concentration point for
acceptance credits, for the reason that it is one of the greatest industrial inland
cities and the center of a great agricultural and livestock district. Acceptances
of these larger and nationally known banks are readily sold to investors through-
out the country, while the smaller and less known banks are not as well known to
prospective investors. For this reason discount markets arise in the larger centers
because the bills originate there and funds for temporary investments tend to
concentrate there., Before the establishment of the Federal reserve act, accept-
ances were executed in sterling form by several private banking houses.

Chicago—Out of $1,571,000,000 of hankers’ acceptances outstanding on
December 1, 1930, $1,352,000,000, or about 86 per cent of the acceptances of the
first 40 accepting banks were of banks located in New York, Boston, Chicago,
and San Francisco, with the exeeption of 1 bank at Buffalo, 1 at Cleveland, and
1 at Philadelphia. These four cities are the principal financial centers of the
country, Boston, Chicago, and San Franecisco being subsidiary to New York and
each of the three serving its own particular territory; Boston, the New England
States; Chicago, the Central and Western States; and San Francisco, the Pacifie
coast territory.

With regard to Chicago, aceeptance dealers serve a wide territory in the sale
of bills, reaching from Cleveland to the Rocky Mountains and from the northern
border to the southernmost part of the country, Chicago acceptance dealers filling
orders for bills from thz2 principal eities in the territory outlined, the volume of
acceptance business not being large enough to justify the establishment of
branches in the other important cities in this territory. Furthermore, inasmuch
as over 85 per cent of the acceptances originates in the four cities mentioned, it is
more necessary for the dealers to be located at the sources of supply of bills, which
are also the best markets for the bills, rather than to have offices mostly for the
sale of bills only, in the other important cities of the country.

Cleveland.—(a) In this district there appears to be a lack of interest in the
acceptance privilege granted under section 13 of the Federal reserve act except on
the part of a few of our larger member banks.

(b) A preference on the part of many banks to loan their funds rather than
their credit, even on transactions adaptable to acceptance financing, because of
the better rate usually obtainable in loans.

(¢) With only a few banks in this district availing themselves of the acceptance
privilege and little interest on the part of our banks (with few exceptions) in pur-
chasing bills, the volume created as well as the demand for purchases is not suffi-
cient to warrant dealers in maintaining offices or earrying portfolios in this
district.

Dallas.—The large capital structures of the banks in the cities mentioned
provide for a sufficient volume of outstanding aceeptances to make the com-
mission revenue worth while. Moreover, the institutions in those cities are
better known and therefore acceptance credits are sought from them, particularly
where credits are desired by foreign banks on behalf of their customers, or
directly by exporters or importers in foreign countries. Due to the fact that New
York has been a settlement point for the country for so long, unemployment
funds naturally flow to or accumulate in that center, and surplus funds of New
York banks may, therefore, be invested in bankers bills to the extent that they
are not invested in stock exchange call loans. The theory of acceptance credit is
that it is granted in preference to direct loans, in view of the fact that it absorbs
no loanable funds of the grantor of the acceptance credit, but is only a permission
to use the accepting bank’s credit. This theory holds true whether the accepting
bank is short of loanable funds or whether it is “‘long”’ of loanable funds. By reason
of the acceptance privilege a bank that is well loaned up can grant acceptance
credits and in this case the accepting bank is necessarily not a purchaser of
acceptances in the market. If it has surplus funds to loan it ean still grant
acceptance credit and either carry its own acceptances in its portfolio until such
time as it desires to sell them, or it may continue to retain the surplus funds to
loan whenever the opportunity presents.

This brings us to the thought, therefore, that banks whose capital structure is
small, or which for other reasons do not grant acceptance credit, must be largely
depended upon to purchase the acceptances of other banks. Therefore, we may
say that, ordinarily, accepting banks are not large purchasers of acceptances,
and, from the foregoing analysis, we are left to the conclusion that they do not
regard it to their own interest to be large buyers of bills in the open market, unless
there is no opportunity to invest their funds more profitably. While the distri-
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bution of acceptances has grown, and continues to grow, it is a fact that the
number of banks which have become familiar and conversant with acceptance
practices has not yet reached sufficient proportions to create any large demand
for purchasers outside of the centers mentioned. This results in a greater de-
pendence, for the present at least, and probably for some time to come, upon the
Federal reserve banks to absorb acceptances that are put out to the extent that
they are not absorbed by the purchases made by foreign banks. This is why
Federal reserve banks have adopted the policy of buying only indorsed bills, so
as to necessitate the negotiation of a bill at least once in the market before it is
purchased by a Federal reserve bank. The bill dealers equipped with distribution
opportunity, capital strueture, and talented management are largely limited to
the cities named, and though they are constantly adding to the names which
they are buying, it is difficult for them to take on aceeptances of banks located in
other points than those mentioned, until such names become established and their
acceptances will be generally bought.

Kansas City—So far as this district is concerned, commercial banks have not
been interested in the creation of an acceptance market and the amount of
acceptances originating in the district is very small, for the reason that our com-
mereial banks have preferred to make direct loans at current rates rather than
create acceptances on which they would profit only to the extent of the acceptance
commission.

Minncapolis.—The following factors were important in concentrating the
aceeptance business of the country in New York, Boston, Chicago, and San
Francisco:

{a) The low rates which bankers’ acceptances have yielded, and which make
them undesirable as investments for banks in the interior where lending rates
are higher and where it is possible to secure almost as large an income from
interest on a correspondent bank balance as from investment in the bankers’
acceptance.

(b) The prevailing use of other types of finance for domestic business, such as
open credit, commercial paper, and direct bank loans.

(¢} The concentration of import and export business in the cities named above.

(d) The lack of sufficient volume of open market types of loans in interior cities
to warrant the growth of discount markets.

New York.—Important eredit business naturally flows to the more important
financial centers where are located the largest, strongest, and best known financial
institutions. Most of the import and export trade of the country naturally flows
through its prinecipal ports and its financing is logically undertaken by the large
institutions located in those cities. Discount markets can exist only when asso-
ciated with and having access to money markets. Local money markets where
funds would be available to discount houses and dealers on eall and short notice
in substantial and fairly constant amounts do not exist outside of the more
important financial centers and, in fact, only New York provides credit and money
facilitics for a considerable discount market.

Philadelphia.—The value of an acceptance depends upon its salability, hence
it must be accepted by an institution of the highest standing. Such institutions
are Jocated in the large cities, the majority, of course, being in New York. Trans-
actions out of which acceptances originate, generally, are undertaken or finally
completed by parties in the larger eities, or by those having financial connections
in the large ecities. The making of acceptances apparently has not proved
attractive to many of the large banks, hence the comparatively few banks that
make bills. Some of the smaller and less well-known banks have at times ap-
peared as acceptors, but such bills do not rank as “‘prime”’ bills and therefore
do not sell at as attractive rates as the better known ones, which leads the drawers
of such bills to make -acceptance arrangements with banks whose acceptances
are made in sufficient volume to support trading in them. Up to this time, New
York, Boston, Chicago, and San Franecisco are the only cities where they are made
in such volume. Further, Federal reserve banks very largely are the buyers,
the rates of interest the bills return being so low as to be unattractive to the
banks generally. As long as bills arc largely sold to the Federal reserve banks
there is little likelihood of there being a broad discount market.

Richmond.—In our opinion, the chief factors are: (1) That the dealers, or at
least the large dealers, in acceptances are located in the money centers; (2) the
aceumulation of funds and the eonsequent slightly lower money rates prevailing
in such eenters have further tended to coneentrate the acceptance business there;
(3) the fact that in the interior (in this district, for example) the yield of accept-
ances is too low to attract banking institutions; (4) the tendency among dealers:
to encourage making acceptances payable in their centers; (5) a greater diversity
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in the;l character of acceptiances available in money centers, which naturally
prevails.

St. Louis.—In the early days we encouraged several dealers who tried to build
up an acceptance business, but they soon gave it up as the banks in the eighth
-district displayed very little interest in the acceptance business. In the infre-
quent instances where banks or others were inquiring about the market they seemed
to prefer to go to New York.

San Francisco.—First. San Francisco being so far removed from a primary
market (New York), by distance as well as by time, makes the creation of a loeal
arket possible and to the direct advantage of aceeptors and investors.

Second. There is within the San Francisco district an important investment
-demand for acceptances and an original source of bills accepted by banks having
their names well known in the bill markets.

Third. Faeilities given bill dealers by the Federal reserve bank to carry bills
when accommodation for that purpose is not available at the local banks.

The absence of these features makes it unprofitable for local dealers to operate
in those Federal reserve districts which can be adequately served from central
peoints near at hand.

2. In the very rapid increase in acceptance totals from the beginning of 1926
to the present time, what factors were responsible for the increase in acceptances
drawn for foreign storage and shipment; for the marked increase in acceptances
arising against goods stored in domestic warehouses in 1927 and 1929; for the
increase in export bills in 1927 and 1928; for the increase in dollar exchange bills
in 1929; for the failure of bills arising from import trade to increase excepting in
1929; for the failure of acceptances arising from domestic shipments to increase
materially through the period under review?

Atlanta—Do not know.

Boston.—I1t should not be difficult to determine the factors responsible for the
increase in acceptances drawn for foreign storage and shipment since 1926.
There is no previous precedent against which to measure this type of credit, and
therefore the importanee of this marked increase may be overemphasized. There
has been a steady increase in the volume of bills of this class of ecredit, rising
steadily from $17,000,000 at the end of 1925 to $561,000,000 at the end of 1930.
This steady increase has been maintained during periods of both advancing and
falling rates, so it must be concluded that rates influenced the volume but little,
if any. Federal Reserve Board regulations dated from February, 1927, liber-
alized the drawing of foreign credits, and while this liberalization undoubtedly
stimulated the making of these bilis, the advance in volume had begun early in
1926. From the above facts it would therefore appear that the very rapid in-
crease in acceptances drawn for foreign storage and shipment was due primarily
to two factors—first, the inability of foreign shippers to obtain funds easily and
on a favorable basis in European centers, and to some extent even to nervous-
‘ness regarding the stability of some of the European eurrencies. Second, and
probably the most logical cause for this increase, was due to the ever-increasing
volume of our commerce, which was financed by the use of the acceptance credit
more than ever before, shippers finding this means of financing more satisfactory
and cheaper. As our foreign trade expands, so will this class of foreign credit
expand, and to-day’s volume may look small when compared to the volume a
few years hence.

Domestic warehouse bills gained from $115,000,000 in 1926 to $196,000,000 at
the end of 1927. Statistics indicate a large part of this gain was due to American
cotton awaifing shipment owing to heavy stocks and lower prices prevailing in
England. Heavy and early erops, combined with falling eommodity prices was
indoubtedly the principal factor responsible for the increase in warehouse credits
during 1929.

There was little difference in the average monthly amount of goods exported
from the United States during 1926 and 1927, but statistics show that the exports
for these two years were even lower than 1925, 1t, therefore, ean not be said
‘that the increase in the amount of export bills was due to any inerease of our goods
exported. It would appear, therefore, that the growth in 1927 was undoubtedly
-stimulated by the easy-money policy of the Federal reserve banks, which policy
was embarked upon for the avowed purpose of facilitating the marketing of
American crops at a time when they could not be financed in Europe. The
growth of the export bills in 1927 was to quite an extent a matter of policy, while
the growth in 1928 appears to be a seasonal movement similar to that which
oceurred in 1929, and to a somewhat less extent in 1925 and 1926, when the use
-of American acceptances was less familiar,
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The increase in dollar exchange bills during 1929 was probably a reflection of
the exceedingly tight credit conditions abroad.

The 12 months ending June, 1929, was the only year since 1925 when the volume
of imports of merchandise into the United States had shown a substantial in-
crease, therefore, there is no speecial reason for expecting the volume of import
bills to increase materially in other years. The failure of acceptances arising
from domestic shipments to increase materially during the period under review
is probably due to the fact that commercial borrowing of all descriptions during
this period was at a low ebb, borrowers having obtained funds through security
issues which to a considerable extent supplanted previous channels, such as
acce]?tances, brokers’ commercial paper, and customers’ comimercial loans from
banks.

Chicago.— With regard to the large increase in the volume of acceptances drawn
for foreign storage and shipment between foreign countries, it appears that a
substantial amount of this business originates in Germany and other central
European countries and that it results at least to some extent from a continued
shortage of eapital and ic not likety to be reduced until long-term loans can be
floated in this country or in London or Paris. If long-term capital were readily
available, it is the belief that the amount of this elass of bills would be reduced to
a considerable extent. We are unable to determine the cause of the increased
volume of domestic storage bills in 1927 but are of the opinion that the still
greater increased volume in 1929 was caused primarily by the surplus supply of
commodities which was much greater than the demand. We are unable to
determine the cause of the increase in the volume of export bills in 1927 and 1928.
The inerease in dollar exchange bids in 1929 was principally in bills executed
for South American countries, caused by a surplus of commodities in those
countries which they were unable to market readily and also due to the unfavor-
able exchange situation which created a demand for New York funds. With
regard to the volume of import bills which has failed to increase as rapidly as
the export bills, we are unable to determine the reason. With regard to failure
of acceptances arising from domestic shipments to increase materially, this class
of business is done largely through counter credits and is less suitable for accept-
ance credits. There does not seem to be much need for the development of the
acceptance business along this line, as there is always plenty of counter credit
available for this purpose.

Cleveland.—(a) More favorable rates, increased prestige of dollar credits
abroad, and a lack of capital and sufficient banking facilities in Central Europe
to carry on imports of raw materials and exports of finished goods without aid.

(b) The increase in domestic storage bills in 1927 over 1926 was approximately
$81,000,000, and a large part of this was reported as being drawn against cotton
awaiting export.

The increase in 1929 over 1928 was approximately $181,500,000, largely
accounted for by agricultural produects, grain, cotton, etc., awaiting export or
other market. The increase reflected a desire to help the process of orderly
marketing generally advocated.

(c) The increase in the volume of bills eovering goods exported from this
country in the years mentioned appears to follow the increase in value and volume
of goods exported, which in those years were considerably augmented by the
inereased exportation of automobiles,

(d) The reason for the increase in dollar exchange bills in 1929 over 1928
appears to be increased merchandise exports. Coupled with this was the need of
South American countries to provide dollar exchange to cover their imports, since
their exports did not suffice. Curtailment of South American borrowings in this
country during that period also affected the position of their exchanges.

(e) Import financing is, of course, subject to changes in the volume and value
of our imports, and our import bills did increase every year since 1926. The
increases between 1926 and 1928 were not great, but a considerable increase in
this class of bills was shown in 1929, reflecting the heavy sugar importations which
took place in the fore part of that year and the large imports of silk at fairly high
prices which occurred in the latter part of the year.

(f) Domestic shipment bills have never been a large factor in total acceptances
created, as will be noted from the following schedule of the amounts of such bills
created from 1925 to 1929, inclusive: 1925, $25,600,000; 1926, $28,686,000;
1927, $20,959,000; 1928, $16,197,000; 1929, $22,830,000.

This indicates that other practices prevail, such as shipment against open
account with a cash discount for payment of the accouht before maturity, ship-
ment against sight draft with bill of lading attached, or shipment against time
draft with bill of lading attached. Both sight drafts and time drafts against bill
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of lading shipments covering commodities are readily discounted by banks for
their customers.

Dallas.—During the period mentioned the margin of aceeptance ability which
the American banks desired to use was large and, due fo a shortage of capital
or loanable funds in foreign countries, it was probably easier to arrange commer-
cial credits with New York banks than with banks in the countries from which
the business came. The use of acceptances for carrying goods stored in domestic
warehouses in 1927 was a convenient method of financing the carrying of com-
modities. During that vear many European countries were stabilizing their
currencies and it was not until later in that year that gold exports from the
United States were sufficient to increase the purchasing power of foreign coun-
tries, which made it easier for the commodities stored in this country to be sold
and moved out. After the foreign exchanges were stabilized and became stronger,
the purchase price of commodities in this eountry, in terms of conversion to foreign
exchange, became more favorable for export transactions as a result of Federal
reserve policies inaugurated in the latter part of 1927. The situation in 1929
was reversed, in view of the large gold imports in that year which decreased the
purchasing power of foreign countries, and in addition to that the tremendous
amount of credit absorbed in speculation required acceptance credit in order to
provide for stored commodities. We think the answer to the third secton of this
inquiry may be elucidated from the answer to the first question, as relating to
1927 and 1929. The increase in dollar exchange bills in 1929 was due to gold
imports into this country and the necessity for creating dollar exchange to cover
the tremendous amount of funds flowing into the New York call market. We
have not checked the comparison of acceptance rates in years other than 1929,
but we have already said that the drawing of foreign bills in reimbursement of
export shipments was facilitated in other years than 1929 and by the same reason-
ing it was not necessary to resort to increasing the acceptance account in export
transactions as it was in 1929. Aceeptances to finance domestic shipments have
never been in important volume, due to the short time that the financing of such
shipments ordinarily runs. Reference to the regulations of the Federal Reserve
Board will indicate that such acceptances were heretofore limited to the esti-
mated time for shipment to be completed in domestic transactions. Most of the
domestic shipments are moved either by short-time credit or sight draft with
bill of lading attached. In view of the fact that sight and demand drafts w.th
bills of lading covering shipments are eligible for rediscount at Federal reserve
banks, there is no great advatnage in or necessity for undertaking to provide for
such shipments by acceptance credits.

Kansas City—This question can best be answered by the American Accept-
ance Council, the Federal Reserve Board, or the Federal Reserve Bank of New
York, which acts as buying agent for the open-market committee and keeps in
close touch with matters affecting the aceceptance market.

Minneapolis.—Detailed reasons for these changes in acceptance totals can best
be given by bankers in the centers where the acceptance business originates.

New York.—Dollar acceptance credit for foreign trade which does not touch
our shores and for the storage of staple goods in foreign countries has increased
importantly since 1926. The greatest demand for it has come from Central
Europe, which since the war has lacked capital and sufficient banking facilities
in Europe to carry on their imports of raw materials and exports of finished
goods without aid from America. Also, much business of this sort that was
formerly financed in London has come to America as the cost of American
financing decreased in comparison with the cost in London. While American
commissions are somewhat higher, the relative open-market discount rates have,
during the greater part of the time, been working in favor of America.

The increase in the volume of acceptance credits against staples stored in
domestic warehouses in 1927 and 1929 occurred most importantly during the
autumn months of those years and doubtless reflected substantial agricultural
production during those seasons, for which there was no immediate market
demand. Commodity prices also are reflected in the dollar volume of credit.
In 1927 the principal occasion for increased drawings was cotton, with a some-
what unusual amount for sugar at that season; in 1929, the storage of cotton and
grain was the occasion for substantial increases in drawings, as shown in the
following diagram.

After each autumn increase, shipments within the next ensuing six months
substantially redueed the volume of goods in warehouse and the outstanding
credit in respect thereof; from a high point of $196,000,000 in December, 1927,
the volume reduced by June, 1928, to $117,000,000, and by August, 1928, to
$92,000,000. The low point for the year 1929 was in June, $87,000,000, the high
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point in December, $284,000,000, which was reduced gradually to $137,000,000
in July, 1930, from which point it began to ascend again during the autum and
was $271,000,000 at the end of December, 1930. It is a seasonal movement, with
fluctuations in volume determined by the size and value of agricultural produc-
tion and the rapidify of its distribution in channels of consumption.

The inercases in volume of export bills, that is, exports from this country, in
1927 and 1928 were: In 1927 from $272,000,000 in January to $390,000,000 in
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December, and in 1928 from $385,000,000 in January to $496,000,000 in Decem-
ber. These trends and the seasonal fluctuations in them correspond fairly closely
to the changes and fluctuations in the value and volume of our exports, which
during those years began to be importantly increased by the export of automo-
biles, that financing supplementing the longer established export trades.

The accompanying diagram indicates the relation of the volume of financing
to the volume of exports. From it it will be noticed that during recent years the
volume of export bills outstanding has at times exceeded the current volume of
exports. This results from the fact that there is a lag between the time of the
reduction of the current volume of exports and the maturity of bills outstanding
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which were created in previous months, also the fact that within the classifica-
tion of export bills are included bills which arise out of the sale in foreign coun-
tries of American products, prineipally eotton, sold to foreign spinners from stocks
of goods held by American shippers in foreign countries, the export statisties on
which would have appeared some time before the credit granted in respect of the
sale of the commodity. The increase in dollar exchange bills in 1929 occurred
principally in the last four or five months of the year, say, from about $49,000,000
in July to $76,000,000 in December, and reflected the increasing difficulties,
principally of South American countries, in providing exchange from their own
exports with which to pay for their imports from this eountry. Some curtailment
in South American borrowings through bond or note issues in this country dur-
ing that period also militated against the position of their exchanges and made
remittances for imports more difficult. The factors applying to the import trade
are similar but the reverse of the export trade. Changes in the volume or value
of our imports affect importantly the volume of import financing. The volume
of import bills in October, 1927, was $308,000,000, which did not increase im-
portantly until March, 1929, when it reached $360,000,000. That was a period
of very heavy imports of raw sugar from Cuba, probably stimulated as to volume
through apprehension of increased American tariff against Cuban sugars. From
that it declined to $316,000,000 in July, 1929, and from then on to the end of the
year increased to $383,000,000. The fluctuations throughout the year 1929
were not unusual and the volume did not greatly exceed 1928 excepting for the
months of February and March, and the jast three months of the year when silk
prices were fairly high and large amount s were being imported. The following
diagrams show monthly imports of raw sugar and raw silk into the United States,
1927-1929.

The volume of domestic shipment bills has always been low compared to the
volume of bills in other authorized transactions. The relatively slight use of
acceptance credit in domestic shipments, we believe, depends principally on the
fact that in America goods are so largely sold on open account with cash dis-
count for prepayment of the account before maturity. A further reason until
recently has been the ruling of the board that bills drawn in domestic shipment
transactions by the buyer of goods should not be drawn for periods longer than
the actual transit time of the goods. Since the rescinding of that ruling in its
application under certain circumstances, there has been a moderate increase in
the use of domestic shipment acceptance ecredit and it will probably econtinue to
grow moderately as merchants and others become more acquainted with the
facility afforded them.

Philadelphia.—The increase in acceptances drawn for foreign storage and
shipment, from 1928 to the present time has been due in part to a liberalization
by the Federal Reserve Board of its ruling in regard to aceeptances of this char-
acter. An increasing demand throughout the world for international short-time
finaneing in the form of acceptances; the spread of interest rates between New
York and London; a better understanding of bankers’ acceptances; the serviee
offered by our accepting banks, plus the stability of the dollar as a medium of
exchange, were some of the prinecipal factors responsible for the increase in the
acceptances drawn for foreign storage and shipment. A large portion of the gain
in 1927 in acceptances arising against goods in domestic warehouses was repre-
sented by American cotton awaiting shipment, the sale of whieh was temporarily
checked owing to heavy stocks on hand in England. Goods in domestic ware-
houses were fairly well liquidated in 1928, but the bills showed an increase in 1929,
due to the surplus of wheat and cotton which went into storage, the shifting of
domestically commodity loans against grain and cotton in warehouse into
acceptances. The increase in export bills in 1927 and 1928 was due to the heavy
volume of commerece during these vears, a considerable portion of which was
financed by means of aceeptances. The rates were generally a little more ravor-
able in this country than abroad, so it was only logical that the most economical
method ot financing foreign trade should be used. The exporter was finding
acceptances more convenient and cheaper than other forms of credit. During the
latter part of 1928 and 1929, the tightening in credit and high rates for money

oth here and abroad had its effect upon the increased use of this facility. For
example, grain which is usually handled on a cash, sight bill, and 7-day bill was
exported under 30, 60, and 90 days. The increase in this type of aceeptance was
due to a growing demand for dollar exchange by such countries, mostly South
America, as are permitted, under the provision of the Federal reserve act, and the
ruling of the Federal Reserve Board, to draw acceptances on American banks for
the purpose of obtaining exchange, which under other circumstances, might have
been provided by bond issues in New York or London. The failure of bills aris-
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ing from import trade to increase, excepting in 1929, was due to the recession in
imports during 1927 and 1928. The failure of acceptances arising from domestic
shipments to increase during this period was due to delay in liberalizing the
regulations in this connection (wnich were subsequently modified).

Richmond.—The limited aceeptance practice prevailing in this distriet does not
qualify us to answer these questions.
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St. Louis. Volume of aceceptances of banks in the eighth district too small to
sned any light on the subject.

San Francisco—(a) Reason for rapid increase of foreign storage and shipment
credits since 1926: (1) Renewed industrial activities in foreign countries, accom-
panied by increase of their external trade; (2) lack of working capital abroad
induced purchases of American raw material which could be financed by Amer-
ican credits; (3) long-term forward sales made European manufacturers call for
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well-advanced purchases of raw materials so that sale price can be matched
against purchase price as a means of hedging.

(b) Reasons for increase of domestic storage credits, 1927 and 1929: (1) Slug-
gishness in movement of staples; (2) banks generally create bills more freely
when they are indebted to Federal reserve bank, to keep down borrowings; (3)
bank borrowers are more inclined to submit to secured (aceeptance) credits when
loan rates are above normal range and business is in a recession.

(¢) Reason for increase of export bills during 1927 and 1928: (1) Owing to
bill rates in United States being more favorable than in London, exporters used
their foreign documentary drafts as a basis of acceptance credits instead of dis-
posing of their bills to banks as foreign-exchange transactions; (2) for the benefit
of the lower financing cost obtainable by the shipper in the United States, foreign
buyers were willing fo assume the risk of fluctuations in exchange.

(d) Reason for increase in dollar exchange bills during 1929: Use of this form
of credit not sufficiently general on the Pacific Coast to warrant an expression
of opinion.

(e) Reason for failure of import credits to increase except in 1929: (1) Volume
of import bills relates closely to volume of trade with the United States. The
inerease shown in 1929 is primarily due to pending tariff legislation which pre-
cipitated rush of shipments to escape higher duties; (2) decline in 1930 is due
both to pushing forward in 1929 of shipment dates and to increase of duties.
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(f) Reason for failure of domestic shipment acceptances to increase: Docu-
mentary bills offer a desirable form of self-liquidating loan. Banks, therefore,
are reluctant to convert these documentary drafts into acceptance credits except
during severe credit strains.

3. What effect will the board’s liberalizing ruling of 1929 have on the volume of
acceptances arising from domestic shipments?

Atlanta.—~The liberalizing ruling of 1929 should have the effect of increasing
the volume of acceptances arising from domestic shipments. The cost of bor-
rowed money to the purchaser of goods for working capital purposes will be less
through the use of acceptances than the rate obtainable on his line of credit at
the bank, and some substitution of acceptance obligations for discounted notes
should follow. These factors should accrue to the benefit of the seller of goods in
the form of a freer flow of goods in a better market with higher prices.

Boston.—The Federal Reserve Board’s liberalizing ruling of 1929 probably will,
and undoubtedly has, stimulated the making of acceptances arising from domestic
shipments. It has made domestic acceptance financing much easier to handle,
eliminates many of the technical discrepancies which have previously arisen and
will probably result in continued growth of this classification, so long as acceptance
discount rates are materially lower than the rates for cash advances.

Chicago.—In our opinion the Federal Reserve Board’s ruling of November §,
1929, liberalizing the use of acceptances arising from domestic shipments has had
very little effect on the volume of domestic acceptances. For instance, out of a
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total of $1,657,000,000 bankers’ acceptances outstanding as of November 30,
1929, only $33,000,000 were for domestic shipments of goods.

Cleveland.—It may eventually have the effect of somewhat increasing the vol-
ume, but as yet we have seen no appreciable increage. The statistics for the year
1930 are not yet available.

Dallas.—In our opinion, the board’s liberalizing ruling of 1929 will undoubtedly
increase the volume of acceptances arising from domestic shipments in that it will
enable banks to accept for a longer period of time than under the former rulings.

Kansas City—Very little effect in this district, but should create greater total
volume of such bills.

Minneapolis—There is no great volume of commodities moving domestically
which is affected by the board’s ruling of 1929.

New York.—The last sentence of the answer to question 2 also answers question 3.

Philadelphia.—It should result eventually in a substantial increase in the vol-
ume of bills issued for this purpose.

Richmond.—No appreciable effect, if any, in this district.

St. Louis.—Inerease.

San Francisco—No change has been noticed in the twelfth district.

As stated elsewhere, documentary drafts provide a desirable form of self-
liquidating bank loan and banks are not inclined to use them as a basis of accept-
ance credits except, in a case of credit strain, to minimize liabilities for borrowed
money.

4. It has been suggested that the increase in acceptances arising from foreign
storage and shipment is to be explained by the curtailment of capital exports
to Central Europe through 1929. What light does the experience in your own
district throw on this problem?

Atlanta.—The suggestion that the increase in acceptances arising from foreign
storage and shipment is to be explained by the curtailment of capital exports to
Central Europe through 1929 seems to us to be theoretically sound, but we have
found no evidence in the Sixth Federal Reserve District which would support the
explanation suggested.

Boston.—Curtailment of capital exports to central Europe through 1929
probably has had some bearing on the increase in acceptances arising from foreign
storage and shipment, but see also our answer to question No. 2 of questionanire
No. 10. In our opinion the fact that this country offered the cheapest money
market with adequate facilities, is a more important factor than the curtailment
of capital exports through 1929.

Chicago.—From the information we are able to obtain, we are of the opinion
that the lack of capital exports to central Europe since 1929 has been an important
factor in causing the increase of American acceptances against foreign storage
and shipment of goods between foreign countries.

Cleveland.—Qur own experience throws no light on this problem.

Dallas.—We have no direct experience, but our observation would tend to
corroborate the explanation given.

Kansas City.—None.

Minneapolis.—OQur distriet has had no experience which would throw light on
the increase in acceptances arising from foreign storage and shipment, as out-
lined in this question.

New York.—Doubtless if central Europe had larger ecapital resources the in-
dustries of those countries would be less dependent upon foreign financing in
their import and overseas trade but we do not believe that the curtailment
of capital imports to those countries during the year 1929 was very important
in increasing the volume of dollar acceptances in respect of their trade. We have
heard no comments from our accepting bankers that would indicate that such
was the case. In the autumn of 1929 when the open market discount rate for
bankers’ bills in London advanced to above 6 per cent considerable amounts
of acceptance credits were permitted to run off in sterling and as they expired
were replaced by dollar credits. Even before the war those countries depended
largely upon London and other forcign centers for the financing of their over-
seas trade.

Philadelphia.—This is undoubtedly true, but I do not think it had any notice-
able effect in this district. The acceptance medium of financing is not used very
extensively; as a matter of fact, its activities are confined practically to two
banks, which are rather conservative in its use.

Richmond.—Our experience in this district does not throw any light on this
problem.

St. Louts.—None.
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San Francisco—The increase in the twelfth district evidenced a demand for
credit arising in Central Europe.

Due to increased commerce in European countries, a paucity of short-term
credit and inability to float long-term obligations, due to world-credit conditions,
this form of credit has been made adaptable.

Higher bill rates in London afforded a eontributing cause for the increase of
American credits.

Acceptances

(In millions of dollars]

Total, Nov. 30— San Francisco, Nov. 30—

1926 | 1927 | 1928 | 1929 | 1830 [ 1926 | 1927 | 1928 | 1929 | 1930

281 | 304} 317 | 362 | 243 13 1 13 12 11
260 | 375 | 448 522 421

Imports.
8

22 18 20 33 ) S PO 1 1
8

Exports .

Domestic- - 20
‘Warehouse. 105| 186 | 163 | 260 | 273 14 8 18 16
Dollar exchange,_ ... 42 31 32 75 56 |l .. ) 2 PR SO,
Foreign storage and shipment ________. 39| 111 | 221 | 416 | 543 2 1 14 21 33
Total... 726 (1,029 (1,199 (1, 655 |1, 569 32 40 45 65 71

5. Would it facilitate the growth of acceptance markets in the various reserve
districts for the reserve banks to establish foreign agencies or branches in foreign
countries?

Atlanta.—It is our opinion that the establishment of foreign agencies or
branches of the Federal Reserve Bank of Atlanta in foreign countries would
not facilitate the growth of acceptance markets in this district. We think that
the possibility of the suecess of such foreign branches or agencies would be the
greatest in the New York, Boston, and San Francisco districts.

Boston.—Undoubtedly the establishment of foreign agencies of Federal reserve
banks would facilitate, to some extent, the growth of acceptance markets in the
various Federal reserve districts, but there are so many other contingent ele-
ments affecting the desirability of establishing such agencies or branches that
the question is open to serious debate.

Chicago.—In our opinion it would not.

Cleveland.—We believe not.

Dallas.—We think not.

Kansas City—Not in this district.

Minneapolis.—It would not facilitate the growth of an acceptance market in
the ninth Federal reserve district for the reserve bank to establish a foreign
agency or branch.

New York.—As explained in the answer to question No. 1, the establishment
of a discount market must depend upon the existence of a money market in
which discount houses and dealers can constantly borrow substantial amounts
of money at rates low enough to permit them to carry the portfolios of bills
which they must carry pending sale or distribution to investing clients. There
would seem to be no connection between the existence of such money markets
in interior cities in this country or the lack of them and the business which might
be undertaken by branches or agencies of Federal reserve banks established in
foreign countries. Bills drawn on American banks now reach American dis-
count markets through the American branches or agencies of foreign banks and
the head offices of American banks which maintain agencies or branches in for-
eign countries, and also through the American banking correspondents of foreign
banks which do not maintain branches in this country. The stability of the
American discount market and its willingness to quote forward discount rates
for prime dollar bankers’ acceptances to arrive from abroad at very close to the
spot rates for similar bills have been very important factors in establishing the
dollar bill of exchange in foreign markets, so that in every country where export
trade is done in dollars prime dollar bills are bought as freely as sterling, and
with confidence that they may be discounted in this country upon arrival or
later, at the convenience of the holder.

Philadelphia—Do not believe the establishment of agencies or branches in
foreign countries by Federal reserve banks would facilitate the growth of the
acceptance market in the various districts. believe the agencies established
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by the large city banks are sufficient at this time to take care of any business
that may originate in this country. .

Richmond—Our experience in this district up to the present throws no light
on this Subject, and we are inclined to think it would have no material effect
in this district in any event.

St. Louts.—Not in the eighth distriet.

San Francisco.—No; but the growth may be increased by member banks
establishing foreign branches.

6. To what degree has the increase in acceptance totals represented a growth
in self-liquidating paper? A substitution for other forms of credit instruments?
A growth in credit which will eventually be funded into longer term obligations?

Atlanta.—(1) To an appreciable degree. (2) To a certain extent. (3) To
some extent.

Boston.—There has undoubtedly been a large and genuine growth of self~
liquidating paper resulting from the increased growth of acceptances.

It is doubtful if acceptances will be commonly substituted for other forms of
credit instruments and while there may have been some shifting of credit from
one class to another, from time to time, owing to rate consideration, it is believed
that no great amount of permanent substitution has resulted. The acceptance
credit has its own particular uses, it being drawn for some particular purpose
such as financing a shipment, or storage of goods either in this country or abroad,
while commercial paper on the other hand is used for general financing purposes.
Of the total volume of bills outstanding, the only part of the acceptance business
that could be financed by commercial paper is that which is of & domestic nature,
this being a very small percentage of a total volume of bills outstanding.

It is doubtful if any of the self-liquidating paper will be funded into the longer-
term obligations. This would only apply to those classes of acceptances which
are subjected to abuse by renewals.

Chicago.—With regard to acceptances, covering the domestic shipment and
storage of goods, funds to finance these transactions were formerly provided for
by the use of commercial paper either discounted at the banks or sold in the com-
mercial paper market. The acceptance credits used for these purposes, there-
fore, are substitution for paper which already existed and which in either case
would be equally self-liquidating. This is also true to some extent in the case
of export bills, where eounter credit formerly took the place of acceptance credits,
particularly for shipments of provisions by the meat-packing corporations and
others. A very large proportion of American acceptances now used to finance
foreign trade represents business that was formerly financed by the use of ac-
ceptances in the London market and about 30 per cent of the total amount of
acceptances now outstanding represent transactions between and the storage of
goods in foreign countries; therefore a substantial amount of our total acceptances
outstanding represents transactions that were formerly financed outside of the
United States.

With regard to the domestic acceptances, we can find no reason to believe that
any part of this class of business will eventually be funded into longer-termx
obligations. However, with regard -to acceptances issued for the shipment
between and storage of goods in foreign countries, which has attained a large
volume, it is probable that if longer-term obligations eould be sold for the benefit
ofdthe countries affected, that this class of acceptances would be substantially
reduced.

Cleveland.—Any answer we might make to these questions would not be
predicated upon known facts.

Dallas.—(a) We do not think that the inerease in acceptances has represented
any particular growth in self-liquidating paper, as the volume of self-liquidating
paper can only be measured by the origin of the transactions creating it. It is
true, however, that the increase in acceptances has materially decreased the cost
of credit where self-liquidating paper is involved. To some extent, no doubt, the
acceptance facility has in itself increased the possibility for a larger volume of
self-liquidating transactions and has had a bearing on an increase in business
in this country which could not be obtained before. It has also been fortunate
that American banks were permitted to accept during the period of disturbed
financial conditions in foreign countries, because this privilege has greatly
facilitated both the import and export trade of the United States.

(b) Acceptances have been substituted both for commercial paper formerly
sold in the open market, and for paper arising out of over-the-counter loans.

(¢) We have no fear of the acceptance facility creating a growth in credit
that will eventually be funded into longer-time obligations as we see small possi-
bility for any capital loans being obtained under the guise of acceptance credit.
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In the first place, the regulations of the Federal Reserve Board are sufficiently
rigid to prevent that. Aeccepting banks do not have sufficient latitude in their
accepting transactions to foster extension of capital credit in that way and the
market itself probably could not be induced to absorb acceptances of that
character.

Kansas City.—Acceptances based upon import and export transaetions and
shipments between and storage of goods in foreign countries would seem to repre-
sent almost wholly growth in self-liquidating paper. Domestic aceeptances, on
the other hand, represent prineipally substitution for other forms of credit instru-
ments. It would not seem that any considerable amount of the acceptance
totals will eventually be funded into longer-term obligations.

Minneapolis—The answer to this question can only be given by bankers in
centers originating the bulk of acceptances,

New York.—Dollar acceptance in overseas trade has added practically 100
per cent of its volume to the amount of self-liquidating paper outstanding in
this country. It does not replace any material amount of other forms of com-
mercial dollar obligations. The business was formerly financed abroad, largely
in London, under sterling credits, which, however, are practically as large as
before the war. The growth of business now requires the credit facilities of both
markets.

The domestic warehouse secured credits have supplemented and possibly
replaced to an unknown extent commodity loan paper in this country and the
small amount of domestic shipment acceptances has supplemented and possibly
replaced a nominal amount of unsecured commercial bank loans.

Excepting as commercial and industrial concerns may further relieve themselves
of the necessity for taking bank accommodations in any form as the result of
increasing their capital and working funds through capital issues, we do not
believe that long-time borrowing will eventually or importantly replace accept-
ance credit, although the volume of so-called eommercial paper, i. e., promissory
notes of well-known concerns distributed through the commercial-paper market,
has been largely reduced and replaced by capital issues of the larger and better-
known firms and corporations that formerly borrowed at their banks and through
the commercial-paper market. The nature of the business financed by accept-
ance credit, i. e., the movement of goods and commodities, with large seasonal
variations in the different trades, is not such as, generally speaking, can be
economically financed by capital funds borrowed for long periods. The accept-
ance credit helps materially to accommodate the seasonal demands or peaks
in demand for credit.

Philadelphia.— Acceptance totals have increased tremendously the self-liquidat-
ing paper. A great many credits finanecing commodities such as grain, cotton,
ete., were formerly on a straight-loan basis but are now covered by acceptances;
probably the largest percentages of increase, however, is acecounted for by foreign
transactions. We have no reason to believe that the increase in the use of accept-
ances has resulted in a growth of credit which will eventually be funded in long-
term obligations.

Richmond.—We are inclined to think that the increase in acceptance totals
has represented an appreciable growth in self-liquidating paper, and to some
extent is a substitute for other forms of credit instruments. We are not inclined
to believe that the increase in acceptance totals represents a growth in credit
which will eventually be funded into longer-term obligations to a material extent,
if any.

St.yLouis.———The bulk of the bills accepted by member banks in the eighth
district have resulted in self-liquidating paper. In the majority of instances
they represent substitutions for other forms of credit instruments. We know of
no instances where eventual funding into longer-term obligations was contem-

lated.
P San Francisco.—Acceptances arising out of import and export transactions
represent a highly liquid form of eredit.

The growth of domestic storage credits is largely due to a substitution of bank
1oans by aeceptances. This movement is induced somewhat by increased ware-
housing facilities, making storage eredit more readily obtainable.

Storage eredits usually are not as liquid as those arising out of import and
export transactions because the goods are frequently being held pending future
sale. Expediency, however, seems to justify the creation of acceptance credits
against the storage in United States of our major crops, such as cotton, grain,
ete., so that the investment market can be used to carry a part of the burden
‘which is too heavy for the banks in the producing area. (See questionnaire 10,
-question 7).
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In the ease of acceptances arising out of copper in foreign storage and shipment
transactions, it might be said that when the raw material has been converted to
capital uses (power plants, for instance) the original credits are retired by the
sale of long-term bonds.

7. State the experience in your district with various abuses in the use of the
acceptance, i. e., with acceptance renewals, with the drawing of acceptances for
a longer period than the life of the underlying transaction, with the use of the
acceptance for refinancing purposes, with the use of the acceptance for the pur-
pose of extending credit beyond the limitations imposed by seetion 5200 of the
Revised Statutes, with the use of the acceptance for the purpose of holding goods
in storage for speculative purposes, and with the practice of accepting institu-
tions discounting their own acceptances.

Atlanta.—Some evidence of the abuse of the acceptance in this district has
been found with regard to acceptance renewals, with the drawing of acceptances
for a longer period than the life of the underlying transaction and with the use
of acceptances for refinaneing purposes. Acceptances have been used to a cer-
tain extent for the purpose of extending eredit beyond the limitations imposed by
section 5200 of the Revised Statutes, primarily in the financing of cotton. There
has been very little abuse of acceptances drawn for the purpose of holding goods
in storage for speculative purposes. Accepting institutions have discounted
their own acceptances in a very small amount in the aggregate. Qur experience
with acceptances has been limited by the comparatively small volume of accept-
ances originating in this district.

Boston.—During the years when member banks were beginning to do an
acceptance business, we found more or less frequent occasion to inquire regarding
transactions underlying the creation of acceptances but the abuses in the use of
acceptance credits which now come to our attention are comparatively few.
Practically the only abuses which are now noted are in acceptances arising out
of warehouse transactions when the merchandise stored is neither ‘‘goods actually
under contract for sale and not yet delivered or paid for”” nor “readily marketable
staples” as defined by the Federal Reserve Board. In a very few other instances
we have found that the goods represented by the acceptances were not stored
in an independent warehouse.

When any of the acceplances purchased by us have been found to be ineligible,
we usually suggest to the accepting bank the withdrawal of such bills from the
market.

Chicago.—While we have had some experiences in the past with abuses in the
usc of acceptances, these abuses which came to our attention were corrected
at the time and we have not scen any avidence of such abuses during the last six
or seven years. It is our belief that as a result of experiences of the accepting
banks and of the continuous efforts of the Federal reserve banks and of the
American Acceptance Council in educating banks to the proper use of acceptance
credits that the business now, generally speaking, is conducted on a higher
standard than it was 10 or 15 years ago. We find the aceepting banks anxious
to comply with the rules and regulations of the Fedecral Reserve Board and a
willingness on their part to cooperate with us so that the acceptance business can
be conducted on a sound and proper basis.

With regard to the practice of accepting institutions discounting their own
acceptances, this bank has not purchased from accepting banks their own accept-
ances, although we have indicated to them that we are willing to discount such
acceptances at our rediscount rate. This rate, however, is invariably higher
than the market rate and our buying rate for bills and, therefore, we have not
been called upon to do so.

Cleveland.—Abuses when they occurred as far as member banks in this distriet
are concerned, in our opinion, were in the main the result of misinterpretation of
the provisions of the Federal reserve act or lack of familiarity with the regulations
and rulings of the Federal Reserve Board governing acceptance financing. We
have seen no recent abuses of the acceptance privilege, and no instances of storing
commodities for speculative purposes under acceptance credits have come to
our attention. Since the inception of acceptance financing, banks have always
discounted some of their own acceptances, but such discounts we believe have
been considered by them as direct-line borrowing of the drawing customer until
the bills are sold.

Deallas—As far as we have been able to observe, the acecepting banks in this
district have been quite conscientious in undertaking this business. There has
been a tendency at times toward an unintentional abuse of the privilege, but on
inquiry we have found that this arose from ignoranece of principles of the regula-
tions and of the law. At times during the initital use of the acceptance facility
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gome banks had the thought that the bills could be sold to us as soon as created.
The use of acceptances to supplement or evade section 5200 seems to us to be
unimportant, in view of the fact that the acceptor must be secured for that part
of the line that exceeds the legal loan limit; but, at that, we have observed no
tendency along that line. None of the categories mentioned in this inquiry has
been a problem to us.

Kansas City.—Since banks in this distriet have not availed themselves to any
considerable extent of the privilege of creating acceptances, we have had very
little experience in connection with the abuses enumerated. In the few instances
where acceptances have been ereated in the district, however, the extension of
credit beyond the limitations imposed by section 5200 of the Revised Statutes
was the principal factor prior to the enactment of the amendments to seetion
5200 in February, 1927. Since that time this reason for the creation of domestic
storage acceptances has not been evident in the district. There have, however,
been several instances of accepting institutions holding their own aeceptances
and some few instances of accepting banks trading bills with other banks with the
object of immediately selling such bills to the Federal reserve bank and taking
advantage of the preferential rate on open-market bills.

Minneapolis.—The volume of acceptances originating in this district is very
small, and such abuses as outlined in this question have not been important.

New York.—The practices referred to in this question are practically non-
existant in this district, except that acceptors frequently discount their own
acceptances for their customers that are not in touch with discount houses. It
is an accommodation to the customers and a method of getting the bills into
market and can hardly be called an abuse. At times accepting institutions may
withhold their paper temporarily from the market for either of two reasons:
(1) That they are so amply supplied with funds themselves that they would
have no use for the proceeds of the resale of their bills; (2) that for one reason or
another it is not desirable to have added amounts of their acceptances in the
market at a given time. This may depend upon the state of the market itself or
the amount of the acceptance bank’s outstanding liabilities. It sometimes hap-
pens that outstadning letters of credit which frequently exceed the legal limit of
acceptance lability of a given institution will be availed of by drawers to an
extent which, if the bills were permitted by the acceptor to become outstanding
would put their acceptance liability in excess of their legal limit. In such case
they must either retire outstanding bills or prevent new bills from becoming
outstanding.

As to giving acceptance credit for the purpose of extending credit beyond the
limitations imposed by section 5200 of the Revised Statutes, that is a statute
limiting the amount of indebtedness to & natonal bank for borrowed money. A
line of acceptance credit in addition to cash advances is not a violation unless the
bills are held in portfolio by the acceptor and the amount so held and cash
advances together exceed the limitations contained in section 5200.

Philadelphia.—We do not believe this facility has been abused to any great
extent in this district. In one or two instaneces we found that small banks not
familiar with the regulations have drawn acceptances for a longer period than the
life of the underlying transaction, and for the purpose of extending credit beyond
the limitations imposed by section 5200, but, generally, the banks in this district
abide by the regulations. Some of the banks carry their own aceeptances in their
portfolios but only for the purpose of awiating a favorable turn in the market.
These loans, of course, are subject to section 5200 of the national bank act.

Richmond.—In the early days of the Federal reserve system a number of
instances came to our attention in which the various abuses above described
occurred. This, however, was due to inexperience and lack of understanding
of the principles which should govern the creation of acceptances. Before
section 5200 was amended there were undoubtedly a number of cases in which
the acceptance form of credit was used to grant a larger volume to individual
borrowers than could be made by direct loans. Since the provisions of section
5200 have been liberalized, this abuse has greatly lessened, if it has not entirely
disappeared, and other abuses rarely come to our attention. It should be remem-
bered, however, that the total volume of acceptances made by banks in this
distriet is extremely small.

St. Louis.—The abuses that did come to our attention, but not recently, were
inquiries regarding the creating of acceptances for the purpose of extending
credit beyond the limitations imposed by section 5200 of United States Revised
Statutes, and the practice of accepting institutions wanting to discount their own
acceptances.

San Francisco.—Acceptance renewals and unnecessarily long usance are not
prevalent in the twelfth district. Section 5200 has been so liberalized as no
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longer to make necessary the carrying of excess lines under acceptance credits to
avold loan limitations. The only tendency to abuse arises out of the use of the
domestic storage acceptance to take care of a class of credit which, from the
standpoint of good banking, is in proper form when carried as a loan.

In this connection, it would seem better to confine the use of the domestic
storage acceptance credit to that of financing the major staple crops stored in the
United States (cotton, grain, etc.), which are in such volume as to make financing
through the open investment market desirable so as to lift the burden from the
comparatively smaller financial institutions situated in the sections wherein
those crops are produced.

8. To what extent have you seen evidence of multiple acceptances arising out
of successive transfers of ownership of the same goods held in warehouse or in
course of shipment?

Atlanta.—We have not seen many instances of multiple acceptances arising ou
of successive transfers of ownership of the same goods held in warehouse or in
course of shipment.

Boston.—From the volume of bills which this bank has purchased, we have
not seen any evidence of multiple acceptances arising out of successive transfers
of ownership of the same goods held in warehouse, or in course of shipment.

Chicago.—We have seen no evidences of transactions of this kind.

Cleveland.—We have seen no evidence of such practice.

Dallas.—None.

Kansas City—None.

Minneapolis.—No evidence of multiple aceeptances in this district has come to
our attention.

New York.—We have seen no evidence of multiple acceptances arising out of
successive transfers of ownership of the same goods held in warehouse or in
course of shipment. Our banks generally inform us that they are very careful to
avoid such positions.

Philadelphia.—None.

Richmond.—No such cases have come to our attention in this district.

St. Louts.—None.

San Francisco—Not in evidence in the twelfth district.

9. To what extent does an investment demand for acceptances exist in your
district? To follow the investment demand on the part of member banks
append statistics for as frequent intervals as possible, beginning January, 1922,
of the acceptance liabilities of the member banks of your district, together with
the amount of their own acceptances and of the acceptances of other banks held
in portfolio.

Atlanta.—An investment demand for acceptances exists in this district to a
very small extent,

Acceptance liabilities of all member banks, sixth Federal reserve district 1

Dee. 31, 1929 e $30, 732, 000
Dee. 31, 1928 __ T T TTTITTTIITTTII I 23, 946, 000
Dec. 31, 1927 T ITTTTITIITTIIITIIIII 18, 725, 000
Deec. 31, 1926_________ T TTTTTTTTIITIIITIIIIIIII 19, 529, 000
Deec. 31,1925 ______ T TTTTTTTTTTITIIIIIIIIIIIIIIIIIY 17, 915, 000
Deec. 31, 1924 TT T TTTTITTITTTIITIIIIIIIIIIIII 17, 161, 000
Dec. 31,1923 ______ I TTTIITTIIIIIIITIIIIIIIIITIIT 18, 852, 000
Dee. 81, 1922 _ T ITITTTTITTTITITII IO 14, 132, 000
Dee. 31, 1921 ____ - C T TTTTTTTTI T 10, 703, 000

Amount of own acceptances and acceptances of other banks held in portfolio of all
member banks, sixth Federal reserve district 2

Dee. 31, 1930 e 33, 011, 000
Sept. 24, 1980 _ ___ oI 2, 900, 000
June 30, 1930 e 2, 709, 000
Mar. 27, 1930 e 4, 029, 000
Dec. 31, 1920 ___ I 4 177, 000
Oct. 4, 1929____ I 3, 656, 000
June 29, 1929 _ e 5, 667, 000

! Includes acceptances executed for customers, and aceeptances executed by other banks for account of
the reporting banks. Contingent liability on account of indorsement of acceptances of other banks sold
is not included.

¢ Includes acceptances owned by member banks payable in the United States and in foreign countries.
A detailed classification of loans and investments of member banks was not made by Federal reserve dis-
tricts prior to June 30, 1929,
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Boston.—A real investment demand for acceptances exists in this district only
during those periods when the open-market rates are sufficiently high to attract
banks and other investors from a yield standpoint, or when money is in abun-~
dance and yields low to make the acceptance attractive from the standpoint of
safety and liquidity. There have been times when trustees, insurance companies,
and savings banks have bought acceptances.

Acceptance liabilities of member banks in district No. 1 together wilth the amount
aof their own acceptances and of the acceptances of other banks held in portfolio

[000 omitted]
o Aceept-f o Accept;
W1 ac- | ances o Wi ac- | ances o
Date Agxc‘%gt- ceptances| other Pate Agg%gt- ceptances| other
Hability | beldin | Dbanks liability | Deldin | banks
portfolio | held in portfolio { held in
portiolio portfolio
1927
$40, 626 $4, 320 $7,736 || Mar. 23 _.__._._._ $51, 751 $2, 582 $2, 709
39, 233 1,002 6, 48,096 2, 614 966
53,705 1,949 57,035 2,243 785
89, 807 4,364 678
72, 459 1,707
50, 796 1,484 87, 614 2,892 729
37, 550 857 82,725 1,833 504
44, 000 906 74,788 851 082
99, 901 3,143 690
52,323 648
37, 665 1,429 81,673 1,079 15,323
36, 847 2,783 78,019 3,852 , 104
58,816 2,787 82, 539 988 2, 3100
108, 894 3,949 36,913
60, 132 1,659
40, 408 1,182 100, 778 613 23, 513
36,827 1,477 50, 341 1,775 342
47,715 2,785 4,766 76,953 947 22, 981
90, 243 1,797 74, 385
56, 193 2,217 2. 526
46, 011 387 1,036
45, 496 1,777 1, 242

Chicago.-—Dealers’ sales of acceptances in the seventh disfriet in 1930 were
$178,158,000, and purchases amounted to $219,815,000.
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Total holdings of bankers’ acceptances of accepting member banks, seventh Federal
reserve disirict, showing holdings of bills of other banks and of own bills, also
liability for own acceptances outstanding, and for indorsed bills

[In thousands of dollars}

Liability
for out-
’ st;;ndlilngs
Tota S hiY of other
holdings | Billsof | o o If‘éi‘tgié,f]y banks sold
of bankers’ other held $ bills out- | Fith in-
accept- | banks held standin: dorsement
ances € | by accept-
ing banks
of the
district
926 37,035 oo
1,982 30,876 4,532
40, 765 26,148
352 33,921 9,
3,085
. 2,701
% B0 O SO 4,038 1,458 2, 580
ADr. 30 oo 1,715 1,408 307
May 31 e . 2,631 2,416 215
June 30 . 848 590 258
JULY Bl e 1,544 1,368 175
1,940 789 1,151
1,807 987 8
2,854 2,093 761
3,397 2,725 672
3,243 2,479 764
1,345 705 640 38,050 {.__.__.____.
3,210 1,335 1,875 32,364 |oooooooo_.o
3, 526 2,040 1,486 36,001
4,067 1,943 2,124 34,141 |.
4,456 433 4,023
6, 910 3,257 3,653
11, 856 4,435 7,421
19, 506 6,431 13,075
20,038 7,233 12, 805
15,524 2, 852 12,672
11,948 1,446 10, 502
13,264 1,899 11, 365
11,996 2,442 9, 554
11,890 2, 899 8,991
11,650 2,542 9,108
646 5, 856
10,282 3,862 6,420
7,835 2,374 5, 161
5,026 2,441 2, 585
5,991 2,169 3,522
5,068 57 4,489
1,180 571 669
2, 596 1,072 1,524
1,162 432 7
1,657 232 1,425
1,461 444 1,017
2,349 1,125 1,224
2,409 1,934 475
1,856 1,656 200
510 186 324
5,532 4,225 1,307
287 86
1,010 305 705
3,418 1,661 1,757 §
3,832 1,468 2,364
3,139 2,273 1 866
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Total holdings of bankers’ acceptances of accepting member banks, seventh Federal
reserve district, showing holdings of bills of other banks and of own bills, also
liability for own acceplances outstanding, and for indorsed bills—Continued

[In thousands of dollars]

Liability
for out-
Total st:%ndli]ngs
ota] PR of other
holdings Bills of Own bills %‘l)?lgggy banks sold
of bankers’ other held pills out- | ,With in-
accept- | banks held standin dorsement
ances € | by accept-
ing banks
of the
;5 district
6,157 3,334 2,823
6,738 2,203 4,445
2,163 584 1,579
3,355 2,258 1,097
4,774 218 4,526
3, 548 750 2,798
3,783 483 3,300
10, 401 1,081 9,320
7,343 1,607 5,736
7,350 4,314 3,036
5,125 3,451 1,674
5,082 3,201 1,791
5,609 3, 588 2,021
4,936 2,381 2, 555
4 419 2,353 2, 066
5,451 2,734 2,717
6, 694 2, 409 4, 285
7, 866 1,610 5, 956
1,789 86 1,703
1,466 201 1,265
3,079 307 2,772
3,615 342 3,273
3,975 264 3,711
5,922 126 5,086
4,950 527 4,423
4, 589 673 3,816
.- 12,620 11,777 843
14, 925 11, 863 3, 062
10, 449 7,592 2, 857
4,153 438 3,715
5,129 326 4,803
4,246 855 3,391
1,955 839 1,116
12,341 10,181 2,160
, 909 10, 093 3, 816
11, 805 8, 865 2,940
10, 785 2, b4l 8,244 100,804 | _....____
17,652 1,8%0 15,762 100,257 | .
21, 951 4,215 17,736 93, 453 42,728
6,908 2,848 4, 83,117 |ocemmme
6, 724 951 5,773 80,130 |_...__..____
7,120 1, 608 5,521 74, 640 50,382
14, 309 7,203 7,516 84,145 ... -
186, 380 8,425 7,956 88,897 | . _
13,746 6,116 7,630 89, 952 163,000
31,498 21, 966 9,532 96,614 | _...____
39,9017 28, 007 11,910 94,180 |.____... .
24, 452 18,157 6, 295 86,771 175, 000

1 Estimated.
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Cleveland.—To an extremely limited extent.

Accept} Accept-r
ances of ances of
a.t}l(éﬁeeﬁg: ather banks ;;%?ﬁg_ other banks
bility of Accept- owned by bility of Accept- | owned by
Date four}:‘,h aiices gur- tr)em}m{rt(ingt Date !ourszh a!lllces lEl.\ur- 1x)'ep<l)(rt(ing
P chased or ank (no foprs chased or gok (not
district | giceounted | available distriet | giseounted | available
n{)znﬁll():r on State r%zxgkbser on State
reports be- reports be-
fore 1926) fore 1926)
1930
Dec. 31._.____[$27, 508, 000 | $3, 380,000 | $7, 883, 000 7,707,000 | 1,138, 000 393, 000
3 3, 509, 000 1, 265, 000 8,165,000 | 1, 550. 000 556, 000
1, 262, 000 49, 000 10, 262,000 | 1, 830, 000 3, 588, 000
, 088, 1,292,000 | 10,884, 00D 10,024,000 | 1, 114, 000 2, 037, 000
.. 26,961,000 | 1,898, 000 63, 000
23804000 | 2 183,000 7,000 8,282,000 | 1,69, 000 411, 000
: 6,683,000 | 2,960, 000 :
13, 216, 000 870, 000 2. 000
13536000 | 2 035 000 2 061, 000 .| 6,470,000 | 2,613,000 2, 786, 000
s 930, 1 Jo0y 5 VO, 10, 264, 000 | 3, 996, 000 1, 840, 000
50, 000
7,000 8,502,000 | 2,940,000 {_.__.___..__
302, 000 8,830,000 | 1,637,000 141, 000
859, 000 8,625,000 | 1,544,000 | ____._.____
5,938,000 | 1,095,000 3, 839, 000
4,071, 000
3, 098, 600 5,905, 000 | 1,719, 000 867, 000
5 800 6,707,000 | 1,158, 000 421,000
» S 8,122,000 | 1,826,000 34, 000
110, 000
1,399, 000
572, 000

Dallas.—There has been a steady and gradual growth in the demand for
acceptances in this district due largely to the recommendation of the Federal
Reserve Bank of Dallas for this form of instrument for the investment of surplus
funds or to create secondary reserves. In 1929 member banks in this district
purchased through the Federal Reserve Bank of Dallas, in addition to their pur-
chases outside, acceptances amounting to $94,000,000. In 1930, due to low rates,
and the decline of surplus funds for investment, the demand in this district was
negligible. It should be borne in mind that the demand for acceptances on the
part of purchasers in this district has far exceeded the amount of acceptances of
the member banks in this district outstanding. Bills purchased by banks in
this district are not necessarily confined to the bills aceepted by banks of this
district. We are gradually getting over to our accepting banks the wisdom of
selling their own bills in the open market and as they have surplus funds to pur-
chase the bills of other banks.

Acceptances execuled for customers by member banks in the eleventh Federal reserve
district as of each call for the years 1922 to 1930, inclusive
[Amount in thousands of dollars]

Mar. 10, 1922__ . _.________ 1,526 | Dee. 30,1926 ______________ 5, 354
June 30, 1922 - T TTTT7C 1,048 | Mar. 23, 1927___________17C 2, 832
Dec. 29, 1922~ "7 3,569 | June 30, 1927_______________ 2, 480
Apr. 3,1923____ T 17T 1,915 | Oct. 10, 1927 ________________ 6, 121
June 30, 1923 _ _________ .. __. 1,214 | Dec. 31, 1927__ _____ . __. 6, 105
Sept. 14, 1923 ______________ 1,847 | Feb. 28, 1928_____________7_ 4, 650
Dee. 31,1923__ ____.________ 3,547 | June 30, 1928 ______________ 3,278
Mar. 31,1924 _______________ 732 | Oct. 38,1928 . ____ .. ______ 5, 826
June 30, 1924___ . ________ 1,073 | Dec. 31,1928 __ ___________._ 6, 825
Oct. 10,1924 ______ . __.___. 2,118 | Mar. 27,1929 ____ . _________ 4,722
Dec. 31,1924 _________._.. 4,062 | June 29, 1929_____.____._____. 4, 544
Apr.6,1925_______________. 1,622 | Oct. 4,1929____ . ________.__ 7,376
June 80, 1925_ _ _____________ 326 | Dec. 31,1929 _ . _____ .. ___ 11, 202
Sept. 28, 1925_____________ 2,044 | Mar. 27,1930_______________ 5, 042
Dee. 31,1925 ... 2,988 | June 30, 1930_.__________.__. 2, 348
Apr. 12,1926 ______________ 1,708 | Sept. 24,1930 ._________.___. 6, 747
June 30, 1926_ ______________ 1,338
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Accepting banks’ own acceptances carried in own porifolio as of June 30 each year,
1922 to 1928

{Amount in thousands of dollars]

1922 . o e-- 710 | 1925 e 609
1923 - 383 | 1927 ____. e 737
1924 - 312 | 1928 oo 1, 970

Nore.—Thess are partial figures, representing holdings of national banks in Texas. Figures for State
member banks not available.
Figures for 1926, 1929, and 1930 are not avallable.

Acceptances of other banks discounted by national banks in Tezas as of June 30
each year, 1922 to 1930, inclusive

[Amount in thousands of dollars]

1922 e 1, 792 1927 o 5, 567
1923 e 474 1 1928 . 12, 261
1924 . 1,608 1920 ... 14, 386
1925 _ e 2,086 | 1930 - 3, 930
1926 e 1, 827

Note.—These are the only figures available on the volume of acceptances of
““other banks’ held in the portfolios of member banks in the Dallas district
during the period from 1922 to date.

Kansas City—There is practically no investment demand for acceptances in
this district and the amount of acceptance liability of member banks is very
small, as shown by the accompanying schedule.

(a) The following statistics, showing acceptance liabilities of all member
banks in the tenth Federal reserve district, are as shown in the Federal Reserve
Board’s abstracts of condition reports of member banks for each eall date from
Mareh 10, 1922, to September 24, 1930:

Accept- Accept-
ances exe- . | ances exe-
anAc?sze gﬁe- cuted by a.jnxc(,eose g}Ee- cuted by
Date of call ‘ other banks Date of call other banks
cuted for P cuted for
custormers | 0L account customers for account
of report- of report-
ing banks ing banks
$1, 186, 000 $198, 000 $2, 000
356,000 |_ 34,000 | ___
757,000 488, 000 5, 000
772,000 {ooooaaann
233, 000
238, 000 343,000 13,000
74, 0600 397,000 |o__oo_____
1, 204, 006 425, 000 2, 000
267, 000 5,000
707,000
386, 000 83, 600
50, 000 87,000
, 000 1,678, 000
793, 000
119, 000
, 000 1_ 548, 000
36, 000 26,000 1.
128,000 20, 000
76, 000 1,000
8,000 ...
Dec.31._._. 164, 000 2,000

(b) We have no record of the amounts of member banks’ own acceptances held
in their portfolios. Such acceptances are or should be classified as loans and
discounts in all published reports on condition, and we receive no other reports
from member banks in which a classification of acceptances is shown,
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(¢) The following statistics of acceptances of other banks held in the port-
folios of member banks in this district are taken from the Federal Reserve Board’s
abstracts of condition reports for report dates from June 29, 1929, to September
24, 1930, inclusive. Prior to June 29, 1929, the abstracts of condition reports
do not include separate figures on acceptances held, and because of the small
volume of aceeptances held by member banks in this district we assume that the
figures for the dates given below will serve the purposes of the committee. If it
is desired, we can supply this information for other eall reports date back to March
10, 1922, by tabulating the data from individual reports of cendition in our files.

Bills, ac- _ | Bills, ae-
aﬁécseggy ceptances, az?ccecs:eggy- ceptances,
Date of call ablein | ©tC., D2y Date of call able in | ©¢. Pay-
United | gbkein United | 2blein
oreign oreign
States countries States | countries
$2, 107, 000 $1, 667, 000 $126, 000
1, 253, 000 1, 208, 000 13,000
608, 000 1, 215, 000 34,000

Minneapolis—TUsually the investment demand for acceptances in this district
is very small on account of the low yield of acceptances. Occasionally in times
of high-money rates, the yield on acceptances rises to a satisfactory figure, and
8 few banks in this distriet buy acceptances at such times.

Acceptance liabilities of member banks in the ninth Federal reserve disirict, amount
of own accepiances and of the acceptances of other banks held in portfolio

[Data from abstracts of call reports and annual reports of the Comptroller of the Currency]

Liability Liability
on aceept-| Own ac- | Other ac- on accept-| Own ac- | Other ac-
ances exe- { ceptances { ceptances ances exe- | ceptances j ceptances
cuted for held held cuted for held held
eustomers customers

Dec. 31, 1921 ... $2, 867,000 |_oeoooooo) ool June 30, 1926.___. $393, 000 [O] 1 $226, 000

Mar. 10,1922_____ 2,885,000 |- ___._.|oo_ ... Dec. 31, 1926 4,108,000 Joon oo faciicaaan

June 30, 1822._._. 2,765,000 |t $268, 000 ; 1 $765, 000 |} Mar. 23, 1927__ 769,000 {.ocoso oo femaoecnan.

Dec. 29,1922 . __ 2,789,000 | e} June 30, 1927__ 744,000 | 1173,000 | 1 110,000

Apr.3,1923_ . _._{3,93L000 | .. ______ |- ___.._._ Oct. 10, 1927__ 818, 000

June 30, 1923__._. 2,886,000 | 1359,000 | 1272,000 || Dec. 81, 1027, 862, 000

Sept. 14, 1923.____ 3,124,000 |- . _deo.o... Feb. 28, 1928_. 1, 008, 000

Dec. 31, 1923_____ 8, 250, 000 June 30, 1928_. 2. 200, 000

Mar. 31, 1924 __ Oct. 3, 1928____ 3, 008, 000

June 30, 1924 ___. Dee. 31, 1828 _ 6, 787, 0600

Oct., 10, 1924_. ____ Mar. 27, 1929__ 2, 236, 000

Dec. 31,1924 ____ 1,267,000

Apr.6,1925..____ 9, 423, 000

June 30, 1925. ... 13, 265, 000

Sept. 28, 1925.._.. 000 6, 000

Dee, 31, 1925 _. 2, 675, 000 414, 000

Apr, 12,1926 _.__ 2, 362, 000 144, 000

1 National banks only in Minnesota, North Dakota, South Dakota, and Montana.

3 Amount is smaller than amount of own acceptances reported held by national banks only. Discrep=
anecy can not be explained from our records.

3 No report.

4 Not segregated from other loans after June 30, 1928,

New York—Following are schedules, covering the period from January, 1925,
to December 31, 1930, back of which data are not available, showing as to mem-
ber banks of the New York Federal reserve district monthly figures of their own
acceptances outstanding, their own acceptances held in portfolio, and accept-
ances of other banks held in portfolio; also the relative figures over the same period
for all accepting banks and bankers, not member banks alone, in the Unifed
States. There is also an accompanying diagram showing, for the years 1927 to
1930, inclusive, the relative volume of bills held by all Federal reserve banks
for themselves and for account of foreign correspondents, and by all other holders.
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Statement showing acceplances outstanding of member banks in the New York
Federal Reserve District, also own acceptances held, and holdings of acceptances
of other banks January, 1925, to December 31, 1930

[In thousands of dollars]

Accspt- Aceept-
(g thz?;s Own ac- | ances of 02 i;ngo(:s Own ae- | ances of
Date D ceptances| other Date D ceptances| other
outstand- "% g banks outstand-| ™y 519 banks
ing held ing held
347,900 55, 125 78, 130 541, 650 26,112 12,959
361, 355 47, 508 , 064 537,371 22,216 15,202
356, 476 70,755 40,813 558, 917 25,772 18,215
346, 799 44,931 5 5885, 361 13,706 8,815
318, 032 42,393 41, 640 545,971 9,335 14, 252
323,603 36, 258 27, 540 528, 278 7,594 20, 445
271,432 24,138 33,110 512, 547 7,530 20,092
255, 691 23, 367 23,714 488,431 9,209 12,119
288, 190 14, 962 25, 898 522,098 13,048 8,739
329,921 22,327 25,872 591, 363 9, 005 8,531
325,071 21,381 0, 508 629, 168 8,775 8,149
314, 394 22, 880 24,026 667, 684 8,822 10,027
1926
____________ 380, 866 41,623 22, 248 658, 345 8,438 24,457
.| 377,504 49,734 18,711 634, 922 . 15, 545
_| 366,317 54,899 23,487 599, 427 8, 157 12,903
.| 358,454 45,256 46, 609 579, 532 12,745 4,953
_| 349,441 33, 585 18, 412 586, 900 7,659 12,572
. 317,190 13,195 11,850 595,474 , 608 8, 899
_1 200,007 , 129 3, 533 600, 131 7,880 11,574
o] 281,434 15,919 8,404 620, 343 15,987 12, 045
_i 301,852 , 563 7, 558 659, 816 16, 269 14,820
_t 337,195 9,402 8, 330 832,922 16,618 23,282
.| 354,685 10, 082 10,611 880, 854 47,418 77,458
.......... 375,732 15,046 13,782 920, 301 39,418 55, 411
January. .. -l 377,901 15,804 12,282 902, 554 45, 876 104,783
February _| 394,407 18,319 18,421 855, 080 36, 185 52, 028
March. .. _i 408,388 35,144 14,209 804, 383 39,079 43,128
April.. -| 415,366 15,184 19, 661 718, 369 31,673 54, 421
May___ . 399,572 20,923 26, 519 710,733 38,754 58,421
June... _| 386,437 10, 525 27,828 672,633 41,752 89, 543
July.__ _i 389,045 | 31,822 15,210 703,040 | 35,430 | 128,674
August.... _| 388,606 | 49,523 , 664 709,452 | 61,028 85, 641
September- Z| 436,302 | 26,522 23, 400 720,720 | 91,969 | 112,724
October_.__ -1 485,503 32,309 23, 670 | 816,736 | 131,425 114,034
November. -| 826,268 29, 210 37,419 | 858, 103 33,612 178,978
December..___.____ 564, 558 37,978 14,742 | December. 867, 527 51,012 134,434
All banks and bankers in the United States
Own accept- | Acceptances of
Total bankers’ | ances held by | other banks in
acceptances [accepting banks| the portiolio
outstanding in their own of accepting
portfolio banks
$834, 824, 681 $81, 172,095 $131, 092,926
808, 359, 126 88, 223, 170 97, 528, 544
800, 137, 136 110, 622, 378 82, 372, 332
757,073,786 67, 261, 667 118,958,918
680, 345, 502 75, 503, 443 79, 146, 527
607, 041, 566 52, 732, 682 71,872,654
569, 386, 316 486, 607, 962 69, 730, 257
555, 166, 837 43, 172, 031 50, 367, 291
607, 025, 151 34,416,724 54, 461, 296
674, 167, 813 41, 543, 161 62, 099, 692
November 689, 767, 871 38, 144, 830 46, 892, 361
December._-... . [, 773, 735, 592 38, 034, 805 54, 484, 449

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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All banks and bankers in the United Staies—Continued

‘ Acceptances of

Own accept-

Total bankers’ { ances held by | other banks in
acceptances jacceptingibanks| the portfolio
outstanding in their own of accepting

portfolio banks
1926
LS (LT3 o $788, 253, 933 $61, 318, 071 $57, 637,999
February . e 767,127,116 69,979,173 57, 601, 421
March, 745, 659, 632 73, 555, 866 58, 547, 603
April 720, 611, 138 58, 973, 822 78 170, 360
May. 685, 333, 098 46, 655, 322 60 734 485
1 1V S 621, 948, 949 26, 216, 726 40, 599, 930
Ty 600, 486, 807 25, 288, 289 32, 342, 234
ARgust . e 582, 634, 951 34, 853, 074 28, 690, 579
September_ . . ao. 614, 151, 287 24, 503, 242 23, 131, 308
QCtODOr - oo oo e 681, 647, 409 23, 965, 856 32, 248, 416
NoOvember oo mcaccm e 726, 394, 811 25, 528, 152 38, 915, 932
Decermber . . o oo e 756, 360, 281 34, 848, 267 42,159, 103
773, 604, 424 30, 592, 023 24, 394, 597
785, 487, 908 73,004, 139 93, 480, 780
809, 445, 721 58, 650, 864 45, 833, 126
810, 965, 525 39, 821, 602 47,154,424
774,719, 885 48, 236, 768 48, 324, 483
751,270,173 31, 753,170 57, 193, 594
741, 258, 404 54, 365, 943 32, 45, 520
782, 055, 029 82, 206, 567 50, 592, 824
863, 823, 006 57, 188, 759 46, 402, 290
975, 166, 824 61, 537, 992 56, 628, 524
N OV e o et amm e 1, 020, 490, 434 49,737,324 67, 176, 303
DBCEIMDOT - - - o o e o eea e 1, 080, 580, 565 58, 176,967 46, 821, 513
1928
JAUArY e 1, 057, 980, 196 48,672, 180 31, 295, 763
February + 1,056,389, 782 45, 100, 848 44, 988, 562
1, 085, 468, 742 48,101, 189 50,957, 046
1,070, 712, 002 29, 291, 256 27,106, 226
1,040, 735, 176 29, 289, 160 28 893 770
1, 026, 165, 295 27,159, 115 44,130, 006
977, 863, 926 ) 965, 929 29, 675, 683
952, 051, 109 26, 254, 119 24, 077, 208
1, 004, 166, 180 29, 210, 355 23, 976, 697
1,122, 746, 889 21, 847, 117 21, 864, 418
1,200, 355, 724 25, 135, 642 25, 209, 037
1, 284, 485, 780 27,083, 964 48 758 017
1,279,271, 163 24, 568, 176 | 54, 678, 082
1, 228, 027, 796 34,171, 066 54 878, 885
1, 204, 979, 653 28, 896, 155 88, 534, 449
1,110, 841,482 31, 614, 214 63 515 215
May._ 1, 107, 168, 852 26, 786, 066 60 44
June._ 1,113, 049, 246 36, 378, 210 47 906 237
July._ 1, 126, 698, 805 24,185, 409 65 847 313
August__ 1, 200, 536, 146 33,724,919 48 652 880
September. 1,272, 270, 545 32,127, 839 38, 639, 665
October_.__ 1, 540, 738,123 31,108, 525 98, 303, 399
November. 1, 657, 899, 924 70, 442, 230 174,021, 275
DeCember - oo 1,732, 436, 388 58, 544, 964 132, 515, 645
1930
JaNOATY C e 1,692, 793, 861 63, 129. 829 157, 336, 552
February oo 1, 623, 899, 218 70, 736, 889 112, 192, 937
March 1, 539, 285, 798 71, 932, 654 94, 729, 909
April. 1,418, 717,278 54, 746, 568 102, 780, 328
MY e 1, 382, 206, 855 62, 629, 690 102, 980, 825
DB oo e e 1, 304, 831, 222 63, 735 394 141,875,378
Ty e 1, 349, 695, 306 62, 513, 282 216, 129, 315
ANguSt e 1, 339, 883, 765 95,127,103 172, 209, 599
September. .. 1, 366, 734, 157 130, 903, 798 185, 773, 538
October. . e 508 243, 726 172 410 232 211, 762, 830
November. . mee——e s 1 571, 417 674 180, 206 994 312, 795, 432
BB TEYT=50 11 oL SN 1, 555, 966 201 89, 645, 812 i 281, 806, 462
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874 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

From these statistics and diagram it will be seen that the investment demand
for bills is not confined to member banks in this and other districts, important as
their holdings are at times. The demand of other classes of investors is vastly
superior; these include foreign banks, savings banks, insurance companies, cor-
porations, institutions, and individuals, as well as aceepting houses and private
bankers. The rates at which bills are offered in the market determine to a con-
siderable extent the direction and nature of the investment demand. When rates
are high considerable amounts of bills are sold to individuals, corporations, and
particularly, small interor banks. When the rates are at a low level that de-
mand decreases and the purchases of larger banking institutions, who at such
times are apt to have increased amounts of cash not otherwise employed, become
more important. But the major portion of all the bills sold by dealers in the New

MILLIONS OF DOLLARS
2500~ T
!

2000

1500

TQTAL BILLS OUTSTANDING /

[ STV R —

1930

Volume of bankers’ acceptances outstanding showing proportion held by Federal reserve banks for own
account, proportion held for foreign correspondents of Federal reserve banks, and the proportion
held by others, 1927-1930

York market is to banking institutions. Over a number of years their sales to
local commercial banks and bankers have varied from 50 to 75 per cent of their
total sales. These percentages include not only purchases made for their own
account but also purchases for their customers. The bank demand for accept-
ances has recently been increased by the gradual absorption of other forms of short
eligible paper. A diminished volume of short Treasury paper, which may be
expected eventually, and a continuation of the tendency of other forms of eligible
paper to diminish, would tend to make bank demand for bankers bills more con-
stant.

Philadelphia.—OQutside of a few accepting banks in this distriet, there is prac-
tically no demand for bills of this character as an investment, except for a short.
periecd when the rates were unusually attractive.
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Member banks in third district

Accept- Accept-

Date Acceptance | Own ac- | ances of Date Acceptance| Own ac- | ances of
liability {ceptances| other liability | ceptances| other
banks banks

Dec. 31, 1921____{$11, 016, 874 {31, 841, 744 [$1, 982,033 || Dec. 31, 1926.__.|$12, 190, 122 1$1, 687, 590 | $289, 074
June 30, 1922. _._| 13,460, 640 | 1,794,724 | 1,756,783 || June 30, 1927_.__| 15,723,394 | 1, 330, 331 633, 665
Dec. 29, 1922 ___| 14,336,294 | 1,335,113 | 1, 160, 521 || Dec. 31, 1927____| 16, 562, 609 631, 570 616, 491
June 30, 1923.___| 13, 514,772 { 1, 215, 602 425,970 || June 30, 1928_.__| 17, 387, 264 627,922 | 2,074, 254
Deec. 31, 1923____| 14,122,513 | 1,089, 577 835,760 || Dec. 31, 1928___.| 20, 567, 975 502, 684 10, 092
June 30, 1924..__| 11,802,041 | 2, 516,097 | 1,015,198 || June 29, 1929____{ 20, 002, 278 551, 608 17,674
Dec. 31, 1924____| 13,902, 227 | 1,486,908 | 1, 666,953 || Dec. 31, 1929____| 35, 260, 213 399,313 12,939
June 30, 1925_.__| 13,039, 260 | 2, 578, 532 749,173 || June 30, 1930.._. 1,067,377 5,193
Dec. 31,1925 ___| 12,772,426 | 1,995,318 | 1,725,040 || Dec. 31, 1930__..| 34, 786, 538 334, 499 159,223
June 30, 1926... | 11,593,334 | 1,763,412 | 1,153, 518

)
2
<
=
&
>
&

Richmond.—There has been a very slight demand for acceptances in this
district for investment purposes. In some cases accepting banks have purchased
the acceptances of other banks, but the tendency has been to sell these acceptances
almost immediately with the indorsement of the purchasing bank.

Federal Reserve Bank of Richmond

Accept- _ | Accept-
Dateof call | Acceptance cgwtanrfc%s ances of Dateof call | Acceptance cgwtgﬁ:%s ances of
report liability Iilel d other report liability 1;191 d other
banks held banks held
1928 1929
$6, 606,763 | $137,000 | $2,498,171 || Oct. 4. __.__.. $8,215,152 | $510, 996 $195, 696
5,492, 655 490, 582 424,351 || Dec. 31 eono.oa 18,751,048 | 1,714,000 499, 858
5, 115, 160 275, 157 434, 613
11, 707, 044 562, 532 302, 614
9,052,683 | 89,301 17, 600
7,351, 080 87,000 19, 000
9, 902, 835 831,195 38, 494 5, 479, 719 84, 000 25, 000
6, 105, 641 561, 666 20, 260 9, 553, 968 125,000 |- ooooocae

Note.—The volume of acceptances created in this distriet has been so small that we have not maintained
arecord up to 1928 which would enable us to give the statistics asked for. We can, however, give the inform-
mation as of the call dates in 1928, 1929, and 1930, and this information is appended.

St. Louis.—Very little, as indicated by accompanying figures.

Acceptance liabilities
[From call reports published]

Accept-
Accept-
Accept- fanc}e};s Accept- ofaztcke;r
ther ances
Aceept- anees ol of Aceept- banks
National and ances %xectg]ed b%n_ﬁs a]tnd National and ances %‘e%‘éﬁ% and
State bank executed b ¥ g fer 1} S O State bank executed ba};ks for bills of
members for cus- anks 10T | exchange members for cus- i exchange
tomers | account } drafts tomers | BCOOUDRY | Tqraits
of report- | sold with of report- sold with
ing banks| indorse- ing banks Lin dorse-
ment ment
Dec, 31,1921_.... $3, 129, 000 None. (n June 30, 1926.____ $1, 003, 000 $2, 000 O]
Mar, 10, 1922_____ 1, 964, 000 $25, 000 [O)] Dec. 31, 1926. . 1, 631, 060 None, Q]
June 30, 1922_____ 1, 163, 000 None. )] Mar. 23, 1927__ 808, 000 2,000 | $984, 000
Dec. 29,1922 . __ 2, 214, 000 15, 000 (1) June 30, 1927. . 845, 000 None. 506, 000
Apr.3,1923. __.__ 2, 260, 000 19, 000 (O] QOct. 10, 1927___ 564, 000 None, 716, 000
June 30, 1923 _.__ 2, 293, 000 32, 000 O] Dec. 31, 1927.. 2, 509, 000 None, 729, 000
Sept. 14,1923_____ 2, 559, 000 None. 0] Feb. 28, 1928__ 1, 459, 000 243,000 | 1, 063, 000
Dee. 31,1923 .. 4, 059, 000 18, 000 ) June 30, 1928 762, 000 None. 958, 000
Mar. 31,1924 ___ 1, 483, 000 63, 000 (1) Oct. 3, 1928____ 1, 458, 000 2, 000 970, 000
June 30, 1924_____ , 000 None, 1) Dee. 31, 1928__ 2,007, 000 10, 000 673, 000
Oct, 10, 1924______ 771,000 None. 1] Mar. 27, 1929__ 1, 590, 000 3,000 | 1,055, 000"
Dec. 31,1024 ____ 857, 000 None, (6] June 29, 1929. . 1, 054, 000 None. | 1,027,000
Apr. 6,1925__.___ 592, 000 None. )] Oct. 4,1920____... 2,314,000 38,000 | 1,021,000
June 30, 1925 _. . 952, 000 2,000 (O] Dec. 31,1929__ 2,871, 000 120,000 | 2, 005, 000
Sept. 28, 1925_____ 1, 238, 000 Nomne. (1) Mar. 27, 1930, 2,367, 000 10,000 | 1, 515, 000
Deec. 31, 1925__ None., (V)] June 30, 1930.-,.\: 1, 044, 000 2,000 661, 000
Apr. 12, 1926. 2, 000 o Sept. 24, 1930._._%| 2, 919, 000 35, 000 786, 000

1 Not shown separately.

34718—31—>pT 6——12
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HOLDINGS OF ACCEPTANCES

Amount of own acceptances and of acceptances of other banks held in port-
folio are not given. However, following figures, which indicate the demand,
are available since June, 1929:

}g‘?llsdings of

ills, accept-

acceptance

National and State member banks payable in ance%let_c.,

Uniteq | Payadie In

States | foreign
countries

Holdings of

June 29, 1929, . __ | $3,006,000 |  $986, 000
Qct. 4, 1999, I 2,421,000 | 1,042, 000
Dee. 31, 1929 T T _ 2,171, 000 854, 000
Mar. 27, 1980. Ll 3,500,000 | 1,122, 000
June 80, 1930 L Ll T TTTIITITTIIIIIIIITITIT 1 433,000 853, 000
Sept. 24, 1930 . 306, 000 565, 000

San Francisco—The following information has been compiled from call re-
ports of about 30 banks which are the principal acceptors and investors. It
should be borne in mind that banks, in anticipation of a ‘““call’”’ usually liquidate
holdings as easily convertible as acceptances. Consequently these reports do
not necessarily show the full extent to which banks regularly carry bills of other

banks.

Accept- . Aceept-

coev?;lfe%s Ownac- | ances of 02 v;gnaé%s Ownac- | ances of
Call date | %P ceptances | other banks Call date  |,°°P ceptances other banks

in hands of in portfoli held i in hands of | . rtoli held i

investors |12 Portiolio e.c il investors | 0 Porclio,  neldin

portfolio portfolio
Mar, 10, 1922. $6, 624,000 | $1, 366,000 | $15, 586,000 || June 30, 1926.($20,306,000 |  $192,000 | $1,154, 000
May 5, 1922__| 6,939,000 | 1,348,000 3,238,000 || Dec. 31, 1926_] 31, 256, 000 608, 000 917, 000
June 30, 1922 9,518,000 | 1,073,000 | 11,620,000 || Mar, 23, 1927.| 27, 725,000 832, 000 1,153, 000
Sept. 15, 1822_{ 12,163,000 { 1, 660, 000 5,263,000 )| June 30, 1927_} 27,430,000 | 1,853,000 6086, 000
Dec. 29, 1922_} 15,159, 000 771,000 7,875,000 || Oct. 10, 1927__| 33,852,000 | 1,517,000 1, 003, 000
Apr. 3, 1923__| 16,497,000 | 1,215,000 1,262,000 || Dec. 31, 1927_} 33,102,000 | 1,788, 000 5, 704, 000
June 30, 1923_| 12,493,000 | 1,522, 000 7,181,000 (| Feb. 28, 1928_| 26,836,000 | 3, 983, 000 4, 774, 000
Sept. 14, 1923_| 12, 202, 000 820, 000 1,704,000 || June 30, 1928.; 30, 711,000 | 4, 618,000 1, 487, 000
Deec. 31, 1923} 15, 214, 000 491, 000 2,082,000 || Oct. 3, 1928___| 36,643,000 | 1,817,000 1, 760, 000
Mar. 31, 1924, 16, 114,000 795,000 7,474,000 || Deec. 31, 1928_1 43,181,000 | 2, 450,000 3, 222, 000
June 30, 1924_1 13,370,006 763, 000 4,063,000 || Mar. 27, 1920.| 33,860,000 | 8, 833,000 5,340, 000
Oct. 10, 1924__| 12, 664,000 | 3, 480, 000 8,530,000 j| June 29, 1929_| 33,463,000 | 4,921,000 1, 632, 000
Dec. 31, 1924_} 13,250,000 | 4,939,000 4,924,000 i| Oct. 4, 1929___| 44,387,000 | 3,958, 000 1, 652,000
Avpr. 6, 1925__| 18,166,000 | 2, 366, 000 6,261,000 || Dec. 31, 1929_( 65,201,000 | 7,790, 000 1, 538, 000
June 30, 1925_( 15,769,000 | 1, 569, 000 3,269,000 || Mar. 27, 1930_| 64,238,000 | 2,859,000 | 12,288, 000
Sept. 28, 1925_; 20,167,000 | 1,181,000 2,722,000 || June 30, 1930_| 53,727,000 | 4,837,000 | 14,449,000
Dee. 31, 1925_| 22,566,000 | 1,178,000 1, 803, 000 |{ Sept. 24, 1930_| 46,309,000 | 8,224,000 ; 20,051, 000
Apr. 12,1926_! 18,798,000 | 1,385,000 849,000 || Dee. 31, 1930.} 56,132,000 | 8,726,000 | 14,868,000

10. To stimulate an investment demand for acceptances, would you be in
favor of changing the present provisions of the Federal reserve act relating to
the reserve requirements of member banks, permitting member banks to carry
smaller reserves provided that they held a portfolio of bills equal to a certain
percentgge of their deposit liabilities? If so, what specific change would you
suggest?

Atlanta—On September 24, 1930, all member banks held investments in
acceptances of $267,366,000, an amount equal to 11.5 per cent of their required
reserve. This volume represented 19.6 per cent of the total amount of aceept-
ances outstanding on September 30, 1930. On the same date Federal reserve
banks held acceptances of $630,367,000, including $197,743,000 for own account
and $432,624,000 for foreign account, the total representing 46.1 per cent of
the total volume of acceptances outstanding.! Permission for member banks
to invest a percentage of their now required reserves in bankers’ acceptances
would broaden and improve the market demand for acceptances, and it would
likewise tend to improve the portfolios of member biinks. In addition, it would
increase the earnings of member banks, and holdings of bills by Federal reserve

1 Figures on member bank holdings of aceeptances and on required reserves are taken from “ Member
Bank Call Report No. 49" of the Federal Reserve Board. Total volume of acceptances outstanding are
from the Acceptance Bulletin of the American Acceptance Council, Dec. 31, 1930,
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banks would be decreased. It is my opinion that permission to invest an amount
equal to 20 per cent of the now required reserves of member banks would be
necessary to enable a great number of the small members in this district to take
advantage of this privilege to any degree. I also believe that should 20 per
cent be the figure decided upon, there would be a correspondingly large increase
(about 200 per cent), if not a greater increase, in the amount of acceptances
held by member banks. Without devoting more thought and study to this
proposal, I prefer not to commit myself at this time as being in favor of or
opposed to the suggested amendment.

Boston.—To stimulate an investment demand for aceeptances, this bank would
not be in favor of changing the present provisions of the Federal reserve act
relating to the reserve requirements of member banks which would permit them
to carry smaller reserve, provided they held a portfolio of bills equal to a cer-
tain percentage of their deposit liabilities. We believe it to be the better policy
to keep complications and legislative requirements at a minimum. The decision
to invest loanable funds into highly liquid secondary reserve should be the
responsibility of the member bank. It must be admitted that there still remains
a great deal of educational work to be carried on hefore genuine investment
demand for bills will exist. This education may be carried on by bill dealers
acceptance houses, correspondent city banks, or any other educational propa-
ganda; but we feel that it should not be made a matter of legislation. Any
form of interest earning investments, no matter how liquid, is not a reserve
with which to meet withdrawals. It is simply a proper liquid investment of
the bank’s loanable funds.

Chicago~—No.

Cleveland.—The stimulation of an investment demand for bills, in our opinion,
would not be sufficient justification for a reduction in the present cash reserve
requirements, which we believe to be sufficiently low.

Dallas.—We would not be in favor of this suggestion. The reserve require-
ments of member banks, in our opinion, are too low now, and the manner in
which their funds are invested is a matter of bank management and judgment.
The desirability of purchasing bankers’ aceeptances is a matter of education and
therefore naturally of slow growth.

Kansas City.—No. If such a change should be made, it should be only in a
general revision of reserve requirements which would give like consideration
to other highly liquid assets, such as cash in vault and unpledged, short-term
Government securities.

Minneapolis.—No object would be served by such stimulus to the investment
demand for acceptances.

New York.—We would not favor reducing required cash reserves by permitting
member banks to carry smaller reserves provided they held a given amount of
acceptances in portfolio. We believe a fixed minimum cash reserve in the
Federal reserve bank should always be maintained regardless of the character
of the member bank’s own investments. We are of the opinion, however, that
some changes in the law relating to the method of calculation and the amount of
such cash reserve balances might be advisable but we would prefer not to recom-
mend any such changes pending the completion of the thoroughgoing study of
this subject by a Federal reserve committee which is now in process.

Philadelphia.—Undoubtedly the American discount market is broader and
stronger than it has been in the 15 years of Federal reserve experience, but not-
withstanding this improvement the Federal reserve banks and the foreign banks
constitute the only real market for bills, and the further extension of our discount
market is of great importance. It is still far from such a stage that it can be con-
sidered a completely satisfactory mechanism of our money market. Its growth
has been too one-sided and too dependent on the Federal reserve as its reservoir,
and if we are to increase our acceptance business in the next years, it will be essential
that we develop amuch broader market for these bills. The suggestion that accept-
ances be treated as partial reserve would undoubtedly bring about an immediate
improvement in the bill market, but it would not remove entirely the element
of artificiality. It would also result in scattering and reducing the amount of
reserve carried with the Federal reserve banks, but this of course, would be offset
to some extent by areduction in the holdings of the Federal reserve banks. Another
objection, that once the door is open to employed reserves in one form, many
other forms may creep in.

Richmond.—We would not be in favor of such a change.

St. Louts.—No.

San Francisco—Would not be in favor of counting investments in acceptances
as part of legal reserves. Believe acceptances should be urged as secondary

+
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reserves. The development of a better investment demand would occur if
Federal reserve banks supported the acceptance market to a lesser degree.
Reduced support by reserve bank might result in urging accepting banks to
support dealers in distributing the banks’ products and stimulate the desire and
necessity of dealers to seek a wider investment field.

11. To stimulate an investment demand for acceptances, should the reserve
banks follow a policy of refusing to purchase acceptances unless the accepting
institutions hold bills, accepted by other institutions, equal to a substantial per-
centage of thir own acceptance liabilities?

Atlanta.—We belive that a reserve bank policy of refusing to purchase accept-
ances unless the accepting institutions held bills, aceepted by other institutions,
equal to a substantial percentage of their own acceptance liabilities would be very
impractical of enforcement, and it would tend to reduce the investment demand
tor bills as well as to reduce the total volume of bills outstanding. The banks
would hesitate to purchase bills which they feared would not be eligible for
immediate disposal to the reserve banks. A further point to be considered is
the fact that generally the season of the year when a member bank’s acceptance:
liabilities are heaviest corresponds to the season when its supply of funds for
investment is lowest. Such a2 change of reserve policy would interfere with the
mobility of short-term capital from one section of the country to another. The
method by which the reserve banks can nost effectively encourage the investment
demand for acceptances is to stand ready to take eligible bills off the hands of
investing member banks at any time.

Boston.—We do not believe that it would be desirable to adopt a definite policy
of refusing to buy acceptances from member banks unless the accepting institu-
tion hoids bills accepted by other institutions equal to a substantial percentage-
of their own acceptance liabilities. While such a policy might stimulate an
investment demand we believe this stimulation should be the result of educa-
tional effort, and not by legislative restricitons which are not absolutely necessary
and, therefore, more likely to be dangerous than beneficial.

Chicago—No. This would create an artificial situation in the bill market and
in our opinion the market should be free from any such restrictions.

Cleveland.—In theory this might appear an effective means of stimulating an
investment demand for acceptances, but it would not be so in actual practice-
since the purpose could be defeated by subterfuge.

Dallas.—No.

Kansas City.—This would not be practicable.

Minneapolis—No.

New York.—We believe that reserve banks should not adopt or follow a policy
of refusing to purchase the acceptances of a given institution unless the acceptor
holds bills accepted by others equal to & substantial per cent of their own accept-
ance liabilities. Such a policy, if effective, would require the immobilization of
a portion of the assets of each accepting bank or banker and the character of
the asset to be immobilized, i, e., bankers’ acceptances, would be the class of
investment which is and should be, we belive, most mobile.

In theory and in practice the accepting bank or banker does not make a money
loan to a client but rather puts his credit at the disposition of the client. The-
client depends for the realization of money against that credit upon the discount
of an acceptance. To require as a condition of purchase by a Federal reserve
bank that the acceptor of a bill should keep a portion of his assets invested and
immobilized in the acceptances of other banks and bankers might very well have
the effect of reducing the amount of aceeptance credit some banks would be willing
to grant, and of causing other banks to withhold acceptance credit entirely from
their clients. The law already limits the amount of such eredit which may be
granted by member banks and we believe further curtailment of that eredit would
be unfortunate in its effect upon all of the business and agricultural interests of
the country.

We further believe that serious, needless, and unjust discriminations would
arise if Federal reserve banks attempted to execute the policy suggested and that
the strength and breadth of the discount market would be seriously impaired.
One of the most important factors in the achievement of the preferred position
which bankers acceptances hold to-day and one determining to a large extent the
lower rates they command as compared with other forms of commercial obliga-
tion, is the confidence of holders that in case of need they may be sold to a Federal
reserve bank., A great many bills accepted and issued in this country are drawn
abroad. It is quite clear that foreign banks would be unwilling to pay prime
rates for dollar bankers’ bills if any doubt should be created in their minds as to.
the market status of bills drawn on prime American banks bought by them. Also,
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it would be quite impracticable for Federal reserve banks, making daily purchases
-of bills offered to them, to know the then current pesition of each accepting bank
with respect to the amount of the acceptances of other banks held by such bank
in its portfolio.

Philadelphia—Due to the artificial bill market we have at the present time, it
is essential that the accepting banks carry at all times a certain porportion of
their assets in acceptances of other banks, and properly so, but the amount should
-depend upon their condition at the time of purchase and should not be based
upon a percentage of their own acceptance liabilities. A procedure of this sort
is not conducive to a broader or healthier market.

Richmond.—We do not believe reserve banks should follow this policy; we do
not believe it to be practicable.

St Louis.—No.

San Francisco—No. It would be more constructive if Federal reserve banks
would educate accepting banks to the desirability of extending at all times (even
when borrowing at the Federal reserve bank) reasonable lines of credit to dealers
at a cost not greater than that bid for 90-day bills.

It should not be (although it is) difficult for accepting banks to understand that
their accepting privilege is of no value unless a market can be found for their bills.
The dealers are rendering this service, and the banks creating bills should, for
selfish reasons if for no other, support them instead of leaving such support (at
times) entirely to the Federal reserve banks.

12. Would the dependence of the acceptance market on the reserve bnaks be
lessened if the reserve banks should hold their buying rates above the market
rate on acceptances? What would be the effect of this change of policy on the
aceeptance market? To what extent, in your opinion, has the market rate on
acceptances been an artificial one in the sense that it has been primarily deter-
mined by the buying rates of the reserve banks?

Atlanta—(a) 1t would.

(b) The effect of such a change of policy would be to discourage the purchase of
bills by member banks in the open market for the reason that they could not
depend on a quick sale to the Reserve Banks except at a loss. Another effect
would be a higher open-market yield on acceptances which would encourage
member banks to invest in bills and to hold them to maturity.

(¢y The Federal Reserve Banks have been a great stabilizing influence in the
acceptance market. They have taken sudden increases in the supply of bills
off the market, and they have been prepared to buy bills from the member banks
who have desired to liquidate their holdings. To this extent the market rate on
acceptances hag been artificial, and this change of policy would result in more
erratic fluctuations in open market rates.

Boston.—We doubt that the dependence of the acecptance market on the reserve
banks would be lessened if the reserve banks should hold their buying rates
above the market rate on aceceptances. When bill rates are sufficiently high to
attract investors, or during periods such as the present time when money is in
abundance, there is little need for Federal reserve bank support, but when
these conditions do not exist and bills are in abundance with investment demand
lacking, higher rates of the Federal reserve banks would have an adverse affect
upon the bill market, Dealers would find themselves with high portfolios, faced
with the necessity of selling their bills at losses. Eventually, this would force
rates up to that point where it would be more profitable for shippers to finance
their bills through other than dollar aceceptances, with the result that European
centers would regain the acceptance business that it has lost to this country
during the past few years. Inasmuch as bill dealers’ acceptance rates have so
frequently led changes in discount rates and in many cases have led changes in
buying rates, it appears that the open market rate on acceptances is not so
artificial as might be supposed from the fact that Federal reserve banks furnish
the principal market.

Chicago—We believe under normal money market conditions that the buying
rates of the Federal reserve banks should be cqual to or slightly above the market
rate on acceptances and that the reserve rates as far as practicable should follow
rather than lead the open market rates and that this practice would result in a
broader distribution of bills and an improved acceptance market. Of course,
there are times when money rates get too high, when the Federal reserve banks,
in order to protect the bill market, are obliged to maintain low enough rates to
stabilize the open-market rates at a reasonable level and therefore at such times
to be large buyers of bills. In the past, for the purpose of developing the bill
market, the Federal reserve bill rates have at times been more or less artificial
and has resulted in the reserve banks carrying an unusually large percentage in
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their portfolios of the total bills outstanding. We believe that the time is past for
any assistance of this kind to be given the market and that in the future Federal
reserve banks should maintain their rates at a point where they will be only mod-
erate buyers of bills except in cases of emergency.

Cleveland.—The buying rates of Federal reserve banks are usually above the
market rates for bills of the same class. With few exceptions, reserve banks.
purchase only 3-name paper, i. e., bills of a drawer or an acceptor which ostensibly
have circulated in the market and come to us bearing a banking indorsement.
These bills enjoy a preferential rate of one-eighth per cent in the market by
reason of the banking indorsement, as against the usual offerings of bill dealers
bearing only two names—drawer and acceptor.

The foreign demand for American bills and the employment of foreign balances.
in this country have been of such proportions as to be a predominating influence
in market rates for bills; accordingly, with such a demand the market rate can not
be considered as artificial or as determined by the buying rates of reserve banks.
Undoubtedly, the market when establishing ifs rates considers the factors which
may determine the buying rates of the Federal reserve banks at a future time.
The dealers want to be in position to supply their porfolios and making their
rates; they must consider such factors as the probable present and future supply
and demand and the probable course of the money market.

Dallas.—{a) It is the policy now of the reserve banks to establish their mini-
mum buying rates fractionally above the selling rates in the open market for
bills of similar maturities. This policy, no doubt, prevents the sale of acceptances
to the reserve banks except for the purpose of adjusting the selling bank’s position.

(b) The effect of this policy on the acceptance market is to limit the purchase
of acceptances to investment purposes only and to broaden the market and
discourage any tendency for the reserve banks to be the market themselves.

(¢) Only at times have we regarded the market rate on acceptances as an
artificial one, primarily determined by the buying rates of the reserve banks. At
such times this has come about by an overanxiety on the part of certain reserve
banks that sufficient bills would not be offered to them. However, when this
has oceurred the offering of bills to the dealers has so largely increased as to
bring about overpurchases, necessitating a change upward of Federal reserve
bank buying rates.

Kansas City.—The buying rates of the Federal reserve banks are, at times,
above the open-market rate on acceptances, as is the case at the present time.
When our rates are not above the open-market rates, they are at least no lower
than such rates, and we understand it to be the policy of the open-market com-~
mittee to refrain from purchases in the open market when the supply of bills can
be absorbed by commereial institutions. This being the case, we do not under-
stand that the market rate on acceptances has been an artificial one nor that it
has been primarily determined by the buying rates of the Federal reserve banks,
but, on the contrary, that the Federal reserve rate follows the market.

Minneapolis.—This question can only be answered by Federal reserve banks
in centers where the acceptance market is somewhat developed.

New York.—The effective buying rates of this bank are generally and normally
above the market rates. Lest there should be confusion in this regard it should
be understood that the market rates quoted in the newspapers and elsewhere
are the rates at which dealers will buy and offer for resale ordinary amounts of
prime bills as they come fresh into the market. At that time they ordinarily
are 2-name bills, that is, they bear the name of the drawer and the aeceptor.
The reserve bank buying rate applies to those bills after they have been ecircu-
lated in the market and have acquired a third name, i. e., & banking indorsement.
The value of that indorsement is recognized in the market usually at one-eighth
per cent per annum, sometimes more, so when the market offers to buy bills at
2 per cent discount and resell them at 1% per cent, that is a price for 2-name
paper; 3-name paper would be 1% per cent bid, 1% per cent agked. Thereserve
bank rate is normally at or above the bid rate for 2-name paper and almost always
above the rate asked in the market for 3-name paper. This has been the policy
since the inception of the American discount market.

The market rate on acceptances is not an artificial one in the sense that it is
primarily determined by the buying rates of the reserve banks. The rate at
which it is expected reserve banks might be willing to buy bills at a future time
doubtless is an element which the market considers in establishing its rates in
times of fairly tight money or when a rise in money rates generally is expected, but
the discount dealers’ buying rates depend more importantly upon supply and
demand, present and expected, and their view of the future course of rates; also,.
in times of easy money, upon the necessity of maintaining their portfolios at a.
reasonable volume so that they may supply their investing clients.
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Accompanying is a diagram showing, for the years 1927 to 1930, inclusive, the
relation of our minimum buying rates for indorsed 90-day bills to the rates at
which such bills were offered by dealers in the open market, from which it will
also b% seen that rate changes in the open market ordinarily precede changes in
our rates.

Philadelphia—In theory, probably correct, but not practicable in the present
artificial market. I do not believe it is posmble for the Federal reserve banks to
hold their buying rate above the market for acceptances for any length of time,
owing to the undue dependence upon the Federal reserve system for its support.
The market is too artificial at this time to attempt a change of this kind. The
Federal reserve buying rate has practically determined the market rate for bills,
and will continue to do so until we are able to develop a broader market.

Richmond.—(a¢) We think the dependence of the acceptance market on the
reserve banks would be lessened if the reserve banks’ buying rates were held
consistently above the market rate on acceptances.
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() It would make the market rate more self-sustaining, but what effect it
would have on the volume of aceeptances we are unable to say.

{¢) In our opinion, the market rate has been at times an artificial one because
of the buying rate of Federal reserve banks, but to what extent we are not pre-
pared to estimate.

St. Louts.—Their buying rates are not above the market. They have not led,
but instead have followed.

San Francisco—(a) Yes.

(b) A penalty rate would stimulate dealers in seeking a wider market and would
give accepting banks some incentive to support dealers who are merchandising
their (accepting banks’) products.

(¢) More than has been Niecessary during recent years.

13. Would you favor a change in the Federal reserve act limiting the accepting
of time bills of exchange on the part of member bank simply to those growing
out of bona fide shipments in foreign trade and to those made for the purpose of
creating dollar exchange?
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Atlanta.—It is our opinion that it would be very unwise to eliminate the right
to create acceptances for certain classes of domestic transactions. The use of
the acceptance has been a most economical and satisfactory method of financing
the domestie storage and shipment of goods preparatory to their export sale in
foreign markets.

Boston.—It would not seem desirable to ehange the Federal reserve act limiting
the accepting of time bills of exchange to those growing out of hona fide ship-
ments in foreign trade and to those made for the purpose of creating dollar ex-
change. We believe that the bankers’ acceptance has a very definite use (see
queston No. 6) and that it is highly desirable to promote the use of all classes of
bankers’ acceptances, rather than limit it to foreign trade or for the purpose of
creating dollar exchange.

Chicago—No. This would eliminate acceptances created for the domestic
storage and shipment of goods. While there may be some question as to the neces-
sity of making acceptances for domestic shipments of goods, as these tranasctions
could be easily handled by counter credits, the volume of such bills, however, is
relatively small, amounting to a little over 2 per cent of the total bills outstanding
as of November 30, 1929,

With regard to domestic acceptances, based on domestic warehouse credits,
we believe it essential that they should be continued, as they represent principally
the storage of agricultural products raised in this country and through the use of
acceptance credits the cost of carrying these produects is substantially reduced
and the benefit of this reduced cost of carrying is therefore reflected in a better
price to the producer. Furthermore, a substantial amount of these products are
exported under bankers’ acceptance credits and the financing of the storage of the
goods in this country should be on just as favorable a basis as the financing of
their export.

Cleveland.—No,

Dallas—We do not think such change would be of any special moment.

Kansas City.—No. We can see no reason for any such limitation.

Minneapolis—No.

New York.—Whatever might have been wise at the outset, we would not now
favor a change in the Federal reserve act to eliminate domestic warehouse credits
or domestic shipment credits. We believe that these credits have been developed
in recent years to serve a most useful purpose in this country and that, particu-
larly through the warehouse credit, the orderly marketing of our staple agricul-
tural products is now being greatly assisted. It seems obvious that anything
which tends to reduce the carrving charges on agricultural produects is advan-
tageous to all classes of our people, including the growers and handlers of agri-
cultural products. Through the warchouse acceptance credits and the dis-
count market the temporarily idle money of the entire world is available for
carrying our staple agricultural produets in warehouse pending their distribution
into the channels of consumption, and the availability of these moneys makes
for an ample supply at the lowest possible rates. Again, to make the increased
production of agricultural products dependent upon commeodity secured bank
loans, local and otherwise, would be, we believe, to place a serious and needless
additional burden upon agricultural interests as well as upon the eonsumers.
In spite of the relatively short experience of banks and bankers in the use of this
kind of acceptance credits, we feel that, on the whole, they are wisely, conserva-
tively, and helpfully ereated.

Philadelphia.—No. The domestic acceptance represents a distinct growth in
the self-liquidating paper of the country. It acts as an equalizer of money rates.
It renders a great economic service in this connection. It relieves financial
pressure in sections where seasonal demands might otherwise be heavy. In
other words, it provides a flexible source of eredit and stabilizes interest rates.

Richmond.—We doubt the advisability of such a change. We believe that
provision permitting acceptances against domestic shipment and storage un-
doubtedly increases the volume of funds available to the interior for agricultural
purposes.

St. Louts.—No.

San Francisco.—Would favor eliminating all forms of storage credits except
those arising out of the storage in United States of our major domestically raised
staples, such as cotton, grain, wool, tobacco, etc. Creating acceptances against
unsold merchandise of every kind which ean qualify under the definition of a
readily marketable staple fulfills no national demand and serves to open the
way to abuses. (See questionnaire No. 10, question No. 7), when banks find
giﬂ‘iculty in keeping their borrowings at the Federal reserve bank within proper

ounds. "
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14, Append a digest of the laws of those States included within your district
respecting the acceptance powers of State bauks, the limitations on the amount
of acceptances which State banks may discount, and the provisions of any State
law permitting acceptance banks of the type permitted by the provisions of the
Edge Act. (See appendix.)

15. Append by countries, as of the last reporting date in each month since
January, 1922, data on the volume of bills held purchased for foreign account.

Atlanta.—The Federal Reserve Bank of New York will submit system totals
for bills held purchased, for foreign account, in which the Federal Reserve Bank
of Atlanta participated, according to the percentages as shown below:

Percentage partictpation for the years 1922 through 1930, Federal Reserve Bank of

Atlanta
Per cent Per cent
1922 . 3.6 1927 4.0
1923 . 4.1 411928 . ___. 4.2
1924 .- 4.4 11929, ... 3.9
19256 o ___ 4.1 1930 . 3.6
1926 4.0

Boston.—Detailed accounts representing the volume of bills purchased for
““Foreign accounts’ are maintained by the Federal Reserve Bank of New York.
The Federal Reserve Bank of Boston paiticipates in the aggregate amount of these
transactions only in accordance with its participating ratio as indicated below:

Percentage of participating ratio of Federal Reserve Bank of Boston, bills purchased
“ Foreign accounts”’

Per cent Per cent
1922 - 7.3 | 1927 _ . 7.5
19231 . 7.5 1928 .. 7.5
1926 o ___ 7.4 11929 .. 7.4
1926 . 7.6 11930 .. 7.4

Chicago.—All purchases of bills for foreign account are made by the Fedelal
Reserve Bank of New York and are pro rated to all other Federal reserve banks.
This bank has always taken its pro rata share of sueh purchases. The New
York bank therefore can furnish the information required.

Cleveland.—This information is available at the Federal Reserve Bank of
New York. We only participate in the guarantee of the bills. Following are
the percentages of participation in purchases of foreign bills since 1926:

Per cent Per cent
1926 __._ 10,7 [ 1929 _ .. 10. 2
1927 . 10.6 | 1930 . 10. 0
1928 e 10.4 | 1931 . 10. 1

Dallas.—We are advised by the Federal Reserve Bank of New York that in-
asmuch as all bills of this class which have been purchased for foreign account
are held by the Federal Reserve Bank of New York, the details requested are
being furnished by that bank, and we are therefore merely furnishing a state-
ment of our percentages of participation.

Percentage of participation of the Federal Reserve Bank of Dallas in foreign accounts

Per cent Per cent
1922 ___ 2.6 1927 . 3.5
1923 . o ___ 3.6 1928 ___ . __ 3.5
1924 . 3.8 11929 __ .. 3.3
1925 . 3.5 11930 ______ o _____ 3
1926 .- 3.5

Kansas City—These statistics should be furnished by open-market committee
for all Federal reserve banks.

Minneapolis.—Since this bank merely enjoys a participation in the earnings
and accepts g participation in the contingent liability arising from bills purchased
for foreign account by the New York Federal Reserve Bank, this table can only
be submitted by the New York reserve bank for the system as a whole.

New York.—(Data not supplied.)

! Up to June 15, 1923, only. Did not participate during 1924. Beginning Apr. 16, 1925,
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Philadelphia.—The purchase of bills for foreign accounts is handled by the
Federal Reserve Bank of New York, and it is our understanding that they will
cover this question in their report.

Richmond.—This bank has only a voluntary participation in such bills, pur-
chased for system account by the Federal Reserve Bank of New York, which
bank will, doubtless, furnish this information.

Our percentage of participation has been as follows:

Per cent Per cent
1922 L 4.9 ) 1927 o 5.2
1923 . e b2 | 1928, - 5.1
1924 5.7 1928 o ____. 4.6
1925 . e 5.8 11980, & oo ___ 4.2
1926 . 5.3

St. Louts.—The Federal Reserve Bank of New York, we understand, is report-
ing total for the system. Our participation was:

Per cent Per cent
1922 L ___ 4.7 1827 .. 4.3
1928 .. 4.4 | 1928 . 43
1924 . e 4.9 | 1929 oo 4
1925 . 46 11930, . _____ 3.6
1926 o _. 11. 3

San Francisco.—This information will be furnished by New York. Therefore,
we shall not duplicate unless it is desired.

16. Is the buying rate on bills bought for foreign account lower than that on
bills bought for own account? Are bills purchased for foreign account acquired
solely from dealers? If the bulk of bills purchased for foreign account is acquired
from dealers, state the reason for this practice.

Atlantq.—This information is to be supplied for all districts by the Federal
Reserve Bank of New York report on Questionnaire No. 10.

Boston.—As all the details pertaining to this question are maintained by the
Federal Reserve Bank of New York for the “system,” we are unable to supply
the information requested.

Chicago.—See answer to No. 15.

Cleveland.—This information is not obtainable here. It may be obtained from
the Federal Reserve Bank of New York.

Dallas.—All purchases are made by the Federal Reserve Bank of New York.

Kansas City.—Refer to Federal Reserve Bank of New York, which acts as
buying agent and which maintains detailed records in connection with these
transactions.

Minneapolis.—This question can only be answered by the Federal Reserve
Bank of New York.

New York.—The rates which we have to pay for bills bought for foreign account
are ordinarily somewhat below the rates paid on bills of similar maturities bought
for our own account. That is because, when acting for foreign banks, we are
seeking to buy bills, and have to pay the price demanded in the market to acquire
them, whereas we do not seek bills bought for our own account; they are offered
to us by the holders desirous of selling them to us at our rates. Bills purchased
for foreign account are bought almost entirely from dealers. The principal
reasons for that fact are that the available supply is with dealers and that many
banks do not care to have their indorsement outstanding except to Federal reserve
banks and that national banks are precluded by law from incurring indorser’s
liability to the extent that would be necessary if they sold to us in substantial
amounts for account of foreign banks. Their indorser’s liability on notes or bills
discounted with or sold to Federal reserve banks is an exception from the limi-
tations of section 5202, Revised Statutes, but their liability as indorsers on bills
sold to foreign banks or to any one other than a Federal reserve bank falls within
the limitations of that seetion. Also, in the intferests of maintaining a broad
and stable discount market, it is believed that investment demand should be
supplied through dealers who principally make the market.

Philadelphia.—Same answer as 15.

Richmond.—See answer to 15.

St. Louis.—All bills bought for foreign account in which we participate in any
way are handled by the Federal Reserve Bank of New York.

San Francisco.——This question has been left for the Federal Reserve Bank of
New York to answer beecause no bills for foreign account have been purchased
in the twelfth distriet, and, as far as it is known, bills are acquired in New York
exclusively.
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17. What is the rate of commission that the reserve banks receive for indorsing
the bills purchased for foreign aecount? Are all such bills indorsed? Is the
indorsement placed on each bill or is the indorsement in the nature of a blanket
agreement with the foreign clients for which the purchases are made?

Atlante.—This information is to be supplied for all districts by the Federal
Reserve Bank of New York report on questionnaire No. 10.

Boston.—As all the details pertaining to this question are maintained by the
Federal Reserve Bank of New York for the *“System,’” we are unable to supply
the information requested.

Chicago.—See answer to No. 15,

Cleveland.—One-eighth per cent for guaranteeing the bills.

Dallas.—All arrangements of this character are made by the Federal Reserve
Bank of New York. We do not indorse the hills, but merely participate in the
Tiability of guaranty to repurchase before maturity according to our percentage
-of allotment of bills purchased.

Kansas City—Rate of commission determined by separate agreement in each
‘instance. Bills are not indorsed but are guaranteed by Federal reserve banks
under a blanket agreement. Details can be obtfained from Federal Reserve
‘Bank of New York, which handles these transactions for the system, or from the
‘Federal Reserve Board.

Minneapolis.—This question can only be answered by the Federal Reserve
Bank of New York.

New York.—The commission charged by the reserve banks on bills bought for
foreign account is one-eighth of 1 per cent per annum. The bills are not indorsed
by any reserve bank but the reserve banks assume liability for their payment at
maturity.

Philadelphia.—Commission charged, one-eighth of 1 per eent. These bills
are not indorsed by the Federal reserve banks but there is a blanket agreement in
which Federal reserve banks agree to buy these bills at any time.

Richmond.—See answer to 15.

St. Louis.—Bills are not indorsed by Federal reserve bank. For purchases of
‘bankers’ acceptances with guarantee of payment at maturity and agreement to
buy back at time of maturity, the commission is one-eighth of 1 per cent per
annum on the face amount. For the purchase of bankers’ acceptances without
;guarantee of payment or agreement to buy baek, the charge is one-sixteenth of
1 per cent per annum on the face amount.

San Francisco—Commission one-eighth of 1 per cent. Bills are not manually
‘indorsed. Indorsement is in the form of a written guarantee.

18. Append statistics on the volume of bills in your portfolio that have been
purchased loeally from dealers, that have been purchased locally from accepting
banks, that have been purchased locally from other sources, and that have been
.acquired through the open-market investment committee, for the last reporting
date of each month from January, 1922,
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Atlanta.—

Volume of bills in our portfolio that have been purchased locally from dealers, locally
from accepting banks, locally from other sources, and thet have been acquired
through the open-market investment committee for the last reporting date of each
month from January, 1922

Open- ! Open-

Locally | Locally . 1 Locally | Locally

Month from ac-| {from I&:ﬁ%_t Special 1 pr onth from ae-) from ﬁﬁg:%f Special

- cepting | other ment éom- purchases cepting | other ment E‘orr- purchases
banks | sources | icioe banks | sources | ideo ’

Jan____._. $140, 475($1,870,382) | oememaao-

$107, 085:$1, 578, 929:$8, 205. 760:$9, 002, 879
74,040 1,142 880;

179,045 3, 291, 2451 6, 859. 975

.- -  81L 116

173,130) 4,750,123 ... [ ___ .....
500, 651)11, 818, 147 _
563, 250| 8, 285, 711
200, 045 7, 644, 574

541,821/ 3, 148, 148| 5, 510, 948
347,345 2,530, 415| 6, 451, 515
292, 827| 3,776, 856, 3, 671, 199:
201, 753| 4, 107, 133 4, 753, 203!
388, 652' 2, 687, 695/ 4, 648, 529
292, 593 2, 886, 214/ 5, 001, 255

76, 797: 1,687, 440] 3, 210, 354
214, 056; 1, 219, 949! 3, 979, 714
558, 000] 1,368,525 444, 573
253, 570{ 1,357,054 ...
106, 363| 5,987, 442 _ .-

25, 980| 2, 070, 010 , 429,948 3,851,228 7, 115, 232| 6, 343, 031
838, 020 \ 442,820, 4 695, 044. 5,991, 820! 3, 210, 043
466, 583|_ i 502, 014| 4,059, 310; 6, 654, 408|

792, 476 |

497, 1881 i

]

1,946, 313

290, 300 2, 646, 515| $917,563| 660, 856

.--| 2,873,406] 3,300,455 341,314
3, 281,773118,025, 714 999, 451
2,053, 714712, 260,372 127,331

-| 1,622,942] 3,502,897 ... .. 60, 532( 6,140,212 _._._._._.
-] 1,601,835 221, 626
.| 1,858,288 523,677 ¢
.| 2,468,872 242,375
4, 555, 650] - 560, 960 126, 890; 1,911, 204 8, 421, 881,
246 5311 5, 492 875 1,484, 088 70,878 1,572, 831| 4,276, 653
462 435 6,885, 143|- 1, 051, 683 25,173} 1,233,729 9,193,131
_________ 6,651, 284 1,325, 019 362, 502! 1,074, 423,10, 276, 541
374,046/ 1,317, 605; 5, 235, 794
345, 650( 1,108, 665i 4,350, 819, _
8,279, T3 e -eo 737, 956 222,812)  438,008! 7,122, 659.

5,657,093 1,207,666) 575,264
4, 589, 855] 1,623,806 644,024
3,485,444 ... 655, 115

175,040 605, 354/ 4, 356, 769
380,969. 603,301 9,498, 274
563, 940 1, 318, 664,14, 076, 692;_
185,030 1,470, 68910, 488, 208'_
256,120. 2, 153, 814,13, 426, 279

1, 156, 429

IR A A A
-
=)
St
(=1
©
S

780, 168
2,080, 307
5,025, 965 150, 040 2, 954,392 6,563,573 ____..___
6, 546, 791 110, 688) 2,962,791, 3,845,882 __________

_________ 7,377, 570 191,772 3,904, 585; 3,535,352' ________.
146, 538| 4, 134, 610, 2, 587, 714’
114, 054| 4, 966, 958| 2, 897, 898
336 902 4, 033, 492) 1, 873, 972;

do, 317| 4,037,881 634,629
255,057: 5,326, 242| 1, 648, 457
944,150 7,437, 897) 7, 213, 575

2,082,664 8,001, 21110, 628, 688:
969, 164 6, 223, 8711 1,001, 552

1, 177 297} 7,719, 607| 6,672,265 415, 598

277,987 3,440, 766~ .-
1,469, 960| 5, 246, 459
00, 370! 8, 140, 137
734, 062 3, 222. 345
625,090| 5,401, 639
411,773} 3,577,081
274, 914} 6, 519, 756
616, 323| 7, 261, 130

246, 313

Sept.. 732,221/ 1,100, 106| 8, 380, 921

Oct._. 971, 355! 2, 913, 468136, 732, 870 Jan.__._.._ 628,176/ 4, 226,128 8, 452, 160! 1, 264, 033
Nov_. 1 642,379 3,827, 418/35, 508, 087 Feb_____. 168,419 2,756,633 15,537,152' _______..
Dec_____. 754, 847) 3, 597, 26540, 804, 594 84, 480| 1,428,256 6,164,152 2, 518,190

46,056 876, 888 13, 052, 554, 7, 932, 219
706, 064! 7, 302, 414
399, 087| 4, 130, 957
465, 681! 8, 120, 860
523,253 6,551, 886
1,184, 638: 7,049, 885: 476, 178
1,298, 5271 7, 445, 2581 862, 232
6,842} 4,530, 874|_________
1,769, 543 12, 609,002 154, 93

3,991,329 5,396, 856 ... ...
3,325,393’ 3, 113, 856
2379, 236 2, 242,811
1,627, 866| 5, 606, 583|16, 032, 542
5 1) 108, 675 7, 223, 747| 5, 005, 698
644, 178 6, 667, 472110, 775, 976 B
868, 310| 6. 463, 740| 7, 745, 173 | Dee_ .. 4,042, 933

1 $17,829 purchased locally from dealers.
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Boston.—
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Statistics on the volume of bills in our portfolio that have been purchased locally from
dealers, that have been purchased locally from accepting banks, and that have been
acquired through the open-market investment commitiee, for the last reporting
date of eachlmonth from January, 1922

[000 omitted]

Volume of acceptances purchased by months

Holdings on last
report date

Purchased from dealers Achuired
rom ,
Date open- Total
From | paret | POl
. Agree- | Outright accepting invest- chased Date | Amount
Outright ent (not banks ment for
(ocall | (local) | Ilocal) commit- | Tmonth
tee
1922

.............. $320 | $12,214 $1,3:2 | $14,527 | Jan. 25 89,473
- 1, 548 11,524 3,473 | 19,835 | Feb, 21 12,611
- 649 10, 837 1,402 |- 12,878 | Mar. 29 11, 543
- 1, 543 13, 505 580 |. 15,628 | Apr. 26 9, 882
- 1,428 3,933 |- 22,608 | May 31 10, 783
- 2,269 11,264 | 30,023 | June 28 24, 206
- 76 352 | 14,342 | July 26 19,138
- 486 5,321 |- 23,602 | Aug. 30 11,193
September_ - 2, 826 8,762 |_ 23,227 | Sept. 27 15, 857
Qctober..__ - 3,139 9,804 |_ 27,097 § Oet. 25 26, 299
November. - 2, 220 6,214 | 29,468 | Nov. 29 28, 831
December........___. 1,958 6,580 | . ... 28,186 | Dec. 27 25, 706
- 945 18,639 |.____.___. 14, 851
- 3,780 16, 408 500 12, 546
_ 5, 383 19, 33¢ 17,482
- 5, 587 12,438 20,979
- 2,076 14,136 21,025
1 3,764 19,222 18, 564
- 678 16,157 16, 512
- 1,414 11,225 10,126
- 1,323 10, 818 8,165
- 1, 886 17,709 . 14,454
November_ - 3,839 21, 874 6,234 | $10,090 43 982 | Nov. 27 30, 131
December.... ... 1,165 23, 212 6,219 4,140 34,736 | Dec, 24 33,078
2,034 18,891 4,203 30,791 | Jan. 29 24,952
2, 202 14, 266 2,471 24,788 | Feb. 26 24, 462
1,370 14, 823 3,282 22,090 { Mar. 25 19, 519
1, 562 15, 841 2,647 21,177 | Apr. 29 11, 479
2,068 6,024 |...._.__._| 800 |._____.___ 8,892 | May 27 5,812
354 2,050 672 3,201 | June 24 1,991
3,339 5, 956 621 9,916 | July 29 2,602
1,449 2,410 406 5,740 | Aug. 26 4, 539
3, 267 6, 162 1, 696 12,266 | Sept. 30 9, 069
5, 405 12,293 689 27,221 { Oct. 28 20, 405
November._ 18, 039 19, 034 1, 508 49,180 { Nov. 25 39,046
December. . __...__.. 17,457 13,870 427 44,236 | Dec. 30 59,423
______________ 2,613 5,985 45, 406
_ 10, 363 9, 503 41,961
- 16, 275 14,218 41,002
- 2, 849 15, 909 32, 993
- 7,940 13,401 37,422
- 7,697 15,104 32,605
- 10, 653 10,823 31,513
6,319 8,308 27, 600
- 9,227 5,867 49, 246
2| 15,169 13,712 64, 770
. 23,062 5,455 85, 992
____________ 17,001 17,096 81,381
.............. 8, 365 Jan. 27 82, 789
- 6,777 Feb, 24 47,318
- 5,087 Mar. 31 43, 664
- 7, Apr. 28 18, 879
o 12,734 May 26 22, 220
412,202 June 30 29,731
__________________ 15,386 July 28 18, 577
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Statistics on the volume of bills in our portfolio that have been purchased locally from:
dealers, that have been purchased locally from accepting banks, and that have been
acquired through the open-market imvestment commitiee, for the last reporting
date of each month from January, 1922—Continued

Holdings on last

Volume of acceptances purchased by months report date

Purchased from dealers \Acquired
Date o | Total
copting| TaTket | B b | Amount
. .14 | Bccepting| X v | chase ate moun
Outright é&;ﬁ? Ou&ré%ht banks nllnvee;‘i:: for
(ocal) | (ocal) | local) commit- | menth
tee

$17,893
17, 534

$42,811 | Aug. 25 $17, 444

$14,067 | $10,851
6,877 37,132 | Sept. 20 | 26,308

October. 11,116 10,305 31,796 63,217 | Oect. 27 34, 206
November. 8,022 12, 740 17,219 37,991 | Nov. 24 32,741
December. 8,301 30, 457 23,132 61,8900 | Dee. 29 47, 306
.............. 3,381 11,297 100 43,992 | Jan, 26 41,477

- 7,739 16,870 | —cooooo 58,490 | Feb. 23 46, 038

. 6,789 7L I 48,166 | Mar. 30 27, 573

R 6, 550 7,298 350 37,284 | Apr. 27 25,114

- 6, 855 7,048 700 45,045 | May 25 25,837

- 9, 242 10,577 |occenmano- 47,798 | June 29 16, 920

- 5, 849 L, 421 | . , 004 | July 27 13, 785

- 3,844 1,139 2,335 36,936 | Aug. 31 18, 446

- 8,315 11,128 |ceooemeeae 47,001 | Sept. 28 2,319

| 11,507 - 58,945 | Oct. 26 32, 688

- 10, 465 16, 585 §.uooree - 55,690 [ Nov. 30 39, 021

............ , 386 9,131 4, 000 45,853 | Dec. 28 48,738
.............. 14,740 15,738 - eevaman| 69,603 [ Jan, 25 42,773

- 9, 867 , 0680 |- ccmeman 36,762 [ Feb. 29 39, 505

- 16, 955 729 |ocooaon 59,770 | Mar. 28 49, 243

- 18,830 45,938 |._cmemaaan 97,112 | Apr. 25 50, 926

. 16,771 , 307 |amceeeee 50, May 29 41,355

17867 6,224 |- , June 27 37,288

- 25,119 4, 547 oo 58,949 | July 25 19, 240

- 19, 400 4,666 [ aeooa | 45,435 | Aug. 29 19, 009

.| 10,672 8,608 {.eomaaao 39,616 | Sept. 26 21,422

- 12,821 16,620 {.ooaceaaao 81,177 | Oct. 31 43, 895

November. - 7, 895 29,879 Joceeeee 85,104 | Nov. 28 49,188
December—..._._._._.. 22,189 23,150 | . ... 73,165 | Dee. 26 49,284
.............. 12,420 73,017 | Jan, 30 63, 180
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Chicago.—
Volume of bills held
[000 omitted]
Open Open
Pur- Pur-

chases market | pocole chases market | pocole
Date from dIf;:\(l)g:s “ggﬁg‘ agree- Date from dje‘fz(l)é?s url,;'eegg- agree-
mermber| com- ment member com ment

banks banks orl-

mittee mittee

$663 | $3,884 ¢ $13,727 | $2,059
3,390 | 3,501 12,438 L717
1,562 | 2.836 17,426 1.782
1,166 | 2,777 18,214 4,172
2,026 ¢ 2,164 16,713 2,913
5.826 | 3.0567 17, 068 4, 596

1,807 | 3,520 14,398 2, 669
4,436 | 1,538 13,365 4,380
7,905 [ 2,018 11, 269 4,210
3,858 [ 1,388 13,672 4,344
2,863 | 2,714 13, 343 3,524
8,408 | 2,780 11,219 2,400
4,244 | 2,051 8, 657 1,867
2,597 | 1,983 7,993 3,815

3, 22,402 | 2,047
3,408 | 925,752 | 2,721
4,225 | 6,556 | 2,904
3,769 | 12,832 | 3,5%
8201 | 1,433 2221
3,470 | 17,764 | 3,105
1,436 | 2,651 1,505

3,029 | 1879 | 3457
2845 | 11,810 | 2693
5.678 | 7.364 | 3,918

5,452 16,716 6, 283
2,885 10, 404 2,927

2,694 4,240 4,257
1,868 14,913 4,000
3,039 28,863 367
1,334 574 1,708
1,283 10, 763 5,232

3,049 | 23,279 | 1,876
28, 200
1,780 8,042 1 4,112

3,081 | 17,222 8
893 | 13,513 | 2,525 574 | 12,831 | 1,731
1,258 | 11,569 | 1,113 417 | 14,943 6

1,065 14,473 2,111
2, 548 15, 851 4,427 || NOV. 26-acmaemnfcecaeaas 1,141 9, 903 751
4,705 16, 575 2,757 16,856 | 2133 29, 658 2,488
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Cleveland.—The data on the sehedule do not answer the specific question asked.
Our records are not set up so that the information requested could readily be ob-
tained. Thefollowing scheduleisa statement of holdings on given dates, together
with additions thereto from the various sources during the various months:

Total bills held on last report date

7
Allotted by Purchased I Acquired .
Date Held open market | from fourth : otherwise fﬁ)cglgtrggr éﬁgﬁhi‘g&
investment district from fourth Federals acquired
committee members district quire
1922 !
January_ ... $4, 262, 738. 30 | $2, 000, 467.37 $10, 000. 00 [$1, 297, 120. 64 $3, 307, 588, 61
February 2,807,999.44 | 2,763,801.12 |______________ 1, 030, 805. 83 1 3,794, 606.95
March.._ 3,140,795, 07 | 2,767, 320. 51 25,000. 00 | 1,085,434.42 i 8,877,754.93
April__. 2,010,618.89 | 1,042,319.29 35, 000. 00 614, 576. 52 1,691,895, 81
May. 2| 6,610,106.99 | 5723,097.2L | 300,000.00 | 276,813 26 $3,786,200. 10| 10,087, 010. 57
June. 16,716,083.88 | 4,648,014.72 88 210,38 336, 388.69 | 5,012,646, 04 | 10, 085, 259,83
July.... 26,328,324,.52 | 6,379,408.53 | _____._____. 306, 517. 70 9 998 446. 52 ; 16, 684, 367. 75
August__ 28,958,954.91 | 7,865, 401.60 254,977.32 135,812.20 | 8, 773 398.85 | i 17,029, 589,97
September. 37, 524, 685,83 | 10, 618, 457.73 116,193. 15 158, 052, 51 9 197 840.20 : i 20, 090, 543, 59
October... 83,158,334.21 | 9,702,176.11 410, 358.32 371,734.20 6 239 403.69 © 16,723, 672, 32
November. 53, 150, 892. 87 | 24, 612, 200. 38 279, 416. 80 225,429, 64 7, 047, 335.48 | 32, 164, 385. 30
December.....__ 50,907, 018.1% | 9, 651, 805.65 208,919. 04 119, 287.26 | 3,406,845.15 i 13,476,867.10
1923
January_...___.. 41, 500, 576.61 | 9,811, 181.68 550, 638. 83 264,300. 4 |. 10, 626, 129. 75
February 30, 599, 146. 48 | 17,744, 361. 38 | 4, 348.015.90 627,895, 81 [ 22,720,273.19
March_.. 50,421, 527.14 | 31,088, 127.98 | 1,954, 563. 63 198, 169. 53 |. 33, 241, 861. 14
April.__ 47,110.570.92 | 12,537,652.16 | 1,927,426.02 | 157,770, 24 14 b22 848,42
May. 37, 552,995.45 | 7,126,857.87 | 2,181, 309. 00 193, 276. 98 9, 501, 443. 85
June_ 27,591,2806.05 | 6,960, 357.97 336, 899. 70 28,916.30 | 1,779,491.18 | @, 103, 665, 15
July.._. 26, 643, 328.23 | 10, 603, 613. 32 858,952.83 | 1171,900.00 | 5,016, 560.8@ | 16,712, 027.04
August. . 42,704, 120. 26 | 24, 856, 377. 64 719,461, 34 193,700.00 |._______-.___ 20, 769 538.98
September 32,610,002.77 | 4,8%3,431.59 651, 235.36 101, 000. 00 . 5, 635, 666. 95
October____ 28,715,860.49 | 16,154,413.84 719,864, 70 16,874, 278. 54

November. 29,944, 423. 36 | 11,832, 033. 80 792, 510. 36
December.______ 39, 809, 223. 51 | 25, 516, 755, 77 620, 606. 52

1924

12, 624, 544. 16
26,137, 362. 29

January......_. 41,414,869.40 | 13,765,906.68 | 600, 000. 19 14, 365, 906. 87
February 33,036, 214. 29 | 9, 248, 579.65 | 1,349, 273.06 10, 597, 852. 71
March. .. 20, 613, 635,61 | 7,038,304.85 | 314, 657. 32 8, 303, 052. 17
April. 13,671, 535.50 | 4,173,705.26 | 1,393, 102. 09 5, 566, 807. 35
May. 7,556,004, 16 | 1,867,211.91 { 375, 2, 242, 475. 61
June. 4,414,975.18 | 3,231,943, 68 3,231, 943. 68

July.. 1,685,008.03 |  837.303.95 | 551,713.29 |- 1,389, 017. 24
August____. 033,215.73 |  879,794.66 |  272,925.94 1,152, 720, 60
September. 8,301,162, 41 : 4,966, 095.79 | 3,090, 702, 37 8, 056, 708, 16
October_____ 18, 247,342, 42 ' 15, 030, 756.91 | 1,908, 511. 63 16,939, 258, 54
November._._..| 25, 886,867.19 | 17,072, 172.79 | 2,207, 987. 38 19, 250, 160, 18
December_.._- - 41,217,174.99 | 20,885, 271. 46 | 4, 055, 598. 59 24,943, 870, 05
1925
January.. ... 37,962,952.99 | 12,379,602.72 | 1,722,612.48 [.____________ | ._._.__._._.__ 14,102, 215. 21
34,104, 702. 04 | 10, 755, 954.84 | 4, 176, 218.37 | # 150, 000,00 |- .- 15,082, 173. 21
30,912, 895. 54 | 11,465, 535.40 | 4,367,380.89 |- i _____T7777 15,832, 915. 70
24, 589, 627.08 | 4,909, 603.64 | 2,343, 961. 96 7, 253, 585, 60
24,871,934 54 | 13,102, 230.52 | 2,080,099, 12 |77 15, 182, 320. 64
90, 526, 302. 87 | 7, 233,755.43 | 3,952, 602. 67 ~| 11, 186, 358. 10
17,148,026.33 | 4,936, 188.10 | 2,800,064.38 | 290, 000. 00 7,896, 252. 48
18,350,934.13 | 6,124,092.34 | 5,800, 850.32 | 267,481.31 | Zi 12,061, 438,97
September. 18,681,835.07 | 7,137,357.62 | 2,7 J T9877,124.10
October..._. 13,628,861.07 | 2, 181,831.82 | 2, 549, 236,97 I 4,731,068.79

November. .| 1,704, 938. 62 I 1,704,938, 62

9, 645, 272, 55
744,242.87 - 744, 242. 87

4,998, 646, 43

12,170,720.88 | 8,343,199.62
18,024,721, 18 | 8,552,394, 44

?, 596,662.37 | o aeean 1,163, 270.88 | 12,103, 132.87

21, 023 314.57 | 7,084,852, 86 f
»

3,

758,232.51 | 11,193, 698. 35
-| 11,137,421.46
12,979, 536. 82
16, 603, 456. 65
13,714,713.03

18 702,391.71 | 11,339, 628,07
21, 009, 088. 61 | 13,239, 176.93 3 3 - .-
22,598, 645.86 { 9,158,581.41 | 4,456,131, 62 T 1006, 000, 00

21,346,407.05 | 7,718,738.90 | 2, 649,297.22 _.--|'3,613,792792 " 13,981,829.04
August..._....._ 26, 483, 743. 92 11 368, 342. 56 3 318 732.63 |- , O i 16,687, 056.87
September_.___. 26, 609, 953, 57 9 338,815.19 2, 181, 110.55 | 6, ; 14,171, 100. 63
October_____.... 28, 148,390. 19 11 281,790.39 | 1,664, 143.53 | 16,046, 714. 53
November_..___ 30, 602, 889, 90 10, 531, 931.43 ! 2,330, 190. 64 17,062, 355, 41

December..__... 34, 487 714.57 | 11,922,709.10 | 3,218,768.18 | % 236,000, 00 ,890 105.32 18, 267, 582. 60

1 $125,000 of this amount bought from outside dealers.
* This amount bought from outside dealer,
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Total bills held on last report date—Continued

891

Allotted by Purchased Acquired f
Date Held open market | from fourth otherwise fﬁ)crglgggdr ’I}‘lotaldpur(i
investment district from fourth Fed le chased aa
committee members district erals acquire
1927 |‘
January.__._.___ $27, 902, 670. 22 1$11, 545, 225.67 ($2,911,420.67 | _.___________ $l 400, 047. 15 |$15, 856, 693. 49

August___

September .
October___.
November .
December._.___ ..

November._
December_._____

September..
October._..
November.
December.._.....

1930

September
October_._.
November.

December____._. :

29, 950, 899. 90
20, 663, 052. 35
20, 195, 761. 51
17, 850, 610. 56
19, 862, 383. 99
16, 535, 827. 62
11, 435, 654. 51
17, 003, 619, 32
19, 529, 999. 99
17,097, 758. 70
19, 794, 244. 66

26, 947, 091, 03
28, 059, 022. 57
30, 905, 095. 25
33, 114, 636. 08
27, 621, 505. 38
23, 459, 397, 64
18,796, 615. 56
19, 724, 082. 77
24, 057, 920. 72
41, 531, 324. 60
54, 804, 959, 24
51, 698, 669. 62

39, 995, 313, 67
32, 418, 166. 65
23, 377,759, 65
15,726, 110. 58
9,920, 702. 20
6,888, 844. 94
3, 690, 610. 71
5,239, 786. 46
16, 149, 899, 54
40, 460, 782. 49
34, 070, 354. 69
24, 654, 372, 97

22,025, 707. 8¢
33, 646, 067, 31
19, 050, 851, 71
19, 611, 258. 25
11,131, 867. 34

8, 669, 534. 03
13, 250, 623. 13
15, 543, 881. 37
22, 506, 847. 04
20, 556, 565. 48
17, 687, 202, 45
25,931, 375. 71

11,125, 931. 12
7,286, 665, 43
11, 510, 719. 15
§, 942, 203. 93
9, 300, 094. 99
5,679, 266. 77
5, 603, 690. 87
8, 633, 922. 21
9, 626, 019, 55
8, 880, 058. 13
9, 437, 502 33

19, 287, 274. 11
7,341, 056. 28
12,747, 119, 68
14, 844, 017. 87
12, 082, 710, 43
5,297, 311. 93
6, 018, 258. 45
6,322, 640, 54
14, 966, 864, 23
21, 362, 537. 86
17,797, 460. 37
19, 896, 584. 05

11,897, 182. 35
7,936, 008. 15
10, 075, 276. 19
6,861, 445. 11
6,272, 026. 76
3,021, 602. 86
1, 565, 960, 70
3, 601, 252, 35
15, 560, 792. 46
23, 376, 804. 89
2,237, 035. 11
12, 954, 201. 18

16, 657, 008. 66

21,867, 597.42 |

6,933, 744.43

14,974,087, 16 -

5,712, 949. 09

3,991, 714. 08
12, 941, 690, 47
12, 115, 302. 95
11, 195, 281. 98
12, 545, 201. 29

7,583, 631. 70
21, 883, 638, 13

7,940, 613. 15
4,952, 443. 71
4,230, 873. 21
4,429, 286, 30
4,193, 083. 41

3, 187, 628. 27

2,
6, 552, 031, 87
, 410, 097. 10
. 847, 645, 88
. 036, 178, 67
" 426, 103. 88
777, 076, 58
954, 721. 56

2,726, 531. 08
256, 169. 00

2,300,772. 10
2,032, 847. 55
4,214, 524. 29

761, 508. 20
1, 141, 149. 69

232, 603. 16

1,809, 059. 50 |
2, 708, 762. 81 |

3, 823, 064.90 !
688, 424.80 1.

2,203, 588. 82 |
1,843,330.04 .

1,274,524, 59 |
1,773, 500,24 :

| 2,000, 057. 89
3 500 306. 02
o 3, 0(]0, 628. 37

)

19, 066, 544, 27
12, 239, 109. 14
15,741, 592, 36
14, 371, 490. 32
13,993, 178, 40

8, 588, 326. 27

8,312,453.68
11, 821, 550. 48
14, 349, 084. 45
12, 668, 482, 93
15, 989, 534. 20

26, 197, 397. 05
12, 188, 702. 16
19, 783, 208. 35
26, 070, 280, 19
15, 359, 848. 58
10, 552, 101, 39
11,056, 126, 02
12, 434, 659, 60
20, 094, 920. 78
25,669, 812, 83
93, 577, 973, 44
20, 152, 753.05

14,197, 954. 45
9, 968, 855. 70
14, 541, 277. 86
9, 155, 033. 93
7,033, 534. 96
4,864, 932. 90
1, 565, 960. 70
4,742, 402. 04
16, 835, 317. 05
25, 150, 305. 13
2, 469, 638. 27
12, 954, 201. 18

16, 657, 008. 66

14,974, 087. 16
5, 712 949. 09
3, 991, 714,08
12,941, 690. 47
12, 115, 302. 95
11, 195, 281, 98

-| 12, 545, 201. 29

7,583, 631.70
21, 883, 658. 13

2 This amount bought from outside dealer.

Dallas.—We have never extended the balances of bills held in our portfolio in

the manner which the question suggests.

We can probably readily give the

total amount of acceptances purchased in any given period and separately the
amount purchased through the sytem or from member banks and dealers in this

district.

If this information is vital for your purposes, we could undertake,

within say 30 days, to compile the information by reconstructing our records in

order to obtain it, and will gladly do so if you desire.

We are, ho

delaying the transmission of our other answers in order to do so.
34718—31—p1 6——13
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Kansas City.—

Volume of bills in the porifolio of the Federal Reserve Bank of Kansas City on the
last reporting date of each month from January, 1922, to December, 1930

Acceptances A coants Acceptances
Accepﬁan%es Acceptances, purghascd Acgﬁ?ﬁ:?&fs ‘\'ﬁfgﬁigggs purchased
purﬁ arse purchased | through open- Dat l(?calllv from lopcall ‘(from through open-
Date | Joca ytArom locally from| market in- ate aecentin ot%mr market in-
agoephng other vestment oppe soviress vestment
banks sources committee 200 * committee
1922 1926 .
Jan. 31| . $61, 485. 83 July 3L | L $12, 553, 405. 65
Feb. 28.__ -| 46, 500.00 |. 1{2, 894, 270. 90
Mar. 31._ 29, 000. 00 15, 155, 257. 67
Apr. 30._ 39, 000. 00 17, 883, 830. 92
May 31.. 35, 000. 00 . 17, 220, 165, 47
June 30 5, 000. 00 Dec. 3l .| . e 18, 294, 960. 03
July 31 | i
Aug. 31__ 75, 000. 00 1927
Sept. 30__ 277, 000. 00 Jan. 31__. 14, 897, 583. 16
Oct. 3. . 392, 500. 60 $17, .75 _} 13,145, 023, 42
Nov. 30| ... : 402, 000. 00 4,153.12 | 10, 859, 876. 08
Dec. 31 | . - 402, 000. 00 I _| 11, 612, 236. 98
| 8,776,803.79
1923 109,275,794, 20
Jan. 81| . 85,000.00 | o 7,542,150, 31
Feb. 28| _ .. ... 75,600.00 |.__________.__ _| 5,396,425.02
Mar. 31| - 22T 75,000.00 | $520, 000,00 | 9,700, 079. 26
Apr. 30 || e -1 11, 342, 508. 63
,,,,,,,,,,,,,, -| 8,9186,432.61
.............. Dec. 34 ... AT 708810758, 50
2,002, 144. 50 1928
1,701, 644.50 {| Jan, 31 __ .| o ..o 13, 327, 244. 16
1,077,133.37  Feb. 20.. o} 12,097,397.71
335,000.00 || Mar. 31. -} 11,934, 924. 74
.............. Apr. 30.. .| 16, 200, 798. 30
May 31. -] 13,473, 693. 65
June 30 10, 897, 242. 83
______________ i July 31.. 8, 572, 692. 46

0,432, 601.34 || Aug. 31

10, 577, 945. 85
8,019,613.26 || Sept. 30-.

_| 17,902, 036. 09

4386, 674.24 || Oct. 31...| 26, 000,00 |- 7| 24,872, 923. 33
1,647,969.01 || Nov, 30_. 53,610.69 |. .| 9,470,231.83
1,647, 188,87 || Dec. 31._. 53,510.69 | _____ 3, 880,00
953, 249,70

316, 957.98 1929
3,784,131.96 || Jan, 31___ 27,510.69 | _______.___ 8,425, 218. 99
8, 058, 606. 22 || Feb. 28___ 9,976, 456. 34
13,323, 437.69 |} Mar, 31_. 10, 347, 664. 16
15, 661, 180.87 | Apr.30_ - 6, 292, 718. 86
' May 31.. 5, 487, 226. 00
| June 30.__ 2, 203, 987. 97
13,078,158.04 | July 31___ 815, 430. 11
13,304,172, 83 1 Aug. 31 . 700,000.00 f_.________ ol 1,747,993, 45
13, 685, 304.35 || Sept. 30_. 800. 000. 00 ! $50,000.00 | 9, 100, 92. 87
11,711, 010.99 | Oct. 31__ | 1,020,000.00 i 70,000.00 ; 18, 371, 108. 29
15,423,037.34 || Nov.30._| 1,110,000.00 | 70,000.00 | 16, 383, 787.91
13, 621, 643. 67 || Dec. 31__. 540,000.00 | ____..___._ 7,621, 150. 72

15, 302, 288. 05

17, 837, 120. 73 1830
26,135, 459, 47 || Jan. 31___ 110,000 00 (... .. 472,799, 59
32, 562, 657.68 || Feb, 28___ 30, 000.00 |. . 8, 41%, 611,38
19,059,595.95 || Mar. 31| ... ____ | __.___ 9, 535, 376. 82
17,006,321, 32 || Apr. g0 1T 7T 11,671, 442. 96
May 31._ 6, 662, 505. 63
1926 Tune 30.__ 3,885, 352. 81
Jan. 31___ 14, 221,369. 64 |} July 31___ 5,484, 033 58
Feb. 28 15,459, 249. 51 i Aug. 31. | 10. 560, 156, 54
Mar. 31. 12,073,3579.95 |i Sent. 30___ 9, 353, 729. 23
Apr. 30.. 10, 572, 244,95 || Oct. AL___ 6,424, 144. 84
May 31- 12,025, 522.73 || Nov. 30_. 6, 746,831 11
June 30... 11,360,729.83 i Dec, 31__ .. __ | ... 11,891, 173.63

Minneapolis.—Data not forwarded.

New York.—The principal source of bills bought by this bank is banks and
bankers, not necessarily banks which are in the business of making acceptances.
Our records do not show a segragation of the bill holdings of this bank as to the
source of purchase. Beginning in 1926 we have kept a record of our bill pur-
chases for account of ourselves and other Federal reserve banks, showing the
relative amounts bought from banks and from dealers. Part of such bills are
allotted to other Federal reserve banks. We have no record of such division of
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NATIONAIL: AND FEDERAL RESERVE BANKING SYSTEMS 893

bills which we retain ourselves. The following schedule, therefore, shows, for
the years 1926 to 1930 inclusive, our purchases of bills which are distributed
among the other Federal reserve banks of the system from banks and from
dealers, and that portion of the total held by this bank and the portion of the
total allotted to other Federal reserve banks. No bills are acquired from or
through the open-market investment committee.

Statement showing, monthly from January, 1926, to December, 1930, purchases of
bankers' acceptances for the Federal reserve system segregated as to the amounts
acquired from banks and from dealers, also the participation of the Federal Keserve
Bank of New York and of other Federal reserve banks in the total purchased

{In thousands of dol'ars)

I}_fo}ld b¥ Allotted
o ‘edera. to other
Date ﬁ;gfg diﬁ?é?s Total Reserve | Federal
Bank of reserve
New York | Dbanks
64, 400 19, 300 83, 700 24, 500 59, 200
56, 10) 16, 700 72, 800 18, 500 54, 300
44, 000 16, 800 60, 800 6, 800 54, 000
50, 760 34, 400 85, 100 18, 800 66, 300"
38, 900 68, 800 107,700 25, 000 82, 700-
85, 500 33, 300 9%, 800 13, 600 85, 200
44, 300 25, 800 70. 100 21, 700 48, 400
59, 500 43, 700 103, 200 29, 900 73, 300
51,100 26. 700 77, 800 21, 900 &5, 900
64, 200 34, 600 98, 800 32,400 66, 400
72, 200 25, 200 97, 400 28, 200 69, 200
63, 200 52, 800 116, 000 42, 900 74, 100
January ... 68, 000 42,100 160, 100 33, 100 67, 000
February. 56, 000 32, 400 88, 400 30, 900 57, 500
Mareh_ 70, 800 3, 700 74, 500 23, & 51, 300.
April . . 56, 100 42, 000 98, 100 31, 200 66, 900*
May. e 74, 800 24, 000 98, 800 , 32, 200 66, 600
June_ ..ol . 67,100 19, 200 86, 300 | 29, 700 56, 600
Jaly. . 47, 600 5, 300 52, 900 19, 500 33,400
Augast . ... ... 44, 100 23,100 67,200 26, 500 40, 700
Reptember_ .. ______._. 72, 460 13, 500 85, 900 34, 400 51, 500
October_ ... .. ... R 101, 100 32, 000 133, 100 58, 400 74, 700
November__ ... oo . 98, 400 7,100 105, 500 35, 200 70, 300
December 108, 200 3. 400 111, 600 28, 700 82, 900
128, 500 37, 900 166, 400 61, 300 105, 100
67, 700 2, 69, 700 28, 800 40, 900
100, 060 1, 900 101, 400 36, 200 65, 700
97,100 17, 900 115, 000 44, 160 70, 900
745, 000 12, 800 87, 800 28, 400 a8, 400
30, 200 5, 900 36, 160 17, 200 18, 900
47, 100 4, 000 51, 100 23, 100 28, 000
57, 900 17, 100 75,000 34, 100 40, 900
45, 909 72,400 118, 300 44, 600 73, 700
October. .. 114, 000 51, 000 165, 000 60, 600 | 104, 400
November. . 109, 400 9, 800 119, 200 47, 400 71, 800
December. .. ___ 749, 200 38, 700 117, 800 40, 300 77, 600
January. .. ... 78, 400 11, 900 90, 309 34, 200 56, 100
68, 060 5, 100 73,100 28, 900 44, 200
Mareh_. 41, 600 25, 200 66, 800 28, 300 38, 500
April__ 45, 800 5, 200 51, 000 30, 600 20, 400
May 32, 300 21, 860 54, 100 22, GO0 31, 500
June 25, 000 1, 5C0 26, 500 14, 900 11, 6G0
July. 16, 000 1, 800 17, 800 10, 300 7, 500
Aungust_. 35, 000 3, 200 38,200 19, 500 18, 700
September 62, 900 85, 500 148, 400 43, 000 105, 400
October. ... 84, 500 68,200 | 152,700 | 58,400 94,300
November . 10, 000 1,200 11,200 10, 300 900
December. ... 70, 200 44, 600 114, 800 34, 200 80, 600
1930 [
J anuary. ... a6, 200 40, 000 136, 200 51, 800 84, 400
February. ... ... - 102, 300 60, 800 163, 160 34, 800 128, 300
March ... . , 10, 00 70, 900 23, 200 47,100
Aprilo .. 64, 500 67, 200 131, 760 32,200 9, 400
May_ 69, 300 21, 600 90, 000 28, 500 05, 46
June ... .. 60, 600 6, 600 67, 200 26, 900 40, 300
July. R 81, 500 24, 100 113, 600 33, 700 79, 900
x‘-‘\u[!llst_ .......... - 98, 800 13, 300 112, 100 34, 000 78, 100
September_....___________ 120, 500 10, 400 130, 900 44, 060 86, 900
October. ... ... 89, 400 15, 300 104, 700 32, 350 72, 400
November. ... ...____ . 70, 400 3, 300 73, 700 21, 600 52, 100
December. ..o . 239, 400 12, 300 251, 700 71, 200 180, 500

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



R04  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Our purchases from dealers for account of this bank and other Federal reserve
banks were, in percentages of total purchases for system account: In 1927, 13
per cent; 1928, 11 per cent; 1929, 9 per cent; 1930, 6 per cent.

Philadelphia—

Acceptances held at last reporting date of each month as follows

. Purchased . Purchased
Pu;)f:hzi(sqed féom through open- Pu{)g;ﬂ(ssegrf(rlom through open-
ANKS aIX market com- market com-
dealers mitiee dealers mittee
1922 1926
J ar{)uary ----------- $14, 06(9), ngir ;g -------------- i uly. G $1(7), g;g 32; g{
February_ _1 18, 748, 224, -l August____ 19, 379, 985.
March._ - 20,848, 528. 92 _ I September. 24,019, 413. 36
April. _.-] 20,343, 539. 54 -1 October 27, 534, 166. 38
May.. ---| 15,735,968. 13 _ |l November. 25, 804, 672. 96
June.. _.-| 18,003,441.85 . i December. ._ 26, 838, 777. 53
July___. Lo 25,412,685.01 -
August.._ - 29,840,230.98 -
September. ool 22,187,539.42 - 24,411, 434. 12
October___ -t 19,640, 586,82 |. . 18, 341, 508. 14
November. .t 19,325,0£6.43 - 13,622, 278. 01
December__.______. 23,380,058.08 j. oo . 12, 9(1}}, ?525 gg
12, 4 5.
192 12,773, 070 88
January_ . _._..._... 22' 728, 04?). g] :}5 ............. 10, 314, 7131. %é _
1 28,082,869.03 |.__.__ 1,935, 191,28 1.
20, 025, 675,82 | ... September 9, 469, 418. 23
24,124, 023. 58 |- October_ 19,313, 188.73
19, 664, 660. 07 |- November. 32, 024, 029. 42 -
19, 539, 899. 40 |- December_ .. ______ 39, 599,3872.21 | 4,899, 145.06

18, 835, 535. 00
19, 667, 628. 63

PR S R

September. 17, 582, 454. 29 |. 27,487,590.23 | 2,161, 497.05
October____. 18, 962, 136. 04 | 37.013,085.67 246, 716. 93
November . ________ 23,924, 207.29 |.. 23,256, 678.38 | ...
December__..______ 33,200,989.00 |- ... 32,067,300.38 | 2,500, 705. 98
30, 437,814.88 | 2,500, 705, 98
1924 21,307,793.59 | 1,079, 566.77
January. .. _._._____ 29, 942, 156. 59 14, 862, 263. 87
February 19 177, 340. 13 12, 384, 086. 84
March___ 14, 904, 006. 11 1%, 526, 068
Amil 7,078, 693. 48 20, 645, 941.
May. . 4,169,285.79 |. November__ 19, 484, 759. 5
June_ 2, 14Q 054. 91 December__._.._.__ 16, 137, 084.
July... I 287, 489,49
August. .. 1,760, 353. 57 1929
September_ 1,487, 760.81 January.______._..__ 21,258,519.47 | 1,845, 543. 00
QOctober._ .. 8. om 261. 55 February . 18,447, 541.61 | 4,342,271.30
November. 20, ¥30, 531. 10 March.. 14,514, 893. 48 | 3, 229, 890. 48
December__...__.__ 18, 276, 472. 25 April_ 11, 462, 063. 52 262, 353. 22
May.. g, 692, 442. 01
1925 June 8, 866, 361. 07
Janunary . __ 17, 338, 096. 36 July__ 2, 399, 577. 32
Febx uary 22,822,097.84 |. August___ 7,436,694, 19
24,413,419.78 September.. 12, 913, 933. 23
23,727,822, 46 October _I 13,769, 636. 40
21, 659, 898. 37 November. 9,508, 863. 01
15 352 934, 64 December_.__. o| 8,441,426.65
]1, 192, 508. 27
17,883,178, 17 1. 1930
14, 787, 136. 38 January_ ... ... 8,998,601.65 |___.__ .. ..___
18,094, 673. 08 February._ o 11,593,853.38 |-
November -1 13,930, 680. 03 March____ 8,246, 028.29 |_
December_________. 16, 923, 054. 08 April__ 7, 886,038.09 }_
May.__ 3,827, 542. 46 |
1926 June._ 2,301,977.31 . -
January.._ ... _____ 15,820, 211. 73 July____ 593,851.39 |_ .
February. 18, 670, 308. 00 August_______. - -
10,851, 047. 17 Septeuther. _ .
13, 127, 796. 63 October_.__ I -
11,060. 920. 11 November. . -
14, 640, 368. 71 December.___..____
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 895
Richmond.—
Bills held on last day of each month, 1922 to 1930, inclusive
Allotted by Allotted by
Purchased Purchased
Date from dealers i"gé}%%%‘gé Date from dealers i’f:’é}%ﬁﬁ:&
and banks | “oommittee and banks | “oom inittee
1926
$2, 505, 099 July oo $514, 000 $9, 777, 012
2, 288, 91 August___. 667, 509 11, 636, 302
2,002, 710 September. 696, 000 11, 836, 962
1, 859, 060 October. .- 1, 590, 057 12, 499, 374
1, 146, 960 November. . 2,038, 102 10, 328, 378
710, 300 December..._.___..__ 2, 958, 846 9, 837, 488
4,465, 525
, 750 1927
September_..__._..._.. 783, 600 January.. ......._.... 2,079, 160 8, 670, 029
October_ ... 1,985, 818 February.. 1,947,843 8,028, 08¢
November__......._.. 2,182, 818 arch_____ 1,198, 389 7, 261,973
December_ ... ... 1,734,280 | ... .. April.. 1, 882, 236 7, 968, 018
May._. 1, 561, 715 6, 325, 550
1923 June._. 476, 500 7,840,615
January . oo oo.ee.. 731, 000 July ... 779, 754 8, 747,999
February 185, 000 August____ 866, 693 11, 006, 056
Mareh.___......_ 975, 893 September 1, 531, 250 24, 951, 666
April_____ L1l 2,078,734 October . __ 3,791, 292 41,925, 816
May. oo 2, 047, 068 November. 3, 714, 562 48, 298, 105
June.._.._._._. - 2,177, 582 December__...__.____ 4,731,882 44,092, 061
July. L. 1 1,910,933
August.__. - 953, 900 1928
September. - 448, 000 January_ 3, 796, 919 23, 211, 656
October__. - 1, 765, 506 3,137, 342 12, 956, 938
November. - 2, 459, 108 1,974, 657 11, 511, 322
December............ 2,078, 338 1,282, 097 14, 580, 943
2,351, 533 10, 686, 384
1924 2,193,019 7, 054, 299
January. . ... 2,313,050 | .. ... July... 1,202,312 5, 446, 648
February. . 2, 388, 588 1, 710, 599 4,398, 611
March. .. 1, 845, 279 12, 245, 863
April____ October_ . _ 2, 225, 57 18, 759, 434
May_. November. I 3, 521, 087 23, 528, 539
June__. December_......_____ 4,087, 610 20, 229, 144
JUly i
Auvgust____
September. 4, 470, 497 14, 737, 068
October 3, 648, 826 10, 295, 684
November R . 4, 474, 665 6, 900, 736
December. ... 1, 486, 012 2, 565, 084 4,238, 597
1, 840, 514 2, 818, 381
1,202,975 1, 947, 988
1, 433, 300 868, 434 1,073,479
2, 014, 051 813, 663 1,865, 195
3,449, 100 1, 635, 664 7, 505, 972
2,738, 100 2,243,028 17,026, 060
2,328,018 1,958, 111 15, 714, 684
2, 094, 199 1,986, 995 11,301, 353
1, 704, 329
1,794, 040
2, 644, 754 1, 959, 782 2,102, 085 8, 255, 074
4, 008, 487 1,061, 459 1, 459, 600 12, 635, 645
3, 734, 288 147,783 1, 576, 000 8, 067, 104
2, 652, 000 43, 825 1, 554, 049 7,380, 545
1,478,775 6, 662, 687
1, 108, 375 4, 180, 760
2, 356, 200 4,727,013 4, 275 5,363, 169
2, 267, 600 7,533,917 486, 000 9, 597, 521
1, 206, 900 9, 236, 527 249, 000 9, 588, 953
1, 543, b59 6, 707, 8156 523, 000 7,481,763
1, 683, 009 7,962, 759 686, 500 7,321, 252
931, 200 9, 724, 648 727, 000 8, 698, 109

Digitized for FRASER
http://fraser.stlouisfed

.org/

Federal Reserve Bank of St. Louis



896 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

8t. Louis.—

Statistics on the volume of bills purchased and held in our portfolio on the last report-
ing dale of each month

Fr?m From local Iggﬁl{&pieﬁ" From | From local F;{lgﬁ(gfgﬁ
Date local other vestment Date local other vestment
dealers sources comimitbee dealers sources commities
1922 1926
January..___ $15,737.03]  $46, 326. 32 July_________ $4, 720, 968. 00
February.___{751,147.35] 383, 303. 38 August._..__ 8, 264, 329. 65
March 709, 433.15] 362, 019. 14| September. . 660, 889. 36
April 1349, 246.92| 480, 507. 30| _— || October_____ 6, 445, 072. 58
May 505, 607. 00| 3, 868, 910. 26;  $609, 145.39 | November. . 10, 496, 630. 39
g u{l ] 470, 697. 00|10, 458, 766. 92 L 609, 145. 39 || December... 7, 991, 665. 14
uly... 520, 925. 47113, 684, 112. 05| 1,154, 017.13
August....._1252, 933. 00i13, 952, 104. 52| 1,870, 453.71 1927
September. . |.___.._._. 9,921,136, 77 1, 6186,639.80 || January__.__ 10, 452, 372. 33
October.____ 200, 000. 00| 4, 910, 087. 73] 4, 988,960, 14 || February.__ _| 8,978,070. 40
November. 800, 523. 38| 3, 512, 531. 08} 7, 235,707.71 || March_._____ 19, 746, 576. 29
December.._|._________ 1,418, 919. 05| 11, 608, 727. 57 I\A/Ipril._.. 18, 21(8), 159. 4%
ay.-- 11, 648, 467. 3
June__ 10, 722, 904. 32
__________ 1.122, 501. 88| 13, 426, 681. 62 || July___.. 7,311,976, 36
.| 1,585, 574,02 8,453,143.60 || August.__.__ 4, 065, 167. 22
| 1,998, 163. 59| 10, 872, 069. 23 || September__ 4,190, 284. 83
_| 1,007, 431. 19| 10, 755, 024. 40 || October_.___ 4, 946, 169, 56
-} 772,586.13] 8,920,281.42 || November.. 4, 428, 257. 65
.| 539,799.20| 6,067,893.74 || December... 5,035,382, 72
\ R 33,706. 64| 2, 611,009.48
é&ugusti;,‘ B SO U - 389, 404. 50 1928 13216 249,77
eptember. . - 39, 404. 50 || January_ .___ -] 13, 3 3
October. ____ , 000, 00 _| 12,401, 676, 64
November._. . 22, 000. 00 6,007, 167. 89
December___|..________ 43, 246. 98| 3, gg(l;, 22(5) Z}é
1924 343, 274.79
January__.._(100,000.00] 639, 628, 68 133, 691, 56 125, 348, 69
February. _. 207,000. 00! 4,148,669.38 || August. .| | icieo|ecmaooaas
March__ 608, 715.47| 5,432,036,20 || September_ || |eao .
April__ ... 4,240.751.87 || October_.___ 11, 901, 723. 63
May._ _| 2,396,820.65 {| November. . 9, 618, 001. 81
June. N 562, 867. 54 || December... 1%, 290, 950. 57
July.__ - 29, 834,16
August__ - 567, 149, 31 1929
September._ | 3,894,689.85 || January...._ 8, 457, 084. 91
October____. _( 9,589, 497.68 || February._. 9, 581, 785. 33
November. _ _| 14,253, 589.86 || March._____ 7,458, 302. 62
December___| ... __ | ... .. 21, 390, 593. 51 f\&/{pril ,,,,,,,, 1, 390, 638. 63
May_ __._._. 1, 066, 547. 71
1925 June__ 260, 983. 86
January__ .| | .. .. 21, 138,347.40 |} July.._.. 24,245, 83
February - 17,313,421.61 || August... . [......._..| 88,530.00[__.____..____.
March. 12, 824, 155. 94 || September _
April 10, 042, 577.69 || October___ -
May -1 11,980,988.48 || November .. _____ .| ____________|.______.._____
June 10, 737,198.71 (| December._._ 9, 734,543. 20
July.___ 10, 475, 121. 04
August. 11, 532, 297. 46 1930
September_ 959, 009, 23 || January_..__ 13, 028, 220. 78
October_____ 19, 582, 561. 04 {| February___ 20, 887, 921, 49
November_ [ I 22,267,642, 81 || March______ 8, 953, 846. 56
December___(._.___.___ 30, 000. 00| 22, 151, 254, 99 _Q{Dril ________ g, ?22, Zg?) ’o;g
May. ... , 434, 490.
1926 June. 4, 567,913, 63
January_____ 18, 344,826, 81 || July_____ 5, 764, 270. 05
February_ -} 16, 215,378.26 || August...... 8,918, 271. 62
March__ 9,183, 386. 26 || September._ 9,093, 717. 02
April 7,967,554.73 || October__._. 5,718, 008. 85
May._ 9, 625,357, 68 || November. _ 5, 861, 130. 92
June. - | e 7,721, 586. 82 || December.. . 9, 492, 903. 21

San Francisco—A separate control record of bills acquired from various sources

has not been maintained.

Possibly the following information showing total purchases each month and
the source of such purchases may serve your purpose.
Accepting banks offer their bills to dealers and not to the Federal reserve bank.
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Classification of bills purchased

[000 omitted]
Acqmlggtlr? c't;:“ elfth } 4 cquired outside twelfth district
Date 2
From deal- From other|
ers under Fz(;sm ?1%{_‘1' From Federal Fl;%’,f v
repurchase i Oht banks reserve mrgl'tt o
agreement | 1.8 banks | commitiee
1922
January_ .. $1, 651 $1, 250
February._.__ 2, 805 , 527
March.___ .. , 28 4,764
April__ 3, 119 1,728
May.__ 3, 591 6, 821
June___ 6,470 10, 640
July_____ - 9, 678 5, 456
August___.__ 8,295 20, 520
Septeraber. 7,188 21, 358
October __ 7, 966 16, 253
November___ 5,774 13, 325
December____.______ 9, 441 18, 906
. 1923
January 9, 560 8,574
February. . ... ___ 8, 058 13, 925
March. ... 7, 947 26,738
April . .. 7,417 7,217
May._ el 4,211 5,365
June ... .. 5, 694 2, 612
July. .. 5,77 4, 266
August.. 6, 848 3,325
Septembe) 5,679 3,747
October. .. . 7,383 4,230
November________._._.___._.._ 7, 376 9,071
December_ ... 8, 636 24, 496
624 276 |oieeaeeaas 7,825
439 1,351 |. 8,338
387 614 [ - 6,328
h55 861 [._. 3, 589
147 276 |- 1,878
167 374 |_. 3,837
318 435 |___ N
246 1,280 1,035
231 5 - 8, 603
3,072 1,229 18, 207
2,822 426 | 24, 880
1,692 1,783 |l 35, 116
2, 052 1,420 (- 20, 324
4,758 857 |- 9,223
1,691 2,299 |_ 4,945
2, 881 1,856 [ 3,015
2,353 1,008 |. 9, 717
3,033 1, 253 7,131
2,191 1,737 |- 7,520
2, 854 3,406 |_ 7,97
2, 262 1,990 |- 7,519
2,129 1,682 | 13,372
2, 602 2,974 |. R 8, 502
3. 066 7,002 | 11, 057
January . .o iaaaas 9, 721 1, 305 7, 389
February_ .. iaaas 8, 220 1, 188 6, 709
...... 11, 621 2,779 4, 664
17,716 904 9, 368
11, 781 1,631 9.013
______ 17, 469 3,376 8,488
______ 13,199 2,407 7,
...... 11, 698 4, 445 7,953
______ 14, 566 5,448 4, 496
______ 13,080 4,313 6. 252
______ 17,075 2, 507 8,376
December. .. eeas 21,049 6, 709 5,949
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Classificatton of bills purchased—Continued

A“‘mg?gt;fi’cgwe” th | 4 cquired outside twelfth district
Date
From deal- From other
ers under F;o;n g%?l' From Federal Frl(l)lglrﬁggn'
repurchase T8 (ilt banks reserve ommitt
agreement rig banks o ce
1927
January . .o ____ $17,671 $4, 636
February. - 15, 853 4,185
March._ - 23,418 3,101
Aprilo 19, 621 4, 904
May. o ieieeeen 16,127 4,101
June. .. .. 15,272 3,433
July - 16, 037 6, 458
August_.__ . 18, 636 3, 788
September_ . e 20, 472 6, 266
October___ ... 18, 644 6,433
November. .. el 22,218 4,615
December . - oo 20, 207 5, 657
JANUALY . - e e 1,631 11, 516
February_ .. .._... 1,163 7,812
15,133 4, 445
6, 105 5,870
5, 201 3,166
7, 962 6, 145
6, 603 7,058
12, 140 5,407
September. 18, 627 18, 467
October_ .. ______._. 15,079 13, 420
November_____._...__ 11,778 12,088
December. ... oo 19,178 13,674
11, 866 12,110 6, 441 1,035
X 3,774 6,373 |oeeeeo . 3, 509
13,029 3, 936 7,238 |- 692
10, 782 2,161 () S A S
10, 729 2,445 2,043 |- 231
10, 933 1,754 2,677 |- 2,472
11, 527 1, 163 1,303 |- 1,234
14, 307 4, 320 4,092 | 3,019
- 14, 754 2,102 5,689 |_ 11,772
October___ 16, 555 2, 606 4,960 |- 11, 400
November_ _ ... 17,797 4,024 640 | 217
December.. ... _________ 18, 364 4,344 4,232 .. __ 10, 856
1930
January._ ... 22,196 5, 974 8,183 |o oo 10,176
February._ .. _.____ 17, 919 3, 240 4,514 | 11, 304
March_ ... __.__ 16, 922 4,343 2,921 |_ 7,468
April . ____ 19, 404 7,736 3,095 |_ 12, 882
May. ..o 32, 582 4, 958 1,281 |- , 689
June_______________ 23,074 5, 535 331 |- 3,139
July__ R 3, 548 3,465 1,069 |- 8, 769
August__________ 12,273 2,714 - 9,411
September_..____ 16, 716 4, 518 1,693 [ 7, 502
October. .. _...__ 29, 611 6,412 4,000 |- 7,719
November. _.____ 21,814 4,083 2,605 {. 5,779
December- - oo 30, 612 4, 805 358 oo o.. 17, 242

19. What policy does your institution follow in buying bills directly from the
accepting bank? Are such bills discounted?

Atlanta.—We discount bills offered by our member banks at our regular
discount rate on 90 days commercial paper when such bills are adequately
secured at time of acceptance by readily marketable staples stored in independent
warehouses.

Boston.—This bank does not buy direct from an acecepting bank its own
acceptances. This policy has been in effect since June 1, 1918, Such bills are
not discounted. We do buy (when offered) from accepting banks bills of other
gcceptors when such bills have been in the open market for a period of 12 to 14

ays.

Chicago.—It has never been our practice to buy bills directly from the ac-
cepting bank. We are, however, willing to take such bills for rediscount at our
regular discount rate for commercial paper but such bills are not offered to us
for rediscount.
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Cleveland.—We do not purchase acceptances direct from the aceepting bank,

nor do we discount such bills for the aceepting bank.
hDallas.—We do not purchase from accepting banks their own bills, or discount
them.

Kansas City.—Bills bought direct from accepting bank are usually treated as
rediscounts and handled at the current discount rate.

Minneapolis.—This bank does not buy bills directly from the accepting bank
without indorsement by another bank. Such indorsed bills are purchased
outright.

New York.—We never buy bills from the acceptors, directly or indirectly, nor
do we discount for a member bank a bill accepted by that member bank.

Philadelphia.—We do not buy bills directly from, nor redisecount directly for
accepting banks.

Richmond.—This bank does not buy bills directly from the accepting bank,
and it is not the practice of accepting banks to offer them to us for discount.

b St. Louis.—We do not buy or discount bills direct from or for the accepting
ank.

San Francisco.—(a) Bills are not purchased directly from acceptors.

(b) A bank’s own acceptance is not taken for discount. As a primary obliga-
tion of the offering bank, the acceptance would not (it is believed) come within
the provisions of section 13 of the Federal reserve act permitting a Federal
reserve bank to make advances to its member banks on their own promissory
notes for a period not exceeding 15 days when secured by notes and bills, ete.,
eligible for discount and purchase, or United States Government obligations.

20. Append a classification of bills held for own account on the last reporting
date in each month since January, 1922, by the type of currency in which the
bills are stated. What were the reasons for the increase in the amount of bills
stated in foreign currencies in 1927, 1929, and 1930?

Atlanta.—See following schedule for our holdings of bills which were stated in
United States currency. The Federal Reserve Bank of New York will submit
system aggregate amounts of bills held which were stated in foreign currencies,
in which holdings the Federal Reserve Bank of Atlanta participated in accordance
with the percentages as shown on the schedule supporting our answers to question
No. 15.

Classification of bills held for own account on last report daie in each month since
January, 1922, by the type of currency in which bills are stated (all bills stated
are tn United States currency)

Month 1922 1923 1924 1925 1926

......................... $2, 010, 857. 44 |$3, 086, 816. 34 .$5, 748, 858, 32 $3, 922, 317. 92 | $4, 037, 322. 45

1,216,920.42 | 3,214, 247.46 | 6,453,402, 54 | 2, 387, 545. 77 | 3,418, 773.21
2,106,020.26 | 3,635,274.75 | 5,025, 756. 15 | 1,336, 370.51 | 2, 389, 236.85
918, 020. 62 | 2,598, 714. 67 | 3,986, 012.87 |  956,062.70 | 2,040, 297. 10
516,583.20 | 2,079, 113.24 | 3,66% 197.23 |  776,000.82 | 1,106, 675. 33
869, 665. 03 | 1,909, 186.29 | 1,964, 664.45 | 427, 774. 40 644, 178. 61

746, 187.68 | 2,006, 798.74 ° 1,477, 542,42 274,915, 50 668, 310. 77

1,063,116.49 * 2,825 020,76 | 1,041,862, 64 743,524.70 | 1,578, 930. 20

5,073,413.19 | 4,959, 794. 24 | 2, 536, 666. 01 | 1,120,431.35 | 3,448, 290, 99

12,376,792.74 | 6,304, 431. 55 | 5, 532,709, 33 | 2,913,469.49 | 4,214, 280.24

- 8,976,961, 66 | 7,688, 600.44 © 6,800,952 21 | 3,049, 475.26 | 4,982, 091.30
....................... »,291,620.09 | 7,160,128, 53 : 7,826, 168.78 | 3,682, 536.58 | 4,383,804, 74

Month 1927 1928 1929 1930

3,468, 114, 39 (52, 038, 095, 08 $3, 104, 433. 10 | $5, 870, 084, 33
2,825,495, 87 | 1,643,500.98 | 3,073, 480.44 | 2, 892, 414. 67
4,112,867.65 | 1, 258,903.49 | 4, 090,039.92 | 1 558, 258, 62
4,326,640.70 | 1,436,925.93 | 4,207,661 31 | 922, 945.51
2,944, 636,68 | 1,601, 651.16 | 4,989, 666,06 | 714, 064. 93
3,083, 108.69 | 1,452,315.82 | 4, 265,678.84 | 406, 087. 28
1,964,233.97 | 543,79S.03 | 4,037,882.00 | 465, 632, 66
1,434, 046.72 |  780,395.20 | 5, 551,310.24 | 614, 004.36
1,026, 525.76 | 984, 361.03 | 8, 134,577.36 | 1,321, 539. 30
1,588, 114.62 | 1,882, 604,77 | 8,920, 753.14 | 1,228, 527.65
2,346,912.09 | 1,665, 720.36 | 6,536,476.15 | 968,312, 15
2,239, 232.46 | 2,400, 255. 28 | 8, 042, 434. 02 | 1,801, 544.32

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



90( NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Boston.—Classification of sterling bills held for own account on the last report-
ing date in each month since January 1922, by the type of currency in which the
bills are stated:

December, 1924 __ . e $474, 000
January, 1925 . oL 474, 000
February, 1925 _ _ e 71, 000

Not1e.—Figures shown in the above table represent the amount of sterling bills purchased by this bank
locally. If question 20 refers to “System’ purchases, it is suggested that reference be made to report
submitted by the Federal Reserve Bank of New York.

Chicago.—All transactions in bills purchased in foreign currencies are con-
ducted by the Federal Reserve Bank of New York, the other Federal reserve
banks participating, we taking our pro rata share. The information required
can be obtained from the Federal Reserve Bank of New York.

Classtfication of bills held by the Minneapolis Federal Reserve Bank for own account
on the last reporting date in each month since January, 1922, by the type of cur-
rency tn which the bills are stated

; g Bills pur- i . Bills pur-
Bcl}lllgsggr chased, E::l}]]];sggr chased,
payable _payable payable _payable
in dollars in foreign in dollars in foreign
currency currency
1923 1927
January._______.__._._ $131,662.50 |- ______ January. ... ... _. $10, 527, 894. 31
February__ 4, 958, 652. 43 February.. 9, 468, 413. 63
March____. - 2, 582, 769. 86 8, 618, 717. 03
April____ 652, 267.91 |- 12, 370, 891. 46
MaY. oo - 7, 552,912. 91
June._. 6, 983, 018,43 | $330, 141. 59

July._____. 5,388,731.99 | 351,485.06
August__._.. 4,105,162.47 | 357,426.07
September. . - . 8,285911,38 | 195, 486. 50
October..... 18, 104, 963. 75 7,591, 65

November.___ - , 601. 20, 582, 708. 96 7,591. 65
December............ 623, 501. 13 18, 310, 951. 40 7, 661. 67
1924
January._.______._._.__ 2,928, 776. January. ... ...____. 14, 314, 621. 00 6, 896. 02
February__ | 5116,333. February._ 10, 736, 224. 10 6,896, 02
March.__.. 7,744, 240. March.__ 13,820, 968. 04 6, 908. 60
April._____ o 3,730,897, April._ 18, 500, 201. 89 6, 924. 44
May_ 1, 701, 709, May.. 20, 642, 857. 70 6,924, 44
June. 1,044, 065 June. 13, 032, 359. 74 6, 963, 48
July___ 317, 625. July. 10, 194, 220. 19 6, 963. 48
August___.__ 292, 671. August. . 9, 044, 039. 05 6, 463. 48
September . . 1, 888, 453. Septembe, 12, 584,271. 96 6, 994. 97
October____._ 1, 540, 427. October. . _ 19, 011, 260. 70 7,061. 31
November._ 560, 112, 40 |- November. 21, 109, 802. 97 7,056, 87
December ... ...... 8,377.82 December.....____.__ 21, 791, 873. 67 27, 469. 54

16,858,832.39 |  25,428.58
12,520,613.19 | 25, 481. 70,
7,917, 144.77 | 25,722.36
4,141,428.29 |  25,894.93

4,997, 321, 87

8, 400, 455. 92
17, 316, 638, 36 |-
10, 664, 272. 01
17, 078, 363. 60
19, 685, 634. 87
20, 468, 428, 12
25, 018, 726. 85
13, 270, 618. 26

6,399, 227. 73
18, 741, 259, 17

1,612,226.34 | 51,383.50
1,688, 697.38 | 308, 393. 13
6,111,826, 68 | 423,739.75
3,655,301, 55 | 426, 584. 30
2,769,310.71 | 25,661 53
6,610,650, 65 | 25, 761. 22

7,182, 501. 98
7,124, 421. 66 |-
8, 082, 395. 37 |-
19, 017, 688. 47 |-
12, 810, 629, 68
8, 681, 549, 56 |-
9,115,913.36 |
11, 505, 596. 98 |-

8,178,067.33 |  23,705.45
11,770,149.66 |  23,815.99
11,949,301.23 | 23,878.16
8,590, 677.55 |  23,913.01
6,069, 978.32 | 24, 236.79
6,253,816.71 | 24, 469.80
6,136,485.77 | 24, 469. 80
7,495, 447.35 | 24, 506.28.

September. 12,778, 205. 79 |_ 7, 156,840. 75 24, 639. 99
October. . 13, 646, 066. 60 |__ 4,183,098.01 | 496,432. 35
Novermber. - 13,003, 420.82 |. November | 4,049,535.32 | 698, 314. 65
December_.__________ 12,614, 674. 84 December. .._........ 7,583,714.68 | 827, 597. 90
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Cleveland.—We are unable to give the detailed information requested. We
understand, however, that this information may be had through the Federal
Reserve Bank of New York.

Dallas.—See answer to question 18, We are advised that the Federal Reserve
Bank of New York will give a complete answer to this inquiry.

Kansa City.—None. All held in New York.

Minneapolis.~—~Following is a classification of bills held for our account on the
last reporting date in each month since January, 1922, divided into bills drawn in
United States dollars and bills in foreign currency. "The latter are not divided
by eurrency, since the bills are held in New York and we have never tabulated
them in any other form than in the United States equivalent of all foreign cur-
rencies involved as one total. The reasons for the increase in the bills drawn in
foreign currency in 1927, 1929, and 1930 can best be given by the New York
Federal Reserve Bank.

New York—The reasons for the inereases in 1927, 1929, and 1930 in the
amounts of foreign curreney bills held by ourselves and the other Federal reserve
banks were generally as follows: We purchased foreign exchange at a time when
it was weak and we were threatened with the importation of gold. We sought
to support exchange by our purchases and thereby not only prevent the with-
drawal of further amounts of gold from Europe but also, by improving the position
of the foreign exchanges, to enhance or stabilize Europe’s power to buy our
exports. In fact our efforts to support exchange were undertaken in the autumn
during our heaviest export season when the foreign exchanges are normally under
pressure, and these operations were liquidated when the seasonal strain had
passed, our gooas had been moved, and the position of the foreign exchanges

had improved.

(The Federal Reserve Bank of New York requested that data be held con-

fidential.)

Philadelphia.— Acceplances held at last reporiing date of each month

United States
currency

Sterling
bills

United States
currency

Sterling
bills

$14, 060, 899. 79
16, 749, 224. 74

20, 848, 528,92 ,_

20, 343, 539. 54
15, 735, 968. 13

$17, 338, 096. 36
22,822, 097. 84
24, 415, 419. 78
23,727, 822. 46
21, 659, 898. 37
15,352, 934, 64
11, 192, 506. 27
17,883, 178. 17
19, 787, 136. 38

Oetober__________.. 19, 649, 586. 82 18, 094, 673. 08

November_ _.....__. 19,825,056.43 | ... ... November. 13, 930, 680. 03

December.. ... __ 23,380,058.08 |- __ December. ... 16, 923, 054. 08
1923 1926

January. ... ... 26,768,049. 13 ... ... January......._.... 15,820,211.73

13,127, 796. 03
11, 060, 920- 11
14, 640, 368. 71
17,028, 967. 67
19, 379, 985. 91

17 592 454.29 September. 24,019, 413. 36
Gcetober. .. 16 962 136. 94 October. . 27, 534, 166. 38
November. 23, 924, 207.29 November. 25, 804, 672. 96
December.._.._____ 33, 260, 989. 60 December_______._. 26, 838, 777. 53

1927

January. ... 20,942,156.59 .. ________._. January. .. 24,411, 434. 12
_______ 19,177,340.13 . _____________ || February.. 18, 341, 508. 14
_______ 14 964 006,11 |______________ |} March_ ____ 13, 622, 278.01
_______ 7,078,693.48 |- - -7 || April.. 12,911, 455. 55
_______ 4, 169,285. 9. 8y 12, 401, 685. 29
....... 2,148,054.91 | ________.____ || June___ 12,773,070.88 | $1,024, 858. 09
,,,,,,, 1,287,489.49 )______________ |l July_____.. 10,824,791,22 | 1,124,752, 21
..... 1,760, 353. 57 | August.____ 1,635,191.28 | 1,143, 763,41
heptember _____ 1,487, 760. 81 {_ September. 11,473, 562. 78 625, 556. 80
Qctober 8, 569, 281. 55 |_ October. .. 19,313, 188. 73 24,203.27
November. .-l 20,830,531.10 |. November__. 82,024, 029. 42 24,293.27
December_.___._._. 18,276,472.25 | ____ ... __ December. . ... 44, 498, 517. 27 24, 517.36
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Philadelphia.— Acceptances held at last reporting date of each month—Contd.

United States Sterling United States Sterling
currency bills currency bills
1928 1929

January . .........__ | $29, 649, 087. 28 $24,263.78 || July. ... $2, 399, 577.32 $197, 312, 63
February. ¢ 37,259, 802. 60 24,263.78 || August.____________ 7,436,694.19 | 1,184,229, 67
March.__ I 23, 256, 678. 38 24,308.04 || September 12,913,393.23 | 1,627, 160. 58
April. . 1 34,558, 015. 36 24,363.78 || October_ 13,769,636.40 | 1,638,083.71
May.. 32, 938, 520. 86 24,363.78 || Novembe 9, 503, 863. 01 98, 540. 26
June.. 22, 387, 360. 36 24,501.12 || December...._____._ 8, 441, 426. 65 98,923. 11

July.... 14, 862, 263. 87 24, 501, 12

August.___ 12, 384, 086. 84 24,501.12
September.. 15, 526, 068. 66 24, 611, 94 8, 998, 601. 65 99, 975. 15
October____ _| 20,645,941, 48 24, 845. 36 11, 593, 853. 38 100, 441. 36
November. . _U 19, 484,759, 50 24,829. 71 8, 246, 028. 29 100, 703. 55
December..__._..__ 16, 137, 084. 24 96, 652. 08 7, 886, 038. 09 100, 850. 51
3,827, 542.46 102, 216. 04
1929 2,301,977.31 103, 198. 73
January. .......__.. 23, 104, 062, 47 97, 645. 76 593, 851. 39 103, 198. 73
February. 22,789, 812, 91 97,849. 72 103, 352. 56
March. . o| 17,744,783.96 98, 773.88 103, 916. 48
April. 11,724, 416. 74 99, 436,52 || October_____._.___ 2,093, 649. 44
May._ 9, 692, 442. 01 99, 503.89 || November. 2, 945, 066. 17
June.....__ -| 8,866,36107 100, 133. 03 || December._...._____ 5,776.08 | 3,490, 304. 18

Richmond.—This bank has only a voluntary pro rata participation in foreign
bills purchased by the Federal Reserve Bank of New York for system account and
is unable to give the currency of such bills. For percentage of participation see
answer to 15.

St. Louis.—(1) Schedule follows.

(2) None held until June-September, 1927, when Federal Reserve Bank of
New York sold gold earmarked in London and invested proceeds in sterling bills,
in which we participated. Holdings afterwards small until October, 1930, when
sterling exchange was purchased by Federal Reserve Bank of New York and in-
vested in sterling bills, in which we participated.

Classification of bills held for own account on the last reporting date in each month
stnce June, 19271

Payable in— Payable in—
Sterling Francs | Pengos Sterling Francs 5 Pengos

1927 : 1929
June_________ $480,034.02 [______._.... e March_.___._ $11, 164. 09 | $30, 267. 79
July____ - 503, 811. 71 |_ April___ 11, 164. 01 30,295, 94
August___.__ 512,344, 53 |- May... 11,281.59 | 30,311.11
September_._| 280,197.32 |_ June.__. 11,269.19 | 30, 432.90
October______ 10, 881. 36 - July__. - 11,483. 20 | 30,483.358
November. .. 10, 881. 36 |_ August.__ H6, 270. 19 3, 928. 57
December..._ 10,981.73 | ... September. 40, 458. 65 1,937.74 |

October__...__ 40, 462. 63 1,933.86 :

1928 . November __ 9,870.55 { 31.208.29 !
January..____ 10,982,556 | oo oo December. ... 9,870.55 | 31,347.41 :
February.... 11,002.58 |_ -

11,027.82 |. -

11,027.82 |- R 8,976.23 | 28,300.97 .._.._....

11, 018. 80 |. - 8,076.23 | 28,398.28 |.

11,089. 98 |_ - 8,873. 14 | 28,455.92 1.

11, 089. 98 |_ - 9, 390. 33 28,545.42

11, 140. 14 |- R 9,390.33 | 28,692 00 |-
September. .. 11, 245. 80 |- . ‘9, 525. 06 28, 775.50 |-
October_ _._.. 11,238.71 |- - 9,526.42 | 28,831.23 |
November. __ 11,652.24 |___ R - 9, 516. 41 29, 050. 53 |-
December__._ 11,677.48 | $32,070.3L |.______._._ September._ 9,605.34 | 29,083.25 |

October______ 747, 840. 57 20,130.38 |

1929 November___| 1,107,910 60 | 29,212.13 |.
January.._ ... 10,865.75 | 29,904.97 _.____._. December_.__| 1,266,100.10 | 29,270.52 |..__.__....
February__.. 11,069.97 | 30,085.81 |__

1 None so held previous to this date.
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San Francisco.—Increase of foreign bills:
1927: Sterling purchased to employ portion of temporary London balances
which arose from the purchase of gold to arrest shipments to the United States.
1929: Sterling bills bought to relieve some of the pressure on sterling exchange

and to help stay the flow of gold from London to the United States.

903

Pengos

were purchased in cooperation with eentral banks of England, France, Belgium,
and the Netherlands, to strengthen position of National Bank of Hungary in
dealing with Hungary’s foreign exchanges.

1930: Sterling purchased to strengthen European exchanges which were
weakened to a degree, it was believed, that would check forcign purchases of

American goods.

Clagsification follows:

Holdings of bills Holdings of bills
Date i Date oy
gued | worien Sutted | rortem
currency | currencies currency | Currencies
Jan. 25,1922 ... __._.._.__ $7, 598, 000 July 28,1926 __________.__ $20, 317,000 |____..__..__
Feb. 21, 1922__. o1 4,801 GO0 Aug. 20, 1926, 26, 552, 000 |_
Mar. 29, 1922 _ -| 6,4%3,000 Sept. 29, 1926 26, 598, 000 |_
Apr. 26, 1922___ -| 5,873,000 Oct. 27, 1926. __ 26, 869, 000 |-
May 31, 1922___ ol 9,422 000 Nov. 24, 1926 28, 809, 000 |_
June 28, 1922.__ -| 16, 953, 000 Dec. 29, 1926 31,008, 000 |.
July 26, 1922___ -1 17, 497, 000 Jan. 26, 192 26, 505, 000 |{_
Aug. 30, 1922 .. -| 21, 991, 000 Feb. 23, 1927 22, 968, 000 |.
Sept. 27,1922 _ -| 40, 928, 000 Mar. 30, 1927. 22, 879,000 |.
Oct. 25,1922_____ _| 44, 163, 000 Apr. 27, 1927. 23, 374, 600
Nov. 29, 1922____ -| 40, 304. 000 May 25, 1927 14, 980, 000 |___
Dec. 27, 1922_ -| 38,302, 000 June 29, 1927 16, 428, 600 1747, 000
Jan. 31, 1923_ _| 28, 498, GO0 July 27, 1927_ 16, 122, 000 1829, 000
Feb. 28, 1923___._ -1 28, 375, 000 Aug. 31, 1927 11, 924, 000 1 834. 000
Mar. 28, 1923 __ _| 36,821,000 Sept. 28, 1027 __ 12, 179, 000 1813, 000
Apr., 25,1923__. - 37,010, 000 Oct. 26, 1927___ 5, 893, GO0 118, 0600
May 29, 1923.._ -] 28, 341, 060 Nov. 30, 1927 7, 603, 000 118, 000
June 27, 1923___ -1 20, 651, 000 Dec, 28, 1927 10, 467, 000 118, 000
July 25, 1923___ | 15, 865, 000 Jan. 25, 1928 14, 731, 000 113, 000
Aug. 29, 1923___ -| 12,321,000 Feb. 29,1928 __ 25, 491, 000 118, 000
Sept. 26, 1923__ _i 11, 503, 60O Mar. 28, 1928 __ 26, 218, 000 118, 000
Oct. 31,1923 ... -| 12, 450, 000 Apr. 25,1928 __ 26, 191, 000 118, 000
Nov. 28, 1923___. -| 18,032,000 |- May 29, 1928 21, 713, 000 118, 000
Dec. 26, 1923__._. -1 35, 343, 000 June 27, 1928 20, 0565, 000 118, 000
Jan, 30, 1924 ... -1 27, 948, 000 July 25, 1928_ 20, 122, 0600 118,000
Feb. 27, 1924, __ -1 23, 931, 000 Aug. 29, 1928__ 23, 197, 060 118,000
Mar, 26,1924___ _{ 18, 391, 000 Sept. 26, 1928__ 38, 629, 000 118, 000
Apr. 30, 1924 -1 12, 579, 000 Oct. 31, 1928___ 40, 257, 000 119, 000
May 28, 1924, - 5,448,000 Nov. 28, 1928__ 50, 189, Q0O 119, 0600
June 25, 1924_ 4,373, 000 Dec. 26, 1928_ 58, 013, 000 272,000
July 30, 1924 , 848, 000 Jan. 39, 1929_ 52, 472, 000 73, 000
Aug. 27, 1924___ ~1 1,898,000 Feb. 27,1929___ 44, 780, 000 73, 000
Sept. 24, 1924 __ - 9,241,000 MMar. 27, 1929 25, 980, 000 74, 060
Oct. 29, 1924_____ _i 21,934, 000 Apr. 24, 1929_ 16, 438, 000 75, 000
Nov. 26,1924 . -1 35, 680. 00 May 29, 1929 14, 037, 000 75, 000
Dec. 31,1024 ___ -} 54,068, 000 June 26, 1929 13. 375, GO0 73, 000
Jan. 28, 1925___ _| 49, 372, 000 July 31, 1929 10, 524, 000 3148, 000
Feb. 25,1925 ____ -j 42, 006, 000 Aug. 28, 1920 14, 425, 600 £ 640, 000
Mar. 25, 1925____ -1 30, 1¢4, 000 Sept. 25, 1929__ 25, 802,000 | 41,220,000
Apr. 29, 1925 -] 21, 411, 000 Oct. 30, 1925___ 36, 774,000 | 41,229, 000
May 27, 1925. -| 20,792, 000 Nov. 27, 1929 29, 402, 000 74, 000
June 24, 1925_ -1 21, 841, 000 Dee. 31, 1929 34, 539, 000 74, 000
July 29, 1925___ -| 19, 382, 000 Jan. 29, 1930_ - 33 647, 000 71,0060
Aug. 26, 1925___ -] 19,750,000 |.-oocoonaoo Feb. 26, 1939__. 41 411,000 71, 000
Sept. 30,1925 _____ -1 24,018,000 |- ____._._ Mar. 26, 193 .. » 2o 174,000 72, 000
Oct. 28,1925 _____._. -] 25,181,000 |_____ ... Apr. 30, 1930__ L2 €] 72, 000
Nov. 25,1925 _____. -130,360,000 |_.._.____._ May 28, 1930___ 24, 798, 000 73,000
Dec. 30, 1925, .| 81,440,000 |- ... June 25, 1930 16, 402, 000 73,000
Jan. 27, 1926_ - 24,226,000 |- July 30, 1930_ 13, 855. 000 73, 000
Feb. 24 1926.. -1 22, 886,000 |- Aug. 27, 1930___ 17, 220, 000 74. 000
Mar. 31 192601 21, 567, 000 |- Sept. 24, 1930_ . 24, 144, 000 74, 000
Apr. 28, 1926 .o .. 22, 880, 400 |- QOct, 29, 1930 .- 19, 735,000 | * 1,152,000
May 26,1926 _._______ 20, 683, 000 |- Nov. 26, 1930 . -| 26, 515,000 | ¢ 2,095,000
June 30, 1926 . __._.__ 23,979,000 |- ._____._. Dec. 31,1930 ... _______ 28, 540,000 | * 2, 483, 000

1 All sterling.
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21. Does your institution ever acquire bills from other reserve banks to serve
as a cover for Federal reserve notes? State on attached schedule the amounts
and occasions of such purchases.

Atlantg.—Our institution does not acquire bills from other Federal reserve
banks to serve as a cover for Federal reserve notes.

Boston.—This institution does not acquire bills from other reserve banks to
serve as a cover for Federal reserve notes.

Chicago.—We have never acquired bills from other Federal reserve banks for
the purpose of using them as a cover for Federal reserve note issue, but we have
purchasea bills from other Federal reserve banks for other purposes.

Cleveland.—We have not found such practice recessary at any time.

Dallas.—We have never done so but appreciate that occasions might arise
when it would be desirable to do so.

Kansas City.—We have never acquired bills from other reserve banks for the
purpose of serving as cover for Federal reserve notes.

Minneapolis—This bank has never followed this practice.

New York.—This bank has never acquired bills from other Federal reserve
banks for the purpose of providing cover for its Federal reserve notes.

Philadelphia.—No.

Richmond.—No such purchases have ever been made by this bank.

St. Louis.—No.

San Francisco.—No.

22. Present on attached schedule the buying rates on acceptances of different
maturities which have been in force at your institution, with the date of each
change, since January, 1922.

Atlanta—

Schedule of buying rales on acceptances of different maturities which have been in
force at the Federal reserve bank of Atlanta, with date of each change since January,

1922.

Aug. 31, 1925: Percent | Aug. 23, 1926: Per cent
30days ... _____.___.__ 3% 15days. oo . 3%
45 days_ - _____ 3 45days. .. _________ 31
4690 days______ . _______. 33% 120 days. o __ 3%
4months__ _ . ______ 314 5-6 months.__.__________ 4
5-6 months.__.__________ 3% | Sept. 1, 1926:

Sept. 22, 1925: 15'days. oo 314
45days_ ... _____ 34 45days. .o __.____ 317
46-90 days___.. .. __.__._. 3% 120days ooooo oo 3%
4 months_ ___.___________ 314 56months______________ 4
56 months. ___.____.____ 3% | Aug. 5, 1927:

Jan. 8, 1926: 15days. o ______ 3
45days. oo 334 45 days .o _______..___ 344
90 days o 3% 90 days. ... 34
4months____ ______-_____ 3% 4 months_ - ___________ 3%
5—6 months______________ 4 5-6 months_____________. 334

Apr. 27, 1926: Jan. 27, 1928:
15days_ oo ... 3k 45days oo 314
60 days. . ___. 344 90 days. oo 3%
90days. .. ________ 31 120days. oo ____ 31
4months______________._ 3% 5-6 months______.________ 3%
56months____.___._____._ Feb. 3, 1928:

May 20, 1926: 45days oo 34
30days o eoo- 3% 120days-. - ... 3%
90 days_ . .- 34 5~6months._ ____________. 3%
4months. _________.__.__ 3% | Mar. 30, 1928:

56 months_______.______ 30days_ ... .. 3%

May 21, 1926: 90 days. oo __- 3%
30days. oo 3% 120 days._ oo ____. 3%
90days . ___.__ 34 5-6months___.___.____.__. 4
4months_. _ .__________ 3% | Apr. 13, 1928:

56 months_______.__..___ 3% 30days. .. __.__ 3%

Aug. 16, 1926: 120 days_ ... ____-< 3%
45days_ ... 3% 5~6months. ________._____ 4
90 days_ .. ______.___ 3l | May 22, 1928:
4months. . _____________ 3% 120days. ... ________ 4
5-6months___ . __________ 4 5-6 months_ _ . _____._.___ 414
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July 14, 1928: Percent | Feb. 1, 1930: Per cent
120 days e 4y 45days_ . oo 3%
5-6 months_ . _____._______ 4% 120 days_ o oo 4
Aug. 1, 1928: 5-6months. . __.____._____ 4%
90 days. oo .- 41 | Apr. 12, 1930:
dmonths_______________. 4% 120 days_ ... _. 3
6 months_.______________ 5 56 months______________ 3%
Jan. 7, 1929: Aug. 25, 1930:
30days_ o _______._ 41y 75 days e 1%
90 days. . __ . ______ 434 90 days. o ._ 2
4dmonths_________.______ 4% 120 days_ ..o ______ 2%
56 months_ ____._._______ 5 56months__________.___ 28
Dee. 10, 1929: Dec. 26, 1930:
120 days. ... _____ 4 120days_ . _______ 134
5-6 months._ .. ______.__. 414 56 months__._.__._______ 2
Boston.—

Buying rates on accepiances of different maturities which have been in force at this
nstitution, with the date of each change, since January, 1922

Maturities (days)

Trate of change
15 20 30 45 60 75 90 110 | 120 § 130 | 150 | 180
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Buying rates on acceplances of different maturities which have been in force at this

institution, with the date of each change, since January, 1922—Continued

Pate of change

Maturities (days)

15

20

30

45

60

90

110

120

130

150

180
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Chicago.—

907

Federal Reserve Bank of Chicago buying rates on bankers’ acceptances, January 1,
1922, to January 20, 1931

Date effective

1to 15
days

16 to 30
days

31 to4s
days

46 to 80
days

61 to 90
days

91 to 120
days

121 to 180
days

34718—31—p1 6——14
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Federal Reserve Bank of Chicago buying rates on bankers’ acceptances, January 1,
1922, to January 20, 1931—Continued

11015 | 161030 | 31to45 | 46to 60 | 61 to 90 | 91 to 120 | 121 to 180

Date effective days days days days days days days

Jan. 27 o 314 3% 314 338 334 34
314 3% 319 13 %) I S

1 61 to 75 days, 1724 per cent; 76 to 90 days, 2 per cent.
Cleveland.—

Buying rates for bankers acceptances effective at Federal Reserve Bank of Cleveland,
from January, 1922, to December, 1930, inclusive

The buying rates for various maturities are not available for the years 1922,
1923, and 1924. However, the following schedule indicates the minimum buying
rates for bankers acceptances which were in effect during those years. For the
most part, our rates as scheduled above have followed the New York rates.
However, while many changes have occurred in the New York rates since March
20, 1930, no changes have been made in our rates, except that our minimum
rats was reduced to 2% per cent.

Per cenf Per cent
Jan. 1 to Mar. 12, 1922_______ 4 Jan. 1 to May 11, 1924 .______ 4
Mar. 13 to Apr. 20, 1922______ 3% | May 12 to May 28, 1924______ 3%
Apr. 21 to Dee. 31, 1922_._____ 3 May 29 to June 19, 1924__ . ___ 2%
Jan. 1 to Apr. 23,1923________ 3 June 20 to Dec. 31, 1924_ _____ 2
Apr. 24 to Dec. 31,1923 ___.___ 4
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The buying rates in effect for bills of the various maturities from January 1,
1925, to December 31, 1930, are as follows:

Jan. 1 to Feb. 27, 1925: Percent | Aug. 24-31, 1926: Per cent
1to30days. .. ______.._. 2% ltol5days. .. _._____ 3%
3l1to60days____________ 2% i6todbdays. .. ________. 3%
61to90days_______._____ 3 46 to 120 days__ . ___.___._ 3%
91 t0 120 days__.________ 3% 121 to 180 days_ . _.____._ 4
121 t0 180 days. ... _____ 3% Trade acceptances_.______ 4
Sales contracts. ... _._.___ 3 Sales contraets on bills_ _ . 3%

Feb. 28 to June 11, 1925: Sales contracts on govern- .
1to30days. .. o _.__. 3 ments. . ____________.
3l1to60days. . .___._____ 3% | Sept. 1, 1926, to Aug. 4, 1927:
61to90days. - ____._._._. 3} 1tolsdays_ - _______ 3!
91 tg 120 §§3s ___________ 3é 16 to 45 ?izys ____________ 3}2
121 to 180 days__ . _______ 314 46 to 120 days. - _._____ 3%

June 12 to Aug. 30, 1925: 121 to 180 days. .- - .. __ 4
1t030days. ... _______. 3 Trade acceptances. _______ 4
31 to60days___._______. 3% Sales contracts on bills}!

g% 20 ?godgys ------------ gié Ju]:{) 22, 1929, (3% per 3%
o AVS. oo A cent). ... _.__ 4
A 121 to 180 days_ . . _ . .___ 3% Sales contracts on govern-
ug. 31 to Sept. 21, 1925: ments. ... oo oo .. 4
1t0 30 days. - - o 3y | Aug. 5-21, 1927
3ltod4bdays___..__._.__ 34 ltol5days_ . __.___.__ 3
46 t0 90 days._ .- ... ._ 3% iﬁ to 45 gays ____________ 3%
1Tto120days. .. ___.____ 6to90days_ .. _______
?21 (%o 120(135{;5 __________ ?’,;2 91 tg 120 ?g;s ___________ gé‘;
Sales contraets_ . ____._____ 34 121 t0 180 days_ .. .. . _. 3%

Sept. 22, 1925, to Jan. 7, 1926: Repli\rrchas% rai;ce—— 31/

1tod45davs_____________ 3 ork_____.______
46 %o SO ggfrs ____________ 3‘2/{; Clzvgeland ____________ 32:
91 t0 120 days. . _______ 314 Trade bills_ .- ... ______. 34
5 121 tgl80 days..________ 3% Aug.122, }92(;1, to Jan. 26, 1928: 5
an. 8 to Apr. 26, 1926: tol5days. - ___._
1t0 45 days. - oo 314 16 to 45 days_ - .- __ 3
46 to 90 days_ .. _____ 3% 46 t090days___ . ________ 3%
91t0120days____._.___._ 3% 91 to 120 days. . ... __ 3%
121 to 180 days_ - _______ 4 gl to ;80 days___.______ 334
T bills_ .. ____ 4 C rat
S;ﬁ;éeco ;tiacts ___________ 3% epu&ewg Sl?oi{ f}__—_ ________ 3%
Sales contracts, United Cleveland______._____ 3%
States securities. - _____ 4 Tradebills.______________ 3%

April 27 to May 20, 1926: Jan. 27, to Feb. 2, 1928:

g I o

0 AYS_ - oo A o AYS_ oo %

61 to90days. - .- ____ 3% 46 to 90 days_ . _ . ________ 3%

91to120days______._._. 3% 91 to 120 days. _ - ___..___ 3%

121 t0 180 days. __ .. _____ 41 ]1321 to §180 da,yts __________ 334
i 4

Saes contraels 1T B P ew York. .. 3

May 21 to Aug. 15, 1926: Cleveland.______.__._. 3%
lto30days. .. __________ 3% Trade bills___________.____ 314
31to90days. .. _.._. 3}}4 Feb. 8, t04 Mar. 29, 1928: 3

1 20 days_ . __._____ 33 ltod4bdays._ ... _..___
19150 180 days T 3% 46 to 120 days_ . 1111 3
Sales contracts_. . .____.___ 34 121 t0 180 days_ . _ ... __ 3%

Aug. 16-23, 1926: Repurchase rate_.________ 3%
ltod45days__wo_____ 3%3 Trade bills. . ____________ 3%
461090 days. . _____.__. 3% | Mar. 30, to Apr. 12, 1928:

R o e R g%
0 AYS . oo o AYS e e &
Trade acceptances__..____ 4 91to 120 days__._.______ 3%
Sales contraets on bills____ 3% 121 to 180 days.._._._.__. 4
Sales contracts on govern- Repurchase rate_ . ________ 3%
ments. _ .. _._________. 4 Trade bills____ . __________ 4

.

1 Wire from New York of July 21, 1929,
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Apr. 13, to May 17, 1928: Percent | Aug. 9to Oct. 23, 1929—Con, Pereent
lto30days_ .. ___.______ 3% Trade bills_______._______ 6
$21'%0 180 days_ T 30| Oct. 3t Topas T i

0 AYS_ oo ct. , 9:
’Ill‘epur(glase rate__________ 3% 14090 days_________.___ 5
rade bills. ______________ 4 91 to 120 days. oo ___ 5%
May11§ t(ig(;lg 12, 1928: . Plf21£0 18? days__________ 5%
0 AYS. i es rade bills___. . ____._____ 6
121 days and over_ _______ 41 Sales contracts_ .. ______ 514
Repurchaserate__._______ 4 Nov. 1, 1929, to Feb. 7, 1930:
Tradebills.______________ 4% 1to120days. oo _______ 4%
July 11%—2152,01?128: o r1121 to 11,8? days_ . .___._.. 5
] AYS_ o Y4 frade bills_______________ 5
121 t0 180 days_ .. _.___ 4% Sales contracts_ - -.____.__ 43
%epélrcgl.ﬁse rate. . _.__... ii/é Feb. 18;10451330: 3%
rade bills. ______________ 14 0 AYS o em ool £

July 26, 1928, to Jan. 3, 1929: 46 to 120 days_ - - ____ 4
1t090days_ - __________ 4% 121 to 180 days_. ... 4%
91 to 120 days_ - __.__._._ 4% Trade bills.___.__________ 4%
121 t0 180 days_ . _._____ 5 Sales contraets_ __________ 4

5 I;{iaggrti'}ég%e rate._________ 4% | Feb. 11 %—2435 (1;)30: 354

an. , : 0 AYS o e emmee 4
1to80days_ .. .__.__.. 41 46 to 120 days. .- oo ____ 3%
31t090days_ ... 43 121 to 180 days. - .. _____ 41
91to120days___-__.____ 4% Sales contraets_ .. _______ 3%
121 to 180 days. - __ 5 Feb. 24 to Mar. 4, 1930: ,
Sales contracts. ... S| Lo 90days oo 3%

rade bills_______________ 0 BYS . oo A

Jan. 21 to Feb. 14, 1929: 121 to 180 days_ .-~ __ 44

iGt(z 15 dgys _____________ 43/; M Sgles clcgétracts ___________ 3%
o45days. . ___.___ 4% ar. 5-6, 0:

46 to 180 days_ . _ ... _.___ 5 1t0120days_ .- ____.__ 3%

Tradebills._______.______ 5 121 to 180 days. .- __ 4

Sales contracts . __________ 5 Sales contraets_ __________ 3%

Feb. 15 to Mar. 20, 1929: Mar. 6-10, 1930:
ltolsdays. . _.________ 5 lto120days____________ 3%
16to45days. . oo _- 5 121 to 180 days- - - --__ 3%
46 t0 90 days. ... __ 5% Sales contraets. __._______ 3%
%1 té) lg_(ildays ----------- g? Mar-l ltl-i?é,dl%()l 31/

rade bills.__ .. .__.______ o AYS_ oo meeeeeo
Sales contraets_ __.__.____ 5 : 16 to 120 days_ - ______ 3“/‘/2

Mar. 21-24, 1929: 121 to 180 days_ - - ____._ 3%
16t(€ 45 dg,ys _____________ 5;//(; M Sales contraets_ . _________ 3%
46 to 90 days. .- _.___ 5% ar. 14-16, 1930:

91 to 120 days___ . _______ 5% 1tol120days. .- __.___ 3%
121 t0 180 days_ . ________ 5% 121 to 180 days_ ... ____-_ 3%
Trade bills__ . _ .. _____ 5% Sales contracts_ __________ 34

Mar. 25 to July 11, 1929: Mar. 17-18, 1930:
ttodbdays_ . oo .- 5% ltodbdays. - _________ 3}§
46 to 120 days___________ 5% 46 to 120days_ .- _______ 3%
121 to 180 days_.___.____ 5% 121 to 180 days_ .. ____ 3%
’é‘rftde bilés,-% ____________ gi;/é M S%(iszgoligggts ----------- 3%

ales contraets. __________ 4 ar. , :

July 12 to Aug. 8, 1929:. Ttod4bdays. . __..____ 3
1to120days. . ________ 5% 46 to 120 days_ - ____.____ 3%
’}‘21 (‘;o éSl{) days. ... gzz é?ll to 18? da;ys __________ g%

rade bills__.____________ 1 ales contraets_ . ____.____

A Sglées 8)xilzt1‘5,1,?(’3‘081_9_2_9 ________ 5% Mar.12t0 ti)Zlo)?ic. 31, 1930: 5

ug. 9 to Oct. : 0 AYS oo
140 120 days oo 51 121 to 180 days. - - .-_. 314
121 to 180 days. - - .. .o__- 5% Sales contraets_ _.________ 3
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Dallas.—

Minimum buying rales for bankers’ acceptances Federal Reserve Bank of Dallas

Date 15 30 45 60 90 120 5 6
days | days | days { days | days | days [months|months
Jan. 1,1922______ ... [ 6 L] 6 6 6 6 8
Jan, 18,1922___.___________ 4 4 4 4 4 4 4 4
Junel13,1922__. __________ 3 3 3 3 3 3 3 3
Feb.5,1925____. . ________ 3 3 3 3 3 3Yy 3lg 3l
______ 3 3 3Lg 344 3 34 314 314
AAAAAA 313 3% 3l 3% 3% 3ls 334 33
34 344 34 334 334 314 3% 3%
3Ly, 14 34 3% 3% 334 4 4
________ 3% 344 344 34 3lq 3l4 4 4
________ 334 314 3y 34 314 314 4 4
314 314 34 334 3y 334 334 3y
3% 334 3% 3L 314 3% 4 4
334 345 3% 334 33 334 4 4
3l 3l 312 3% 3% 3% 4 4
July 22,1927 1. 314 314 314 384 384 3% 4 4
Aug.5,1927. .. _...._.._. 3 314 314 3y 3Y 33 3% 3%
Aug. 22,1927 . _____. 3 3 3 34 34 334 334 33
Jan. 26,1928 _.__________ 344 3% 3% 3% 334 31, 334 3%
Feb.3,1928__.__________ 344 3y 3y 314 315 3Ly 3% 33
______ 315 314 354 354 354 334 4 4
3% 354 33 334 334 3% 4
4 4 4 4/ 4l
........ 414 414 414 414 414 414 414 45
. 415 415 413 414 414 434 5 5
Oct. 16,1928 . .. ___ 434 43¢ 434 434 43¢ 454 474 4%
Jan. 8, 1929 . - 434 434 414 415 415 43 4% 4%
Jan. 23,1020 ... 45 4i4 454 45¢ 474 5 5 5
Jan. 26,1929 .. _..__ 414 415 454 434 474 5 5% 518
Feb.20,1929__. _______. 415] 414 434 434 5 54 514 514
Mar.4,1929___._________ 474 474 5 5 514 514 514 3
Mar, 22,1929____.______. 5 5 514 544 53% 535 554 5%
Mar. 26,1920 __________. 5 5 )74 5% 514 534 5% 5%
July 9,1929 ... . ... 4% 473 4% B) 5Y 514 5144
Nov.1,1029 - - .- 434 434 43 4 34 4y 43 5 5
Nov. 15, 1929 414 41 4 414 414 44 414
Nov. 22, 1929 4 4 4 413 414
Jan. 31, 1930_ 374 37% 374 4L5) 413
Feb. 13, 1930. 334 334 334 3% 374 3% 414 4y
Mar R 3%% 334 334 354 3% 354 4
Mar. 7,1930_ ... ________. 3L k3% 315 3ls 3L 315 3% 33
Mar.12,1930__._________ - 3l 334 334 334 3% 334 35% 358
Mar. 14, 1930_. ... 3 3y 34 314 3l 3Y 3%4 334
Mar. 17,1930 .. ... _____ 314 314 3% 3 34 3l 3% 3%
Mar, 20, 1930___ .2 1. 314 3% 31 334 335
Mar. 21, 1930_.___.._____ 3 3 3 3 34 34
May 38,1930 ... _____ 234 23 284 234 234 2% 3 3
________ 214 25 215 214 254 234 3 3
________ - 2 214 214 214 254 28¢ 3 3
........ - 254 234 2% 2Ly 215 214
........ . 214 24 217 214 214 234 23 284
________ - 214 214 214 27 24 214 234 234
____________ R 2 z 2 217 284 234
July 1,1930. .. __________ - 124 174 174 2 2y 234 234
July 22,1930 _.____ - 1% 1% 124 1/ 2 2% 234 234
Dec. 24, 1930. 134 134, 134) 1Y, 134 134 2 2
Jan. 16,1931 ... _._______ 184 134 134 134] 134 134 2 2

Kansas City—Our buying rate on acceptances has followed very closely that
of the Federal Reserve Bank of New York. Their schedule will serve as ours.
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Minneapolis.—

NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Buying rates on acceptances of different maturities which have been in force
Minneapolis Federal Reserve Bank since January, 1922

at the

Date effective

1to 15
days

16 to 30
days

31to45
days

46 to 60
days

61 t090
days

91 to
120days

121 to
180days

Mar. 13,1922 _..
Mar. 21,1922_____.
Mar. 27,1922______
Apr. 10,1922 ____
Apr.14,1922_______
May 5,1922____
May 18, 1922___
June 2, 1922____
June 19, 1922___
June 26, 1922_
July 5, 1922_.
July 15,1922___

July 25, 1922
Sept. 21, 1922
Sept. 25, 1922
Sept. 27, 1922

Oct. 2
Oct.
Oct.
Qct.
Oct.
Oct.
Oct. 27,
Apr.17,1923___
May 23, 1923_
July 7,1923__
Apr. 24, 1024
May 1, 1924 .
May 16, 1924 _
May 22, 1924
June 2, 1924__
June 17, 1924_
June 26, 1924

Feb. 27,1025 ___
June 12, 1925___
Aug. 31, 1925___
Sept. 22, 1925__
Jan. §, 1926__
Apr. 27 1926_
May 20, 1926

May 21,1926, .
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Buying rales on acceplances of different maturities which have been in force at the
Minneapolis Federal Reserve bank since January, 1922—Continued

. 1t0 15 |16t030 31 t0 45|46 t0 6061 to75]76 to 90191 to 120] 121 to
Date effective days | days | days | days | days | days | days |180days
AUZ. 16,1926 oo 3% 3% 3% 314) k3% 314 354 4
Aug. 23,1926, ... ... __ . 3% 34 314 315 314 314 3% 4
Sept.1,1926_ . _.___ . 314 314 314 314 315 314 3% 4
Aug.5, 1927 ... . __ . 3 314 34 314 3y 334 334 334
Aug. 22, 1927 . 3 3 3y 3l 314 334 334
Jan, 27, 1928_ _ 314 3% 3% 3% 3%% 3% 314 3%
Feb. 3, 1928__ - 314 3y 3y 314 315 3l 314 3%
Mar. 30, 1928 .- 3L 314 3% 354 354 3% 3% 4
Apr. 13, 1928 .. 354 354 3% 334 334 3% 334 4
May 18, 1928 . 4 4 4 4 4 4 4y
July 14, 1928, __ - 414 414 41 414 414 44 414 414
July 26, 1928 B 414 415 41 414 414 414 454 5
Jan. 4, 1929 - 415 414 434 43 4% 434 474 5
Jan, 21, 192¢ - 434 474 474 5 5 5 5 5
Feb. 15,1920 ... - 5 5 5 514 514 534 54 54
Mar, 21,1920 . ________ - Y 514 54 5%% 534 534 514 594
Mar. 26,1929 ... __ - 5% 534 534 514 5% 514 514 534
July 12,1929 .. ___.._. - 514 54 514 514 54 54 514 51
Aug. 10,1929 - 5% 5% 5% 5% 5lg 544 5% 514
Nov. 15, 1929 - 41 4y 4y 43 4y 4y 44 414
Nov. 22, 1929 . 4 4 4 4 4 4 414
Feb. 1, 1930 - 3% 3% 3% 4 4 4 4 434
Feb. 11, 1930_ - 3% 3% 3% 3% 3% 3% 3% 4
Feb. 24, 1930. - 3% 3% 3% 3% 3%, 3% 3% 434
Mar. 5, 1930. o 3% 8% 3% 3% 354 3% 3% 4
Mar. 7, 1930 315 3Lg 314 314 314 314 3 3%
Mar. 13, 1930 3Y 3% 834 334 3% 334 3% 3%
Mar. 14, 1930 R 3Y 3y 3y k3% 3Y 3% 3% 3%
Mar. 17,1930 ... - 3% 344 3% 314 3Y 3Y 34 3%
Mar. 19, 1930 ____ .. ___ - 3 3 3 314 314 3% 344 3%
Apr.2,1930 .. ___...._._ - 3 3 3 3 3 3 3 34
May3,1930. .. ... - A 234 2% 234 2% 2% 2% 3
May9,1930. ... _..___ - 244 214 243 215 2% 2% 254 3
May 20, 1930 - 21 244 24 213 215 215 2%4 3
June 8, 1930 _ . 2% 284 2% 214 214 214 21 3
June §, 1939 _ 214 2y 24 21 21 214 254 2%
June 16, 1930. - 214 214 214 214 2 214 234 234
June 20, 1930. . 2 2 2 2 2 2 P3%4 234
July 1, 1830, . 1% 1% 1% 2 2 2 214 2%
July 21, 1930 .. 1% 1% 1% 1% 1% 2 2} 234
Dec, 24,1930 oo 134 134 134] 134 134 1% 134 2
New York.—

Buying rates on acceplances of different maturities in force at Federal Reserve
Bank of New York since January, 1922

f
i

121 to
: 1t015|16t030:31t045 461060 | 61to75 | 76 to90 [91t0 120
Date effective days | days | days i days | days | days | days dlfgs
Dec. 27,1921 . ... ... 414 434 4%‘ 4 4y 4y 44 a4
Feb. 6, 1922 4 4 4% | 41 45 4lg 414 44
Feb. 16, 1922 4 %
4

Feb. 28, 1922
Mar. 6, 1922__
Mar. 13, 1922_
Mar. 21, 1922,
Mear. 22, 1922,
Mar. 27, 1922,
Apr. 10, 1922_
Apr. 14, 1922.
May 5, 1922. .
May 18, 1922
June 2, 1922__
June 19, 1922_
June 26, 1922
July 5, 1922__
July 14, 1922_
July 17,1922
July 25, 1922.
Aug. 9,1922__

Sept.21,1922 . _.___.
1 2 to 40 days.
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Buying rates on acceptances of different maturities in force at Federal Reserve
Bank of New York since January, 1922—Continued

T
i

Date effective

i 1to15
days

16 to 30
days

31to45
days

46 to 60
days

61to 75 76 to 9 91 to 120]
days | days ! days

Sept. 25, 1922
Sept. 27 1922
Oct

.13, 1922__
L1317, 1922
. 18 1922
.19, 1922
. 23,1922,

Apr 17, 1923 __
May 17,1923
May 21, 1923.
May 23, 1923.
July 7,1923. ..
Apr. 24,1924
May 1, 1924
May 186, 1924
May 22,1924 .
May 26, 1924.

June 12, 1924
June 17, 1924__.
June 26, 1924
Aug. 8, 1924 __
Aug. 20, 1924
Sept. 3, "1924 -
Oct. 16, 1924 __
Nov. 17 1924
Nov. 28, 1924.
Dec. 3, 1924 _

Dec. 22, 1924
Feb. 6, 1925__
Feb. 27,1925
June 12, 1925.
Aug. 28, 1925_
Sept. 16, 1925
Sept. 22, 1925,
Jan. 8, 1926 __
Apr. 27,1925_
May 20, 1926
May 21, 1928
Aug. 16, 1926.
Aug. 23, 1926
Sept. 1, 1928
July 22 1927 _
July 29 1927.
Aug. 5, 1927__
Aug. 22, 1627
Jan, 27,
Feb. 3, 1998.

Mar. 3() 1928,
Apr, 13, 1928.
May 18, 1928
July 13, 1928_
July 26, 1928.
Jan. 4, 1929___
Jan. 21, 1929
Feb. 15, 1929
Mar. 21, 1929
Mar. 25, 1929
July 12,1929
Aug. 9, 1929
Oct. 25, 1929_
Nov. 1, 1926_
Nov. 15, 1928
Nov, 22, 1929
Jan. 31, 1930_
Feb.7,1930.

Feb. 11 1930
Feb. 24 1930
Mar. 5, 1930.
Mar. 6, 1930.
Mar. 11, 1930
Mar, 14, 1930
Mar, 17,1930 ..

376 to 110 days.
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Buying rates on acceplances of different maturities in force at Federal Reserve
Bank of New York since January, 1922—Continued

121 to
: 11015 [161030 |31t045 | 46t060 | 61t075 | 76t090 |91 to 120
Date effective days | days | days | days | days | days | days dlsgs
Mar. 16,1930 . 3 3 3 3% 3% 34 3% 3%
Mar, 20, 1930_ ) TR U 3 3 3 3
May 1, 1930 - 274 274 2% 2/8 27% 2% 2%} e
May2,1930. ... 24 23 234 2% 284 284 234 3
May8,1930 ..o 214 214 214 214 25% 2% 2% 3
May 19,1930 ..o b 2l4 374 I I
June3, 1930 . .o 234 2% 2% b3 I 24| ..
June 51030 . . _______.____._____ 2l 214 2l 24 214 2 28% 234
June 16,1930 _ .. . ...o___.__._______ 214 214 b2 74 I I 2 .
June 20,1980, ..o oo 2 2 2 2 2 2 2% 234
Juned0,1930. ... . _______ ... 1% 1% )7 R TNUURIURN N U A
July 21,1930 ..o b L Tl 1% b8 24| M IS N
Dec. 24,1930 ..o ... 1% 134 134 134 134 134 134 2
Jan. 16,1931 .. 171 FSR NURN AU AU SIS NSRS RPN
Philadelphia.—
Buying rates on acceptances
In effect 1t0 15 116 to 36 |31 to 45|46 to 60 | 61 to $0 |91 to 120| 121 to
days days | days days days | days ([180days
Jan. 1, 1922, . o e 414 4%l 4y 414 Y 414 4y
Feb.6,1922 ... ... _____. 4 4 414 414 414 414 4y
Feb. 16,1922 . _____________________ 4 4 4 4 414 414 414
Mar. 6, 1922 ... 4 4 4 4 4 414
Mar. 13,1022 . 3/ 3% 4 4 4 4 414
Mar. 21,1922 ... 334 354 3y 3% 384 3% 4
Mar. 27,1922 ... 3l 3l 3l 314 314 354 4
Apr. 10,1922, . ... 3% 3341 3% 3% 334 315 31
Apr.14,1922 ... ... 3Y4 34l 334 3% 3% 314 314
May 5, 1922__ 3%4 3yl 3y 3y 344 334 315
May 18, 1922. k374 3l 34 315 31 3% 315
June2,1922 . ... 314 34| 3%sl 3% 3Y 314 3%4
June 19,1922 ... 34t 314 3% 34 k3% 31 3l
June 26,1922 ... 314 3% 3l 3 344 314 3
July 5, 1922 e 3 3 314 31% 314 31 314
July 15,1922 .. __________.. 3 3 3 3 31% 3% 34
July 25,1922 ... ..o _o.o__.______. 3 3 3 3 3 314 34
Sept. 21,1822 . ______________________ R 3 3 3 3 314 3l 334
Sept. 25, 1922 ... ___________ B 3 3 334 3% 3l 344 334
Sept. 27,1922 .. __________._______ - 314 3% 314 314 314 314 3%
0ct.2,1922. . ... . 3% 34l 814 344 3% 315 315
Oct. 6,1922. ... R 3 3y 34 3i4 33% 315 34
Oct. 13,1922 . oo 314 3| 3% 33 314 314 3%
Oct. 18,1922 . ... A 3% 354 3% 3% 354 3% 3%
Oct. 19,1922 .. ... - 3% 334 3y 3% 334 3% 3%
Oct. 24,1922 ... _ 334 3’4 3y 3% 3% 4 4
Oct. 27,1822 ... . 3% 3% 3% 4 4 4% 414
Apr. 17,1928 IITTTTITTTTTT R 4 4 334 4 414 4% 434
May 23, 1923 T _ 4 4 41z 434 4l 4% 4%4
Tuly 7, 1923 R 4 4 414 434 414 4l 484
ApT. 24, 1924. . 3% 3% 4 4 4 414 417
May 1,192 . - 3% 3% 3% 33 3% 334 3%
May 16,1924 ... - 3l5 315 3% 3% 394 3% 3%
May22,1024 ... 314 34l 3y 3l 31 3y 34
June?2, 1924 __ ... ... ... . 3 3 31 3% 314 3L4 3%
June 17,1924 _________________._. R 214 214 214 214 214 2% 2%
June 26,1924 __ ... ___________ _ 21 217l 2l 2y 21 214 214
Aug. 8, 1924 . . __________. . 2 2 24 214 24 214 2y
Nov. 17,1924 oo - 214 2% 24 2l 2%% 254 254
Nov. 28, 1924 _ _ 244 24l 2% 234 234 284 3
Dec. 3, 1924 . 234 2% 215 214 284 2% 3
Dec. 51924 ... ... B 214 241 28 254 284 2% 3
Dec.8,1924 . __._____ ) 234 234 2Y 284 284 2% 3
Dec. 22,1924 ... __...._.. R 284 2840 2% 2% 3 314 34
Feb.6,1925 ... _______ . 3 3 3 3 3 34| 314
Feb. 27, 1925. _ 3 3 3% 3% 344 3y 3%
June 12, 1925. . 3 3 3 314 314 3y 33
Aug. 31,1925 ___ . ______. B 3% 3% 34 334 334 315 33
Sept. 22,1925 ... ____. . 3y 34 34 334 334 334 33
Jan. 8, 1926 . .. __..___ - 314 314 3% 354 35% 334 4
ADL. 27,1926 e 3% 34l 34 34 318 3% 4
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Buying rates on accepiances—Continued

1to 15 |16 t0o 30|31 to 45 { 46 to 60 | 61 to 90 (91 to 120§ 121 to

In effect days | days | days | days | days | days [180days
May 20, 1926 . .. 3% 3l 3y 314 E3%4 315 4
May 21, 1926_.. o 3L 344 314 34 344 3%% 33

Aug. 16, 1926 -
Aug. 23, 1926 -

Sept. 1, 1926.. -

July 29, 1927__ -

Aug. 5, 1927 . _.___ - b 3
Aug. 22,1927 _____. .- 3 3 3 34 3Y 334 334

Jan. 27,1928 .. ______ 314 31 34 334 334] 314 334
Feb.3,1928. .. ____ 34 3l 34 313 314 314 334
Mar. 30, 1928 ______ 31 31 354 394 334 33 4
Apr. 13, 1928______ 354 35% 334 334 33 3% 4
May 18, 1928_ 4 4 44
July 13, 1928 R 414 £V 414 44 414 4y 414
July 26, 1928 - 414 414 414 414 41 454 5
Jan, 4, 1929 R 414 414 434 434 434 434 3
Jan. 21, 1929__ - 4341 474 474 5 5 5 5
Feb. 15,1929 .. 5 ) 3 514 514 54 alq
Mar. 21, 1920 . .. 5} 514 544 534 53 54 554
Mar. 25, 1929 . .. 534 534 534 516 514 515 534
July 12,1929 el 514 54 54 514 A 514 514
Aug. 91920 __ .. 51¢ 5% 514 5%% 3 359 5k
Oct. 24,0929 ... - 5 5 5 5 5 514 514
Nov. 1,1929____ .- 434 434 434 434 434 434 5
Nov. 15, 1929. - 414 414 417 44 4y 417 434
Nov. 21, 1929 4 4 4
Jan. 31, 1930__ 3% 3% 3% 4 4

Feb. 11, 1930._
Feb. 24, 1930 ..

Mar. 5, 1930 ... 35 3b4  35¢ 355 354 334 354
Mar. 6, 1830 ... 3id  3lg  slg  alg  alel 314 3lg
Mar, 11, 1930_ .. ” 31| 334 334 3%l 33 3%y 3%
Mar. 14, 1930 .. __ . 34 3 3y 34 34 3Y 314
Mar. 17, 1930_ . ... T skl skl sk 84l sy 34l sl
Mar, 19, 1930 ... - 3 3 3 3% 314 3% 3%
Mar, 20, 1930 .. ... __ LTI 3 3 3 3 3 3 3

Richmond.—

Local buying rates on acceptances of different maturities since January 1, 1922

Nore.—From 1922 to 1926 we had an authorized minimum buying rate of 3
per cent. Our practice, however, was to follow the buying rates at which bills
were acquired by the New York bank for system account, adding one-eighth of
1 per cent to each rate for such bills as were bought by us locally. We have
preserved no record of the changes and dates of change prior to May, 1926.
Since that date our minimum buying rates have been as follows:

1926

May 13, 1 to 15 days, 3)4 per cent; 16 to 60 days, 3% per cent.; 61 to 90 days, 3%
per cent.

August 16, 1 to 45 days, 3% per cent; 46 to 90 days, 3% per cent.

August 23, 1 to 15 days, 312 per cent; 16 to 45 days, 3% per cent; 46 to 90 days,
3% per cent.

September 1, 1 to 15 days, 3% per cent; 16 to 45 days, 3% per cent; 46 to 90
days, 3% per cent.

December 10, 1 to 45 days, 334 per cent; 46 to 120 days, 8% per cent.

1927

July 22, 1 to 45 days, 3% per cent; 46 to 120 days, 3% per cent.
August 5, 1 to 15 days, 3}4 per cent; 16 to 45 days, 3} per cent; 46 to 90 days,
3% per cent.
1928

January 26, 1 to 45 days, 3% per cent; 46 to 90 days, 3% per cent; 91 to 120
days, 3% per cent.

February 3, 1 to 45 days, 334 per cent; 46 to 120 days, 3% per cent; 121 to 180
days, 3% per cent.
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March 30, 1 to 30 days, 3% per cent; 31 to 90 days, 3% per cent; 91 to 120 days,
3% per cent; 121 to 180 days, 4 per cent.
Ap4ril 13,1 20 30 days, 3% per cent; 31 to 120 days, 3% per cent; 121 to 180 days,
per cent.
May 7, 1 to 30 days, 3% per cent; 31 to 120 days, 4 per cent; 121 to 180 days,
414 per cent.
May 18, 1 to 120 days, 4% per cent; 121 to 180 days, 434 per cent.
July 13, 1 to 120 days, 4% per cent; 121 to 180 days, 4% per cent.
July 26, 1 to 90 days, 4% per cent; 91 to 120 days, 434 per cent; 121 to 180 days,
5 per cent.
1929

January 4, 1 to 30 days, 4% per cent; 31 to 90 days, 4% per cent; 91 to 120 days,
5 per cent; 121 to 180 days, § per cent.

January 21, 1 to 15 days, 4% per cent; 16 to 45 days, 5 per cent; 46 to 180 days,
5 per cent.

February 16, 1 to 45 days, 5% per cent; 46 to 90 days, 54 per cent; 91 to 180
days, 5% per cent.

March 21, 1 to 45 days, 5% per cent; 46 to 90 days, 5% per cent; 91 to 120 days,
5% per cent; 121 to 180 days, 5% per cent.

March 26, 1 to 45 days, 5% per cent; 46 to 120 days, 5% per cent; 121 to 180
days, 574 per cent. ’

July 12, 1 to 120 days, 5% per cent; 121 to 180 days, 5% per cent.

August 9, 1 to 120 days, 5% per cent; 121 to 180 days, 5% per cent.

October 25, 1 to 90 days, 5% per cent; 91 to 120 days, 514 per cent; 121 to 180
days, 5% per cent.

November 1, 1 to 90 days, 47 per cent; 91 to 120 days, 4% per cent; 121 to 180
days, 5% per cent.

November 15, 1 to 120 days, 4% per cent; 121 to 180 days, 4% per cent.

November 22, 1 to 120 days, 414 per cent; 121 to 180 days, 4% per cent.

1930

January 31, 1 to 45 days, 4 per cent; 46 to 120 days, 4% per cent; 121 to 180
days, 4% per cent.

February 12, 1 to 45 days, 3% per cent; 46 to 120 days, 4 per cent; 121 to 180
days, 43¢ per cent. '

February 24, 1 to 90 days, 3% per cent; 91 to 120 days, 4 per cent; 121 days,
4% per cent,

March 5, 1 to 120 days, 3% per cent; 121 days, 4% per cent.

March 6, 1 to 120 days, 3% per cent; 121 days, 3% per cent.

March 12, 1 to 15 days, 3% per cent; 16 to 120 days, 3% per cent; 121 days,
334 per cent.

March 14, 1 to 120 days, 3% per cent; 121 days, 3% per cent.

March 18, 1 to 45 days, 3% per cent; 46 to 120 days, 3% per cent; 121 days,
3% per cent.

March 20, 1 to 45 days, 3} per cent; 46 to 120 days, 3% per cent; 121 days, 3%
per cent.

March 21, 1 to 120 days, 3% per cent; 121 days, 3% per cent.

May 3, 1 to 120 days, 2% per cent; 121 days, 3% per cent.

May 9, 1 to 60 days, 2% per cent; 61 to 120 days, 23; per cent; 121 days, 3% per
cent.

May 20, 1 to 90 days, 23 per cent; 91 to 120 days, 2% per cent; 121 days, 3}%
per cent.

June 4, 1 to 45 days, 24 per cent; 46 to 120 days, 2% per cent; 121 days, 3}4 per
cent.

June 6, 1 to 90 days, 23 per cent; 91 to 120 days, 2% per cent; 121 days, 2% per
cent.

June 16, 1 to 45 days, 2% per cent; 46 to 120 days, 23 per cent; 121 days, 2%
per cent. ]

June 20, 1 to 90 days, 2% per cent; 91 to 120 days, 2! per cent; 121 days, 21
per cent.

July 1, 1 to 45 days, 2 per cent; 46 to 90 days, 24 per cent; 91 to 120 days, 2)4
per cent; 121 days, 2% per cent.

July 21, 1 to 75 days, 2 per cent; 76 to 90 days, 2! per cent; 81 to 120 days, 214
per cent; 121 days, 2% per cent.

December 24, 1 to 120 days, 1% per cent; 121 days, 214 per cent.
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St. Louis.—

NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Buying rates on acceplances of different maturities which have been in force al
Federal Reserve Bank of St. Louis

18015 {16t030131t045[46t0 6061 to75]76 to 9091 to 120,
Date effective days | days | days | days | days | days | days
Dec. 27,1921 .. 434 43 44 4y 41 43 414
Feb. 6, 1922 ... ... .. 4 4 414 414 414 415 414
Feb, 16,1922 ... ... 4 4 4 414 44 414 414
Feb. 28,1922 ... 4 4 4 4 434 4l 415
Mar.6,1922 ... 4 4 4 4 4 4 4
Mar. 13,1922 ... 3% 374 4 4 4 4 4
Mar. 21, 1922.__ 354 35% 33 3y 3% 3% 3%
Mar. 27, 1922__. 314 314 314 34 314 315 358
Apr, 10,1922 _ ... ... 334 334 334 334 3% 31 3l3
Apr.14,1922_ .. ... .. 34 3y 334 3% 3% 314 344
May 5, 1922. i 3l 3y 3 34 334 34 3%
May 18,1922 ... O] (O] ® 3Y 34 34 3%
June 2, 1922 ... ... 313 3 3316 34| 34 3Y 3l
June19,1922. .. ... 31g 314 34 314 3% 3% 3l
June 26, 1922 ____. ... .. 3l 314 334 3% 314 3% 314
July 5, 1922, . . 3 3 314 3lg 34 3% 3%
July 14,1922 .. ... 3 3 3 3% g 31z 344
July 17,1922 - 3 3 3 3 3% 3% 34
July 25,1922 .. 3 3 3 3 3 3k 3l
Aug.9,1922_ . ____. 3 3 3 3 3 3 314
Sept. 21, 1922 3 3 3 3 314 314 3
Sept. 25, 1922 3 3 3% 344 314 3% 34
Sept. 27,1922 ... 3% 344 3% 315 35 334s 34
Oct.2,1922 . ..o 334 3l 3lg 314 334 3% 31y
Oct.6,1922. .. 3 kA 317 34 3% 3% 314
Oct. 13,1922 . ... ... .. 34 334 3% 34 3Ly 31 315
Oct. 18,1922 ... . ... 3% 354 354 3% 354 334 3%
Oct, 19, 1922 33 334 334 334 33 334 3%
Oct. 24,1922 ... . ... 334 334 334 3% 3% 3% 4
Oct. 27, 1922_. 3% 3% 3% 4 4 4 434
Apr. 17,1923 4 4 4 4 4 414 | 4lg-414
May 17, 1923. 4 4 4 4 414 41¢ | 41641
May 21,1928 e 4 4 4 4% 4zl 41f | 41441
May 23,1923 aeao. 4 4 414 414 414 414 | 4144l
July 7,1923_._ .. .. .. 4 4 414 4% 414 415 414
Apr. 24, 1924 3% 3% 4 4 41 414 41
May 1, 1923__ 3% 3341 33 334 33 334 334
May 186, 1924 3L4 3l 35 354 354 354 354
May 22,1924 .. ___.....__. 3% 3% 317 34 3l 3y 31
June 2, 1924 ___.__..__..____ 3 3 314 34 34 315 3%
June 17, 1924 214 214 244 2V4 214 214 254
June 26, 1924 . 25 214 21 214 214 214 25
Aug. 8,1924_. 2 2 21% 21 2 214 214
Aug.20,1924______ ________ 2 2 216 214 214 214 24
Nov.,17,1924________________ 214 214 2y 234 2341 (¥) *)
Nov.281924_ ______ . ... 2141 24 284 234 214 214 254
Dec.3,1924. . ... 2%% 234 214 215 254 254 234
Dec.4,1924 .. _.___ 21 214 234 234 284 234 2%
Dec. 8, 1924 . _______ 234 234 234 234 234 234 274
Dec. 22,1924 _ ... 234 234 274 2% 3 334 3Y
Feb. 6, 1925__ 3 3 3 3 3 3 3l
Feb. 27,1925 ... ... 3% 3% 3% 314 3% 34 34
June 12, 1925_ 3 3 314 38 314 3y 34
Aug. 31,1925, _._____. 3% 34 3Y 3% 334 3% 314
Sept. 21, 1925 334 3 3% 336 334 314 314
Jan. 8, 1926 314 3% 3% 354 3% 3% 334
Apr. 27,1926 314 3Y 3L 34 314, 314 314
May 21,1926 ... 3% 3L 3% 3u 3 3y 3%
Aug. 16,1926 . ... 334 334 33¢ 315 3% 314 354
Aug. 23, 1926. 33% 3l 35 3% 334 3% 334
Oct. 4, 1926__ 34 3% 36 334 334 334 334
Aug. 5, 1927 3 3% 3% 34 314 3l 334
Aug. 22,1927 __ _______. 3 3 3 3% 34 314 338
Jan. 27,1928 . . _____. 34 3% 3% 33% 3% 334 31y
Feb.3,1928 __ . ______.. 34 3l 3 31z 314 314 314
Mar. 30, 1928.___._.... 314 315 3% 354 354 3% 334
Apr.13,1928 . ____.._. 35 * 3% 334 3% 334 334 334
May 18, 1928__ 4 4 4 4 4 4 4
July 13, 1928_. 41 414 414 4y 4y 414 417
July 26, 1928 . 414 434 414 414 414 44 454
Jan. 4, 1929__ 414 434 434 434 43/ 484 4%
Jan, 21, 1929_ 434 4% 4%% 5 5 5 5
Feb. 15, 1929__ 5 5 5 514 5lg 544 54
Mar. 21, 1929__ 5 54 534 534 534 534 515
Mar, 25,3929, o aeaoo. 534 534 5% 544 545 514 5314
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMs 919

Buying rates on acceptances of different maturities which have been in force al
Federal Reserve Bank of Si. Louis—Continued

- 11015 |16t030]31 to 45|46 to 6061 to 75|76 to 80 |91 to 120{ 121 to
Late effective days days | days days days | days | days {180days

July 12,1920 ___________.._. 544 544 54 514 5% 534 54 5%4
Aug.9,1929.________ 5% 5lg 514 514 5k 515 5% 516
Oct. 24,1929 _______. 8 5 5 5 5 5 514 5%
Nov.1,1928___ 43 43 434 434 434 4% 434 b
Nov. 15, 1928 41 414 44 414 444 4l 434 41
Nov. 22, 1928 4 4 4 4 4 4 4 415
Jan. 31, 1930 3% 3% 3% 4 4 4%
Feb. 11,1930 334 334 334] 374 3% 3% 3% 44
Feb. 24,1930 ___ 334 334 334 3% 3% 3% 374 434
Mar, 65,1930 ... 354 3541 35 35% 3% 334 3%
Mar.6,1930. . ... h3%1 314 3% 314 315 315 3ls 334
Mar. 11,1830 ________ . . 3y 334 3% 3% 334 3% 3% 354
Mar. 14,1930 ________.___._.__. 314 3 34U 3l 3y 3l 3y 336
Mar, 17,1930 ... 3% 344 34 314 314 34 3% 354
Mar. 19, 1930 3 3 3% 3% 3% 3% 334
Mar. 20, 1930 3 3 3 3 34
May 2, 1930 2% 234 2% 234 2% 284 234 3
May 8, 1930 214 215 215 2L 284 254 254 3
May 19, 1930. 2 2% 214 2 214 21 256 3
June3, 1930 _ . ______._____ 234 234 234 244 215 214 2Y4
June5,1930. . ... 2 2 24 214 2l 2 234 28
June 16, 1930 _ ... __._______ 244 2V 214 234 2% 2% 234 234
June 20,1930 ... ... 2 2 2 2 2 2 215 234
June 30,1930, . ... ... - 1% 1% 1% 2 2 2 214! 234
July 2,1830 . ______________ . 174 1% 174 1% 1% 2 2lgl 2%
Deec. 24,1930, ____. . 134 13 134 134 134 134 1%\ 2
Jan. 16,1931 _______ .. ... 154 134 1% 134 134 134 134 2

San Francisco.—Open-market acceptance rates in the San Francisco district
are (of necessity) the same as those ruling in New York. To have higher buying
rates in San Francisco would throw all bills into the New York market. Lower
buying rates would promptly divert bills from New York to San Francisco in
such volume as to make defective action imperative.

The following is recited as an illustration of the neeessity for close coordination
between San Francisco and New York in the question of discount and open-
market rates:

During the latter half of 1928 San Francisco had a discount rate of 4% per cent
against New York’s 5 per cent. Dealers were bidding 43 per cent for 90-day
bills, and New York was buying at from 4% to 4% per cent. Accepting banks
in San Francisco either preferred to borrow at the Federal reserve bank at 41
per cent than to sell their bills in the open market at 431 per cent or to borrow
from the market at a higher rate than to be indebted to the Federal reserve bank.

As a corrective measure, and to give its own member banks the benefit of the
lower discount rate policy, San Francisco accepted offerings of bills accepted by
member banks of the twelfth district at 4% per cent. This experiment proved
to be unsatisfactory, because everywhere it resulted in bringing out of investors’
portfolios acceptances of twelfth district bills, and for a time it made the Federal
Reserve Bank of San Francisco the exclusive market for its own district bills.

23. Does vour institution ever discrimate in the buying rate established on bills
on the basis of the self-liquidating or nonself-liquidating nature of the transaction
from which the bill arose?

Atlanta.—No.

Bostorn.—This institution does not diserimate in the buying rate established on
bills on the basis of the self-liquidating or nonself-liquidating nature of the
transaction from which the bill arose.

Chicago.—No.

Cleveland.—Our rates are fixed on the established credit standing of the
acceptors and indorsers of the bills and satisfactory evidence that the bills
offered are eligible in all respects. It is our understanding that all acceptances
drawn in eonformity with the Federal reserve act and the regulations and rulings
of the Federal Reserve Board would be self-liquidating.

Dallas.—No. We endeavor to buy no bills except of apparent self-liquidating
character.

Kansas City.—Practically all our bills have been purchased through open-
market committee in New York. All bills purchased locally, other than those
handled as rediscounts for accepting bank, have been considered self-liquidating.

Minneapolis.—No.
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3920 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

New York.—This bank does not diserimate in the buying rate for bills on the
basis of the transaction underlying the bill. There would seem to be no logieal
basis for taking bills of the same acceptor with equivalent indorsements at
different rates, because they arose in different classes of transactions, all of
which the law specifically provides may be financed by acceptances. The market
would never discriminate in that way. It deals in bills as credit instruments.
We believe it would be harmful to the position of dollar exchange bills in world
markets as well as at home if such diserimation were attempted. For example,
if a bank in Rio de Janeiro were offered three 90-day bills on the same New
York bank, one drawn against an export of coffee from Brazil to France, one
drawn against the storage of coffee in Brazil awaiting shipment to France, and
the third drawn for the purpose of creating dollar exchange, which are the three
classes of transactions for which bills would most probably be drawn in Brazil,
the Rio de Janeiro bank would never understand why the same rate should not
apply to each of those bills, and when the bills reached this market banks and
other investors would be unwilling to buy any one of them if any doubt existed
as to its rediscount value in this market. Such a practice, in our opinion, would
make for untold confusion in the discount market.

Philadelphia.—No. All bankers acceptance credits should be self-liquidating—
the great majority within the period for which the bills are drawn. In some
cases renewals are permissible where the transaction involving the transportation
and distribution consumes a longer period than 90 days; but whether at the
maturity of the first acceptance, or the renewal, the liquidation of the underlying
transaction should pay off the loan.

Richmond.—No.

St. Louis—Have had no occasion to discriminate, as we believe all bills bought
by us to be self-liquidating.

San Francisco-—No. Bills are bought on the basis of the financial standing
of the accepting bank and its reputation in conducting aeceptance transactions.

24. What has been the effect of ehanges in acceptance buying rates of the Fed-
eral reserve banks on the total volume of bills outstanding?

Atlania.—Do not know.

Boston.—Only indirectly have the buying rates of Federal reserve banks affected
the total volume of bills outstanding. As it is the primary purpose of the Federal
reserve banks to assist in establishing and maintaining an active and independent
bill market, it usually follows (conditions warranting) that Federal reserve bank
rates follow the open market rates, established by accepting houses. It is seldom
that Federal reserve banks take the initiative by establishing new rates, and,
therefore, any changes in the volume of outstanding acceptances brought about
as the result of changes in rates would have been initiated by the acceptance
houses themselves.

A review of the bill rates of the past few years show considerable fluctuation,
both inereases and decreases, while the volume of bills during this period has
shown a steady increase. At the end of September, 1928, the open-market bid
rate for 90-day bills was 4% per cent while the volume of outstanding bills
amounted to $1,004,000,000. This rate was advanced to 5% per cent at the end
of March, 1929, while the volume of outstanding bills increased to $1,205,000,000.
QOur buying rates during this period under review were 4} and 5% per cent,
respectively.

Through 1928 Federal reserve banks had been heavy buyers of bills, but later
in the year much of this support was withdrawn. On December 12, 1928, the
“system” was holding $494,000,000 bills. These holdings declined to $157,-
000,000 on April 10, a reduction of $337,000,000, but the total volume of out-
standing acceptances showed a reduction of only $80,000,000, leaving $257,000,000
bills to be absorbed by the outside market.

Indirectly, buying rates of Federal reserve banks no doubt affect the volume
of bills outstanding. It is most reassuring to the foreign shipper for him to know
that his acceptance, when it reaches this country, will find a ready market at
suitable rates. If Federal reserve bank support were lacking and acceptances
difficult to market, the volume would, no doubt, be curtailed.

Chicago—The total volume of bills outstanding is affected to some extent by
the rates. If the rates are low, as compared to commercial paper rates, this
would increase the volume of bills to some extent, more particularly domestic
acceptances. On the other hand, when acceptance rates are high the volume of
domestic bills is correspondingly reduced. We are unable to determine to what
extent if any the buying rates of the Federal reserve banks have affected the
volume of bills outstanding.
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Cleveland.—The volume of bills in the market is subject to fluctuations in
business or trade and to supply and demand as they affect the money market.
The market really determines the rate, and the market rate, of course, is affected
by any appreciable differences in rates here and abroad, especially between
New York and London. High rates here will send some business to London,
and vice versa.

Dallas.—We think that this question ecould be answered best by appending
statistical data showing the comparison between the range of rates and the
volume of bills outstanding and that the Federal Reserve Bank of New York is
in better position to give this information than we are.

B Kansas City—Refer to division of research and statistics, Federal Reserve
oard.

Minneapolis.—Such a small volume of acceptances is purchased directly by
this .{))zlmk that the effect of changes in our acceptance buying rate is not dis-
cernible,

New York.—We believe that there has been slight, if any, effect on the total
volume of bills outstanding occasioned by the buying rates of reserve banks.
As explained in a previous question, the market primarily determines the rates
at which bills circulate. If rates in this country are too high, some of the business
will go to London. When rates in this country are below London, some business
will flow from sterling to dollars.

As to dollar financing shifting from the form of acceptance, credits to bank
Joans, only a relatively small portion of the business financed by acceptance
credits is susceptible of such shift, but that portion which could be shifted would
change and occasionally has changed on a slight difference in the aggregate cost
of the accommodation. The most noticeable instance of this oecurred during
and in the years immediately following the World War when the American
packing houses were using large amounts of eredit in both deparfments and the
cost of financing through acceptaneces approximated and at times exceeded the
rates at which they could borrow from their banks. Ordinarily, shifts of this
sort due to rate changes have been relatively small.

Philadelphia.—Any change in the buying rate of the Federal reserve banks
would have no effect on the total volume of bills outstanding unless the change
affected the relationship to rates on other instruments of a competitive character.

Richmond.—In our opinion the buying rate of Federal reserve banks constitutes
only one of a number of factors determining the total volume of bills outstanding
at any one time, and the effect of changes in the rates could be only approximately
determined, if at all.

St. Louts.—Not enough acceptance business in the eighth distriet to justify a
conclusion.

San Francisco—1t is too early to determine what effect the system’s buying
rates have had on the volume of bills created because other important factors
have been working to increase the volume of American acceptances.

Suffice it to say, however, that prohibitive rates would soon destroy the desire
to create bills, and a constantly low range of rates offer an inducement to use this
form of credit.

25. What are the factors responsible for the decline in the acceptance com-
missions charged by American accepting institutions over the past six years?

Atlanta.—Do not know.

Boston. —Competltlon has been the chief factor responsible for the decline in
the acceptance commissions charged by American accepting institutions over the
past six years. This cutting of commissions, however, has been limited almost
entirely to foreign credits. When the volume of this class of acceptances first
began to increase, dealers who had been charging a minimum of 1 per cent per
gnnum found that they were unable to hold their business and were forced by
keen competition to lower their commission to three-fourths of 1 per cent per
annum and in some instances to an even lower rate. With commission rates at
three-fourths of 1 per cent per annum American acceptance houses were more in
line with the London rate, which was one-half of 1 per cent per annum plus stamp
taxes, making the total commission approximately three-fourths of 1 per cent.

The decline, if any, of commissions charged by local acceptors for domestic
credits during the past six years has been very slight. Most accepting banks
work under an agreement wherein they charge a minimum rate of 1 per cent
per annum for domestic credits. This commission ranges from a minimum of
1 per cent to in some cases as high as 2 per eent, according to risks and work
involved, although 1% per cent per annum is a fair average.

It is understood that there is a recent movement under way, whereby accepting
banks will agree to charge not less than 1 per cent per annum for both foreign and
domestic acceptance credits.
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Chicago.—Competition between accepting banks for business and to some
extent by the reduction of aceceptance commissions charged by London banks in
competition for international acceptance business.

Cleveland.—Competition for this business between the accepting banks.

Dallas.—Competition between aceepting banks in the American market and
competition between the American banks and foreign hanks.

Kansas City—We are not informed on this subject because of lack of interest
of commercial banks in this district.

Minneapolis—This question can best be answered by commercial banks in
the centers originating a large volume of acceptances.

New York.—We believe that acceptance commissions charged by American
banks and bankers have not generally declined during the past six years. On
choice American business the usual rate six years ago was one-fourth of 1 per
cent for 90 days, and it still is. On business done for account of foreign banks
there has been some reduction. In the years just after the war charges ran from
three-eighths to one-half of 1 per cent for 90 days, but for some years now the rate
has been more generally three-sixteenths to one-fourth of 1 percent. Thisreduction
was brought about by competition, principally competition of London joint-stock
banks, which at present are doing a similar business for one-eighth of 1 per cent.
There is an indication now of American banks, in view of the low discount rates
obtaining in this country, reestablishing one-fourth of 1 per cent for 90 days for
business done for, account of foreign banks.

Philadelphia—The keen competition for business of this character, and the
volume of business handled, has been the ruling factor in the reduction respon-
sible for the decline in the acceptance commissions charged by American accept-
ance institutions for the past few years.

Richmond.—We should say that the decline is caused partly by competition
between banks and partly because of the desire to accommodate the public.

St. Louis.—It is our understanding that foreign competition was responsible.

San Francisco.—(a) Takers of credits showing an improving trend of financial
responsibility; (b) strong competition among American banks; (¢) stabilization
of ¥uropean currencies causing competition of foreign banking houses seeking
to recapture lost business.

26. Present a list of the recognized dealers in aceeptances; i. e., of those dealers
whose indorsement is recognized by your institution. State the net worth that a
recognized dealer must possess. What other standards has your institution im-
posed to which a recognized dealer must attain? What factors are considered
in determining the dealers’ lines of credit?

Atlania.—There are no recognized dealers in bankers’ acceptances loecal to this
district.

Boston.—The names of the recognized dealers in bankers’ acceptances in this
district are as follows: First National Old Colony Corporation, Shawmut Cor-
poration of Boston, National City Co. of Boston, Salomon Bros. & Hutzler.

While there is no stated amount of net worth required, the net worth should be
substantial in amount and adequate for the volume of business transacted.
Determining the dealers’ line of credit or net worth is the first consideration, but
other factors are considered, such as his general standing in the community, his
knowledge and experience and the class of customers for whom he deals.

Chicago.—Discount Corporation of New York, First National Old Colony
Corporation of Boston, National City Co. of New York, Salomon Bros. &
Hutzler, Shawmut Corporation of Boston.

The National City Co. and Salomon Bros. & Hutzler are recognized as dealers
in bankers’ acceptances in this district but they do notindorse bills. They are
privileged, however, to sell us acceptances with an agreement to repurchase
within 15 days the total amount not to exceed $2,000,000 in cach case. The
Discount Corporation operates as a dealer in this market and their indorsement
is acceptable to us, but they carry their entire portfolio.in New York.

This bank does not have a minimum requirement for the capital structure of
the recognized dealers in granting accommodations under sales eontracts, but
the minimum capital of such dealers at this time is somewhat in excess of
$2,000,000.

In recognizing dealers in acceptances it is understood, of course, that they will
circulate at frequent intervals a list of their offerings and be willing to bid for
round amounts of bills at any time. We restrict the amounts bought under
sales contract with any one dealer to a maximum of $2,000,000, which amount
we believe to be sufficient to take care of the requirements of this market. We
have never found it necessary to fix any maximum amount that we would buy
with the indorsement of any of the dealers.
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Cleveland.—Dealers in bills whose indorsements we recognize when purchasing
bills from member banks in our district are those of established firms in high credit
standing, who furnish us regularly with their financial statements in satisfactory
form and whose management is well regarded. Discount Corporation of New
York, First National Old Colony Corporation of Boston, Shawmut Corporation.

Dallas.—(1) Fort Worth National Co., Fort Worth, Tex.; Union National
Co., Houston, Tex.

(2) Minimum paid-in eapital of $100,000.

(8) The principal factors which we consider in determining the recognition of a
dealer are as follows: Ability of management, knowledge of the bill business,
character of transactions, and rapidity of distribution.

(4) Net worth as represented by capital structure, length of maturity of bills
indorsed by dealer, and outstanding and volume and maturity of bills held by us
under repurchase agreement.

Kansas City.—There are no acceptance dealers with headquarters in this
district.

Minneapolis.—There are no recognized dealers in acceptances in this distriet,
except agencies or offices of eastern dealers, and no portfolios of bills are carried
here by these representatives.

New York.—(The Federal Reserve Bank of New York requested that its reply
to this question be omitted.)

Philadelphia.—The Discount Corporation, the Shawmut Corporation, First
National Corporation. We have no rule of thumb regarding the net worth a
recognized dealer must possess. Of course it must be a substantial amount and
must have a proper relationship to its outstanding liabilities. The statement
must indicate proper liquidity and diversification of assets. The personnel and
its connection are also taken into consideration. We have never extended a
dealer a line of credit; our holdings are usually well diversified as to risk. The
indorsement of the dealer gives additional responsibility, but is a secondary
consideration. Unless we are satisfied as to the responsibility of the aceepting
bank we do not purchase the bill.

Richmond.—This bank buys from dealers only bills which are accepted or
indorsed by member banks of this district, and in practice has bought such bills
onlg from Shawmut Corporation of Boston and the First National Corporation
of Boston.

St. Louis.—We have not been called upon to grant credit to dealers since 1923;
consequently, have had no occasion in recent years to determine the standards a
recognized dealer should possess.

San Francisco.—(a) National City Co. of California.

Owned by National City Co. of New York which guarantees Net worth
California corporation’s obligations. .. ____________________ $110, 000, 000
American Securities Co_ _ .. 1, 350, 000

(b) Worth of dealer must be commensurate with liabilities for the character of
its business.

(¢) Required that the dealer be a bona fide buyer and distributor of bills.

(d) Dealer’s line of credit is determined upon financial responsibility and
extent credit needed to carry an appropriate portfolio.

27. On an attached schedule, present since January, 1924, weekly statistics
of the volume of acceptances held in the portfolios of dealers operating in your
district.

Atlanta.—All dealers operating in this district are branch offices of outside
firms.

34718—31—pTr 6—15
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Boston.—

Weekly statistics of the volume of acceptances since January, 1924, held in the
portfolios of dealers operating in district No. 1

[000 omitted]

Date Amount Date Amount Date Amount

1925

$5, 142
5,055
990
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925

Weekly statistics of the volume of acceptances since January, 1924, held in the
porifolios of dealers operating in district No. I—Continued

[000 omitted]

Date Amount Date Amount Date Amount
$8, 466 36,315 $8, 990
9, 152 5,716 6,930
6, 721 5,199 5, 368
5,799 3,830 8,101
8, 021 4, 855 6,726
7, 085 2,490 6,874
7,079 3,417 4, 650
5,373 3,865 7,492
6, 387 2,778 5, 696
9, 349 3,738 8,258
6, 179 11,435 9, 549
5, 180 11,178 9,623
7,201 9, 283 7,575
7,995 8,153 7,679
11, 000 10, 673 5, 240
8,752 8, 044 5,657
5,899 4,074 5, 748
6,911 3,216 5,199
6, 694 5,079 4,772
4, 660 5, 604 3, 476
3, 562 6,384 3,783
6, 104 8, 580 1, 591
7,133 6, 928 3,611
8, 459 9, 794 2,140
7,083 11,183 4,797
5,815 9,813 6,753
8, 480 9, 749 3,333
7,492 8,815 2,054
11, 268 7,730 1, 010
12, 786 7,640 1,673
13,310 8,122 1,971
12, 981 7, 598 1,030
14,332 8, 576 1,833
17,773 9, 369 2,389
14,174 8, 380 1,688
14, 100 5,711 2, 246
12, 868 3,407 1, 263
10, 791 4,105 1,897
8,100 3,827 2,684
6,104 4, 697 3, 065
8,170 5, 081 1,079
6, 365 327
9,215 416
6,772 11, 126 660
8, 280 13, 470 1, 285
11, 835 13, 188 1, 549
7, 639 1,077
10,158 1,927
, 302 11, 242 1,787
9, 587 10, 572 2,742
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Chicago.—

Dealers’ holdings of bankers’ acceptances in seventh Federal reserve district, by months
Jrom January, 1924, to December, 1926, and by weeks from December 22, 1928,
to January 14, 1931, together with an estimate of the amount of acceptances held
which were acquired directly from accepting institutions, and from others

[In thousands of dollars]

NotTE,—Bill dealers in seventh district state that less than one-eighth of 1 per cent of their bills are pur-
chased directly from drawers, inasmuch as accepting banks handle practically all of the transactions, either
for their own account, or for account of the drawer.
part acceptances received from eastern offices of the same dealers.

Holdings of bills from “others’’ include for the most

Dates Total [Acceptors| Others Dates Total [Acceptors] Others
2,921 1,823 1,008 3, 690 922 2,768
4,921 4, 366 6156 3,209 802 2,407
4,995 4, 440 555 3, 256 1,302 1,954
5,271 2, 635 2, 636 3,009 1,952 1, 147
2, 502 1,752 750 2, 645 1,674 971
1, 506 1, 004 502 2,677 2,013 664
3, 690 3,354 336 4, 051 3,038 1,013
2,153 1,821 332 5,126 3,844 1,282
7,360 3,800 3, 560 5,945 3, 807 2,138
5, 937 3, 564 2,373 6, 097 3,048 3,049
2,424 1, 557 867 6, 180 2, 3, 600
2,087 1,349 738 5,802 2,400 3,402

5,740 546 5, 194
6, 355 2,635 3,720
2, 207 1,207 1, 000 4, 837 1,934 2,903
1,843 1, 000 843 7,458 2,574 4,884
4, 551 2,276 2,276 5, 566 2,783 2,783
2, 542 1,271 1,271 6, 634 , 326 5, 308
3,539 2,831 708 3,438 1,376 2,062
1,002 546 546 5,421 1, 807 3,814
2,029 1,295 734 5,024 2,512 2,512
1, 466 1,064 402 4,291 2, 861 1, 430
931 500 431 4,383 3, 066 1,317
1,321 444 877 4, 622 2,311 2,311
2, 061 1,374 687 4,228 1,057 3,171
2,675 1,338 1,337 2, 683 1,074 1, 609
2,453 1,635 818

1,941 970 971
3,750 2, 500 1,250 || 4, 584 2,750 1,834
2,618 1,746 872 |i 4, 754 3, 169 1, 585
5,468 3,780 1,688 || 3,403 2, 552 851
5,001 3,751 1, 250 3,175 1, 588 1, 587
3,822 2, 700 1,122 2, 296 765 1, 531
5, 335 2, 800 2,535 1, 204 301 903
2, 534 1, 583 951 2, 551 1, 547 1, 004
3,420 2, 100 1,320 2, 546 1,183 1,363
5,198 2,718 2,422 4,014 2,007 2,007
4,314 2,744 1,570 4,291 2, 452 1,839
b, 132 2, 700 2,432 4, 445 2, 667 1,778
4,037 1, 550 2,487 4,845 2,422 2,423
............. 4,801 2,220 2,581 5,468 3,124 2,344
1,468 870 598
2,393 950 1,443
5, 842 2,921 2,921 2,264 1,132 1,132
5,871 4,408 1,463 3,033 607 2,426
5, 096 1,274 3,822 3,164 1, 266 1, 898
4,300 1,433 2, 867 2,671 1,781 890
5,753 2,877 2,876 2,926 1,463 1, 463
6,140 3,070 3,070 3,667 1,377 2, 290
6, 188 3,094 3,004 3,998 1,440 2, 558
6, 067 2,426 3, 641 3, 951 3,102 849
5,955 2, 5563 3,402 3, 896 2,976 920
4,951 2,476 2,475 4, 169 3,127 1,042
3,119 1, 859 1, 560 2, 691 2,491 200
3,284 1,312 1,972 2,766 2,375 391
3,350 1,340 2,010 2,921 2, 241 680
3,202 1,067 2,135 1,783 1,300 483
3,485 1,044 2,441 1,884 1,413 471
2,708 1,084 1,624 935 935 |oeere e
3,820 1,910 1,910 2,412 1,206 1,206
3,461 1,730 1,731 2,910 1,746 1,164
3,343 2, 142 1,201 2, 567 1,283 1,284
4,253 2, 550 1,703 2,279 1,519 760
4,203 2, 102 2,101 3,845 2, 663 1,182
5,000 2,036 3,054 3,907 1,302 2, 605
3,048 1, 568 2, 380 3,755 1, 504 2,251
4,855 1, 539 3,318 2,381 1,587 794
June 22 . _._.._. 3,108 776 2, 330 3,949 2,962 987
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 927

Dealers’ holdings of bankers’ acceptances in seventh Federal reserve district, by months
from January, 1924, to December, 1926, eic.—Continued

[In thousands of dollars]

Dates Total [Aeceeptors| Others Dates Total |Acceptors| Others
1929
3,236 2,427 809 {| Dec. 4. ___:.____._. 5,833 5,250 583
4,617 3,463 5, 191 4,326 865
2,283 1,522 5,525 4,604 921
3,822 2,204 7,263 6, 355
4,270 2, 562 7,062 6,118 944
4,843 3,395
3,576 2,145
2,781 927 8, 555 5,343 3,112
4,123 1,374 6,920 4,792 2,128
3, 945 1,462 5,479 3,288 2,191
4,275 3,420 4,437 3,187 1,250
3,944 3,120 4,154 2,310 1,844
3,805 3,300 595
2, 892 1,928 964
3, 008 2, 505 2, 536 1,268 1,268
4,039 673 5,476 2,738 2,738
4, 552 1,518 2,574 711 1,863
4,890 2,720 4, 797 2,308 2,
6, 546 3,273 4,091 1,435 2, 656
5,513 2,756 9,830 4,915 4,915
5,198 3,250 4,797 3, 045
3,453 2,100 6,314 3,157 3, 157
2,813 2, 500 8,512 2,338 1,174
3,276 2, 30 1,920 1,300 6
4,421 2,520 3,126 1,042 2,084
6, 308 5,706 3,209 1,840 1,369
1,029 3,015 1,206 s
2,120 1,064 4,470 1,917 2, 553
2,374 1,187 3,395 1, 697 1, 698
2,671 1,410 4,223 3,167 1,058
691 0 3,828 1,914 1,914
3,726 2, 200 3,425 2,854 571
3,047 2,424 3,214 2,143 1,071
4, 530 1, 750 3,025 2,420 805
4,002 1,950 1, 530 1,330 200
3,195 2,600 1,881 705 1,176
2,353 1, 569 1,937 963
2,646 1, 690 322 300 22
2,726 1,363 1, 605 802 803
2, 540 1,380 2,547 1,810 637
2, 898 5 854 800 54
3,454 1,368 769 710 59
3,496 1,500 1,134 1,100 34
4,271 2,903 400 37
6, 990 6, 000 333 320 13
6, 908 5,916 1, 158 926 232
4,453 3, 560 2, 697 1, 348 1,348
5,645 4,788 2,658 1, 690
5, 686 4, 692 1,963 981 982
5, 984 5,074 1,730 288 1,442
6, 244 5, 620 1,452 262 1,180
4, 440 3, 510 1,522 1,016 &
3,745 2,975 834 417 417
4,538 3,631 909 606 303
4,378 3,831 3, 216 1, 608 1,608
5,201 4,025 2,483 828 1, 655
8,197 2,897 1,768 884 884
1,812 432 2, 589 1,294 1,295
3,922 1,632
4,078 3,262
5,128 4,487 1,904 1,666 238
8,486 2,789 784 87 697

Cleveland.—We have had no dealers in this district in the period covered.
. Dallas—We have no means of obtaining this information without making
inquiry of dealers, which we shall be glad to do if you desire.
di tqntsas City.—There are no acceptance dealers with headquarters in this
istrict.
Minneapolis—See answer to question 26.
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028  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Volume of acceptances reported as held in portfolios of dealers in New York district,
January 2, 1924, to January 14, 1931

[In thousands of dollars]

Date Amount Date

Amount

Amouunt

SO0t 20
| Oct. 27
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 929

Volume of acceptances reported as held in portfolios of dealers in New York district,
January 2, 1924, to January 14, 193]—Continued

{In thousands of dollars]

Date Amount %I Date Amount Date Amount
73,437 56, 282
, 029 64,723
85,139 60, 364
66, 681 1! 41, 555
53,013 35,703
54,380 22,893
45, 244 24,733
50, 610 35, 531
48,948 53, 174
48, 658 55, 700
35,828 49,033
38, 020 47, 438
45,710 58, 741
50, 033 51, 301
46, 846 64, 357
, 987 32,478
44,372 21, 278
47,436 18, 228
40,679 20,428
30, 306 40, 894
37,932 59, 667
, 260 66, 701
42,203 59, 204
50, 148 75,491
61,273 83, 649
49,112 89, 269
5 95, 832
65,148 93, 793
, 609 85, 984
73,717 91, 573
, 258 96, 166
78,364 98, 450
80, 480 87, 647
68, 783 34,088
69, 833 48, 317
65, 687 44,738
59, 205 53,823
78,462 34,618
83,110 69,072
67,217 113, 567
78,889 135, 988
121, 087
174, 539
71,299 177,172
76,484
77,190
82,930 | 218, 758
77,177 185, 092
68, 565 157, 996
54, 766 118,313
, 204 119,413

Philadelphia—No record.

Richmond.—There are no dealers located in this district.

St. Louis.—We are not familiar with portfolios of dealers having offices in this
district. In attempting to fill orders of member banks to purchase bilis, we have
not in recent years found any bills being held in St. Louis.

San Francisco—(Data omitted at request of Federal Reserve Bank of San
Francisco.)

28, In connection with the data presented in answer to the above question,
estimate the amount of acceptances in the dealers’ portfolios that they have
acquired directly from the aceepting insitutions, from drawers of bills, and from
other sources.

Atlanta.—None.
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930 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Boston.—
Weekly statistics of the volume of acceptances held in the porifolios of dealers operating

tn this district showing the estimated amount acquired directly from accepting

institutions, from indorsers, and from other sources since January, 1924

[000 omitted]

Date

from—

Estimated amount purchased

Accept-
ors

ers

Indors- | Other

sources

Total

Date

Estimated amount purchased’
from—

Accept- | Indors- | Other
ors ers |sources| Lotal
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Sept. 22 ...

$125 $871 | $4,150

1o 2,061 4,792
142 1,278 4,735
436 509 3,637

186 653 3,109

63 442 3,155

446 214 1,784
352 78 3,911

618 586 3,254
........ 1,212 3,910
224 [ 1,195 3,734

138 940 2,766

........ 1,036 2, 960
363 ' 4,034

352 | 1,058 3,917
........ 354 3,218
51 69 1,714

19| 239 1,493

703 95 5, 855
832 | 1,217 6,404
336 606 6,726
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931

Weekly statistics of the volume of acceptances held in the portfolios of dealers operating
in this district, etc.—Continued

[000 omitted]

Estimated iarmount purchased

Estimated amount purchased
from—

Date Date
Accept-|Indors-{ Other Accept- | Indors- | Other
ors ers sources Total ors ers sources Total
$1,488 | $2,188 $4, 434 $403 | $4,927
2442 | 3,645 3,993 124 | 411
2481 | 3,703 4814 | 0T 201 | 5015
2581 | 4,374 3,595 |- 73| 3,668
1757|2510 e 877 | 5,846
2032 | 3,985 6,458 | $230°| 1,206 | 7,973
2,618 | 3,687 5,146 | 2312 | 7,458
1640 | 2,982 7,619 | 1607 678 | 8466
2,318 | 3,920 7,870 92| 1,190 | 9,152
95| 5439 5,310 67| 1,344| 6,721
120 | 5,987 3,695 |- 2204 | 5709
779 | 5195
2,048 | 9751
L9904 | 13,872
93| 7,527
842 | 7,654
257 | 12,837
208 | 14,912
563 | 14,076
2,082 | 12,248
4890 | 16,863
510 | 12,746
485 | 12,425
3285 | 12,636
3,493 | 10,585
;508 | 10,994
1606 | 8,451
2813 | 9,074
2,000 | 8,038
3,872 8801
3,053 | 7,633
82| ¢
2,103 | 10,515
3199 | 9,997
5870 | 11,758
1283 | 13,131
943 10, 483
4,308 11,045
3,452 | 8,219
830 | 6,387
658 | 4,384
2,011 | 5 435
456 | £072
301| 6020
968 6,917
1,011 6, 737
417 8, 346
P98 | 1061
503
, : 2,573 | 9,777 1,422) 6,772
| 1208 4802 580 | 2,808 | 8 280
, 6,864 | 237 | 4734 | 11,833
1,720 10, 117 5,424 1,298 917 7,639
Al e 6,704 |- ____| 3,454 10,158
) 6,060 | 1,387 914 | 8302
4011 10,022 9,204 9% | 87| 9,587
, ;
Z196 | 10.981 5000 | 190| 12| 6315
7 , 55 3944 | 572| 1,200| 5 716
1 12,588 gan1 | 312| 41| 5199
) g 3332 | 268 | 230| 3,830
917 | 6110 4,661 97 971 4,855
ury  3,8% 2191 | 199 100| 2490
5371 6.716 2,904 60| 444 | 3417
L3 7,618 3324 77| 464| 3,865
2,160 8,309 1,085 ... 833 | 2,718
Leoo | L8 065 | 187 | 486 | 3,738
35 , 16 ) 603 114 | 5718 | 11,435
10,507 |- ooemo_ 671 | 11,178
84| 8395 500 |- ... 2,692 | 0,282
1,205 | 6168 7,256 | 4087 489 | 8153
50 | 5 801 685 | 2,088 | 10,673
167 | 5,568 6274 1222000 17701 8044
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032  NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Weekly statistics of the volume of acceplances held in the portfolios of dealers operating
in this district, etc.—Continued

[000 omitted]

Estimated amount purchased Estimated amount purchased
from— from—
Date Date
Accept- | Indors-{ Other Aceept- | Indors- | Other
ors ers {sources| Total ors ers |sources| Total
1930
$ 611 Mar. 19 ...

£%
8
3
8
o
8

1 091 £0 00 00 i i
M8

R I A T A A N I N A A R A L N T R R B T

Chicago.—See reply to question No. 27,

Cleveland.—We have had no dealers in this district in the period covered.

Dallas.—See answer to question 27.

Kansas City—No information available on this subject.

Minneapolis—See answer to,question 26.

New York.—Dealers do not classify their purchases under those heads. Their
classification is, purchases from acceptors, from indorsers, and from others.
Following is a schedule prepared from weekly reports made by New York dealers
to this bank, showing aggregate amount of bills held at the end of each week in
each of the years from 1924 to 1930, inclusive. classified accordingly,
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 933

Bankers’ acceptances held in dealers’ portfolios weekly, January 2, 1924, to January
14, 1931, estimated as to source from which acquired

[In thousands of dollars]

Fron: F Fron; -

aceept- | From accept- | From

Date ing P | indors- gﬁa’g Total Date ing in- |indors- fg&% Total
stitu- ers stitu- ers
tions tions

7,200 | 24,800 | 43, 200 . 15,700
7 19,700

6,500 | 45,600 | 74,900 || Sept. 22
13,800 | 22,900 | 67,600 || Sept. 29_ -l 22,400 | 15,200 | 11,400 | 49,000
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934 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

Bankers’ acceptances held in dealers’ portfolios weekly, January 2, 1924, to January
14, 1931, estimated as to source from which acquired—Continued

[In thousands of dollars]

From F From -
accept- rom aceept- Tom
Date ing in- |indors- gﬁ%‘;‘s Total Date ing in- {indors- &{10;13 Total
stitu- ers stitu- ers
tions tions

41, 300
53,400
52, 80O
40, 600
40, 300
_________ 46, 100

LN

1928
Jan. 4. __._____ 53, 400
Jan. 11 33,700
Jan, 18__ 30, 900
Jan. 25_ 45,100

38, 200
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

935

Bankers’ acceptances held in dealers’ portfolios weekly, January 2, 1924, to January
14, 1931, estimated as to source from which acquired—Continued

[In thousands of dollars]
From F ’ Frontl F
aceept- rom accept- Tom
Date ing in- |indors- (ﬂ‘&’fs Total Date ing in- | indors- OE{IO;‘I; Total
stitu- ers stitu- | ers e
tions tions
6,000 | 21,300 75,200 | 31,600 | 34,500 | 141,300
4,000 | 18,200 75,400 | 26,100 L300 | 145, 8300
3,500 | 20,400 . 000 | 19,400 | 32,900 | 110, 600
10,800 | 40,900 66,700 | 17,300 [ 23,700 | 97,700
19,900 | 59,700 , 000 [ 20,900 | 29,300 | 114,100
19,200 | 86, 700 49,500 | 15, 600 | 18,100 ,
11,100 | 59, 200 , 500 | 17,000 | 18,200 | 95,700
23,300 7 75, 500 55,000 | 16,900 | 31,100 ,
21,600 | 83, 600 ,900 | 15,200 | 29,000 | 84, 100
24,300 | 89,300 59,900 | 22,600 | 23,800 ! 1086, 300
20,900 | 95, 800 41,700 | 14,600 | 15,800 | 72,100
24,200 | 93, 800 23,000 | 7,700 | 7,600 [ 38,900
19,800 | 86,000 31,400 | 11,700 | 9,300 | 52,400
22,100 | 91,600 53,800 | 19,400 | 19,800 | 93,000
22,500 | 96,200 58,400 | 21,200 | 24, £00 | 104,100
22,400 | 98, 500 300 | 15,900 | 17,200 | 67,400
18,600 | 87,600 11,600 | 4,100 | 6,000 | 22600
5300 | 34,100 19,400 | 9,000 | 9,600 | 38000
7,400 | 48,300 17,100 | 8,000 | 7,800 [ 32.900
8,800 | 44,700 18,500 | 6,200 | 10,300 [ 35, 000
11,500 | 53,800 19,300 | 6,400 | 10,600 | 36,300
8,300 { 34,600 ,000 { 7,500 | 11,300 | 38,800
17,100 | 69,100 24,000 | 8,500 | 11,900 | 44, 400
27,200 | 113, 600 23,400 | 8,100 | 8,400 | 39,900
31, 800 | 136, 000 23,100 | 7,400 | 7,800 | 38,300
20,700 | 121,100 ,600 | 7,200 | 7,500 | 37,300
49, 600 | 174, 500 31,900 [ 12,200 | 15,200 [ 59,300
| 52,300 | 177, 200 46, 300 | 13, 600 , 000 | 82,900
5,700 | 20,400 | 34,400 | 114, 500
31,600 [ 9,700 | 13,000 | 55 300
63, 700 | 218, 800 ), 500 | 7,500 § 10,100 | 38,100
52, 600 | 185, 000 15,300 | 4,300 | 6,300 | 25,900
49, 000 | 158, 000 13,800 | 6,500 ] 7,100 | 27,400
28,200 | 118, 300 16,000 | 8,000 | 9,100 [ 33,100
24, 200 | 110, 400 19,000 | 9,500 | 11,000 | 39,500
39,000 | 108, 000 21,200 | 8,700 [ 9,400 | 39,300
24, 500 | 113, 200 32,300 | 12,200 | 17,100 | 61, 600
28,400 | 114, 600 39, 800 | 10,100 , 000 | 69, 900
24,900 | 102,700 31,400 | 8,800 | 12,900 | 53,100
16,700 | 104,
21,100 | 70,300
39,300 | 145, 000 7,200 | 15,500 | 63,600
35,900 | 151, 300 5, 600 ,300 | 39,200
Philadelphia.—There is practically no bill market in this district. There are

several representatives of New York and Boston houses located in this city, but
their bill operations are a very small part of their business, and the few bills they
buy are carried at the main office. It is therefore impossible to supply you with
this information with any degree of aceuracy.

Richmond.—See answer to 27.
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936 NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS

St. Louis.—None in the eighth distriet.

San Francisco.—(Data omitted.)

29. State on attached schedule the amount of acceptances held under resale
agreement by your institution on the last reporting date in each month since
January, 1922.

Atlanta.—None.

Boston.—

Amount of acceptances held under resale agreement by this institution on the last
reporting date in each month since January, 1922

[000 omitted]
Date Amount Date Amount Date Amount
1925 1928

________________ $1,040 || Jan. 250 ___________| $4,158
21 || Feb. 20. 5,843
506 8, 476
244 7,514

Chicago.—See answer to No. 18.
Cleveland.—Statement following covers transactions in 1922 and 1923; no
transactions since September 26, 1923.

Bankers' acceptances held under resale agreement on last reporting day of each month

January, 1922__________ $411, 331. 33 | November, 1922________ $39, 063. 29
February, 1922_________ 513, 873. 11 | December, 1922________ 42, 036. 58
March, 1922___________ 324, 435. 88 | January, 1923__________ 91, 236. 71
April, 1922____________. 61, 899. 87 | February, 1923_.________ 295, 302. 74
May, 1922_____________ 95,274. 54 | March, 1923___________ 70, 907. 12
June, 1922____________. 147,080.28 | April, 1923_____________ 116, 843. 99
July, 1922_____________ 48,914. 66 | May, 1923_____________ 11, 758. 56
August, 1922___________ 56, 074. 60 | July, 1923_____________ 40, 900. 00
September, 1922________ 97,836. 78 | August, 1923___________ 103, 900. 00
October, 1922 _________ 226, 790. 45

No similar transactions since 1923.
Dallas—See following schedule, which dates back to 1926, when we first
began operations in resale agreement transactions.
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937

Amount of bankers acceptances held under resale agreement by the Federal Reserve
Bank of Dallas at last reporiing date in each month since January, 1922

Date Amount Date Amount Date Amount
None prior to Dec. 29, Jan. 25, 1928__________ | $500,000 | Apr. 24,1929 _______._| $83, 134
1926. Feb. 29, 1928_ - May 29, 1929 188, 826
Dec. 20,1926 _..___.__ $130, 858 1 Mar. 28, 1928 . 118, 247
Jan. 26, 1927__ 73,969 || Apr. 25, 1928_ R 360, 914
Feb. 23, 1927._ None. || May 30, 1928. - 211, 545
Mar. 30, 1927 713,901 || June 27, 1928 _ - 370, 665
Apr. 27, 1927__ 611,669 || July 25, 1928__ 526, 290
May 25, 1927__ 622,737 || Aug. 29, 1928_ 352, 952
June 29, 1927__ 265, Sept. 26, 1928 421, 433
July 27, 1927 . 118,113 |{ Oct. 31, 1928 388, 140
Aug. 31, 1927 1,370,000 || Nov. 28, 1928 252,421
Sept. 28, 1927 1,091,373 || Dec. 26, 1928 103, 039
Oct. 26, 1927 1,155,000 {| Jau. 30, 1929 231, 281
Nov, 30, 1927 145,000 || Feb. 27, 1929
Dec. 28, 1927__ 476, 644 || Mar. 27, 1929__ 3

Kansas City.—None.

Minneapolis.—We have

January, 1922.
New York.—

never held acceptances under resale agreement since

Amount of acceplances held under resale agreements by the Federal Reserve Bank of

{In thousands of dollars}

New York onthe last reporting date tn each month since January, 1922

Amount

Date

Amount

Amount

12, 000
17, 000

585, 043
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Philadelphia.—

Acceptances held under resale agreement, close of business, monthly
January, 1922 e $184, 839. 67
February, 1922 el 246, 776. 69
Mareh, 1922 e
April, 1922 . . 125, 000. 00
May, 1922 L e 273, 977. 25
June, 1922 e 523, 977. 25
July, 1922 e 499, 783. 06
August, 1022 o 475, 101. 14
September, 1922 .l 206, 384. 36
October, 1922 _ L 322, 956. 60
November, 1922 . .. 317, 956. 60
December, 1922 530, 565. 82
January, 1923 . Ll 926, 231, 40
February, 1928 L e 486, 464. 12
Mareh, 1923 L 597, 130. 46
April, 1928 e 492, 715. 50
May, 1928 . e 279, 230. 19
June, 1928 . e 176, 230. 19

chhmond.——-N o such acceptances have been held,
St. Louis.—

Acceptances held under resale agreement on last reporiing dale in month for the
Jollowing years

January, 1922__________ $15,737.03 [ July, 1922 ___________ $440, 002. 89
February, 1922___._____ 480, 941. 27 | November, 1922________ 600 523. 38
May, 1922 ____________ 605, 697. 00 | January, 1924__________ 739, 628. 68
San Francisco.—
[000 omitted]
Date Amount Date Amount Date Amount

Augus
September._.__

September. September...__._ -
QOctober_._. 1,016 | October__.. 1,866 |} October.... - 3,411
November._ November. 1,823 || November. - 1,300
3,881 || December.. - 3,061
1929
3,236 { January. .. ......._... 4, 597
3,854 || February.. 4,331

March

September.__
October._____
November.
December._...oco.--

1924 1927
January oo comceeee- 2,563 )| January ... ________
February.... 2,095 || February._.
March..._.._.. March__.__._
April______ 9 April.
May May.
June June_.
L1325 S, July..
August August..
September. September.
October____._.. October..____ -
November. .. November. . -
December_ ... December__..__.._._..
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 939

30. Present statistics of the rate prevailing in respect to the resale agreements
against acceptances with changes in the rate and the date of each change since
the inception of such agreements.

Atlanta.—None.

Boston.—

Statistics of rates prevailing in respect to the resale agreements against acceptances
with changes in the rates and the date of each change, since the inception of such

agreements
Daily Daily
average average
amount of; amount of
accept- accept-
ances ances
Date Rate held for Date Rate held for
dealers on dealers on
resale resale
agree- agroe-
ments ments
® 3% 1]
3% O3
334 O
| 3 @
® | 3% (N
O] 34 [0
Q] ; 3% Q3
O] 3 (O]
] 334 [
] 34 (3
(%) 315 2y
O] 33 (%
® 4 Q]
o Wl
® 4 @

43 5% Q]

A% 58| (O 83
AR s
3 ~hA November.__ 1,002
534 624 [Q] »
17 ) December - .- ..o 1,118
614 -634 (®
6 —65¢ ()
6 ~63 Q]
624 -6%¢ O]
615 -635 (3
_ﬁl (2)

534 -63% ®
534 614 ®)

5% [Q]
554 2
5% Q]
514 Q]
5 O]
434 (2
434 ®
44 ®
434 o)
414 ®
43 ®
414 ()
413 O}
334 Q]
3% ®

1 Beginning Jan. 16, 1919, this bank purchased acceptances on resale agreements at the current open-
market rates in effect at the time of purchase. This policy continued unutil Feb. 11, 1921, when definite
rates were established. Unindorsed bills were purchase one-gighth and one-fourth of 1 per cent above the
current rate according to grades and maturities. Many rates were therefore involved, and for this reason
we present the range of rates for prime bills of all maturities for periods ending the 15th day of each month
from Jan. 16, 1919, to Feb. 15, 1921.

2 Averages not available,

# Beginning Oet. 7, 1921, to Mar. 27, 1922, our buying rate was the same as dealers’ buying rate.

4+ Beginning Mar. 27, 1922, to Jan. 8, 1926, our buying rate was one-eighth of 1 per cent less than dealers®
buying rate. Rates beginning Feb. 11, 1921, are for 90-day prime bills.

34718—31—pr 6—16
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Statistics of rates prevailing in respect to the resale agreements against acceplances
with changes in the rates and the date of each change, since the inception of such

agreements—Continued

Daily Daily
average average
amount of amount of
accept- accept-
ances ances
Date held for Date Rate held {or
dealers on dealers on
resale resale
agree- agree-
ments ments
1925 1928
JENUATY e emeaee e mmmmfa e $788 (| JUDGeue o cmme e - $2, 286
July.. 2,111
July 18 oo ciecaaal] 48 L
August._.._..._. 1,85
September. 2,247
October__._.__. 5, 809
November 4,477
December. .. oomeeeeamenos 2,187

Aug.5 .
September
October.
Novemb
December. oo

«

February._
Feb.11__.
March._.
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Chicago.—This bank has never applied a fixed rate for resale agreements
against acceptances. Our practice has always been and still is to take bills from
dealers on repurchase agreements at the dealers’ buying rates for such bills
which are one-eighth of 1 per cent to one-fourth of 1 per cent higher than
the dealers’ selling rates, but not less than our buying rates for such bills. The
resale agreement rates therefore fluctuate automatically in accordance with the
dealers’ buying rates for bills as to all maturities, and we are protected in loaning
to dealers so that bills are not taken under such agreements at less than our
buying rates.

Cleveland.—We have had no transaction since 1923, but prior to that time
whenever bankers’ acceptances were purchased under resale agreements the
rate we charged was the same rate at which the dealer had acquired the accept-
ances, so there was no profit to the dealer in selling the bills to us under resale
agreement.

Dallas.—

Rate prevailing at the Federal Reserve Bank of Dallas on resale agreements against
bankers’ acceptances, showing date of each change since January, 1922

Sales con- Sales con- Sales con-
Date tract Date tract Date tract
Jan. 1,1922 . ______ 6 4% | Mar, 7,1930....______. 344
Jan. 18, 1922 4 434 || Mar. 12, 1930. 344
June 13, 1922_. 3 5 Mar, 20, 1930. 3
Aug. 31, 1925__ 3YU 544 || May 3, 1930... 234
Jan, 7, 1926____ 314 514 || May 9, 1930_._ 2%
Aug. 23, 1926__ 3% 514 || May 20, 1930.. 235
July 22, 1927__ 3% 43{ i June 6, 1930._. 234
Aug. 5,1927___ 34 414 || June 16, 1930__ 214
Feb. 3, 1928___ - 3% .22, 4 June 20, 1930 . 24
Apr. 13, 1928__ 3% || Feb. 13, 1930._ 374 || July 1, 1930__. 2
May 18, 1928._._._..__ 4 Mar. 5, 1930..._._.___ 3% || Dec. 24,1930 .__..____ 184
Kansas City.—None.
Minneapolis.—See answer to question 29.
New York.—
Resale agreement rates against acceptances
Date effective Rate Date effective Rate Date effective Rate
344 43
245 L]
2 5
214 5%
215 5i4
284 513
3 3
434
44
344 4
34 37%
3% 3%
3le
34
356 3
3% 23
Y 254
21
2%
e 214
3% 2%
4 2
414 13

Philadelphia.—During 1922 and the early part of 1923 we extended a limited
amount of accommodation to one dealer, under this arrangement.
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Rates charged on resale agreements against acceplances

1921
QOctober, 434 per cent.
November, 4%, 4%, and 4% per cent.
December, 4%, 4%4, 43, and 4% per cent.

1922

January, 4, 4%, 4%, and 414 per cent.
February, 4% per cent.

Mareh, 414 per cent.

April, 3% per cent.

May, 3% and 3% per cent.

June, 314 per cent.

August, 3% per cent.

September, 3% per cent.

Qctober, 8% and 434 per cent.
November, 4}4 per cent.

December, 4, 414, 4%, and 4345 per cent.

1923

January, 4 and 414 per cent.
February, 4 and 4% per cent.
Mareh, 4.
April, 4, 4%, and 4% per cent.
May, 4% and 4% per cent.
June, 414 per cent.

From July, 1923, to December, 1930, no agreements.

Richmond.—We have no resale agreements.

St. Louis.—Have had no resale agreements in effect since January, 1924.
The few in effect prior to that time were on a basis of a rate equivalent to that
at which the dealer bought the bills.

San Prancisco.—In the beginning (1921), the carrying rate for bills was fixed at
the actual rate which each bill was purchased by the dealer in the market.

When bills were being withdrawn each day for sale to investors, that procedure
was found somewhat clumsy, so an average rate was fixed with the object of
leaving no profit to the dealer in his carrying operations.

Later, conditions again changed, making it desirable at times to fix a rate
which would provide sufficient penalty to cause the dealer to seek cheaper funds
elsewhere. (See questionnaire No. 10, question 31.)

While banks are borrowing, they will not advance funds to dealers to carry a
portfolio. The Federal resrve bank, under such circumstances, has felt it a
necessary service to accepting banks and investors to provide limited accommo-
dation, so that dealers would not cease to buy and distribute bills.

The following will show the variations between open market bid rates and
dealers’ carrying rates during recent years:

Carrying Bid Carrying| Bid

Date of change tate 90 4/3 Date of change rate 90 /3
Jan. 8, 1926___ ———- 354 3% 434 434
Apr. 26,1926_. - 31 3y 414/ 4
Aug. 24, 1926 3% 3% 4 8%
Aug.9,1927 . _____. 3 3 3% 3%
Feb.3, 1928 . 3le 3% 334 334
Apr. 12, 1928__ . 3% 4 314 3%
May 28, 1928 4 4% 314 3%
July 13, 1928._ 4y 45 3
Aug. 1,1928__. 4 434 28] 2%
Jan. 4, 1929 __ - 434 5 2% 2%
Jan. 21,1929 ... .. ... 5 514 214 254
Mar. 21,1029 _____________._. 54 514 234 2%
Mar. 26, 1929 5%% 5% 244 24
July 16, 1929__ 54 2% 2% 215
Oct. 29,1920 _. 4% 2 2

31. To prevent the seepage of Federal reserve credit into the speculative or
investment market, does your institution inquire into the use of the funds ex-
tended to dealers under resale agreements?
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Atlanta.—No such agreements are entered into by this bank.

Boston.—This institution does not inquire into the use of the funds extended
10 dealers under resale agreements.

Chicago.—We do not inquire for the reason that credits extended to dealers
under resale agreements are for the purpose of paying for the bills which they
purchase and we do not see therefore low such funds 'could get into the specula-
tive or investment market.

Cleveland.—No dealers, eonsequently no transactions.

Dallas.—It has been unnecessary to do this because the funds obtained from
us are used to carry the dealers’ portfolio pending prompt distribution.

Kansas City—We have had no resale agreements with dealers; consequently,
this question does not apply to us.

Minneapolis.—See answer to question 29.

New York.—This question relates to similar questions with respect to Govern-
ment securities, question No. 7 in questionnaire No. 7 and question No. 11 in
questionnaire No. 9, in the answers to which the problem is more fully consid-
ered and to which reference is hereby made.

As to the first use of the proceeds of funds placed in dealers hands under
resale agreements for bills, no inquiry is necessary. Dealers take accommoda-
tion from us solely for the purpose of carrying their portfolios of bills at times
when outside funds against such bills as collateral are not available, either in
sufficient amount or at rates economically possible for them to pay. When they
sell the bills they must repurchase them from us to enable them to nake delivery
and when outside money becomes available they shift their bills from us into
loans from banks and bankers.

Philadelphia—We have pever extended accommodation to dealers under
resale agreements, with the exception stated elsewhere. The bills bought in the
distriet are carried mainly in New York and Boston.

Richmond.—We have no resale agreements.

St. Lowis—Not having had any resale agreements since January, 1924, we
have had no occasion to make inquiry.

San Francisco—Inasmuch as the dealers keep the Federal reserve bank
informed as to the amount of their portfolios, the reserve bank is informed as to
the amount of credit dealers require and there is little opportunity to misuse
credit.

While banks are rediscounting they will not acecommodate dealers. Immedi-
ately the banks are in funds they offer dealers credit, which, if accepted, relieves
the Federal reserve bank of the dealer’s obligations.

Federal reserve rate is so fixed as to create an incentive to borrow elsewhere as
soon as surplus funds appear in the market.

It has been felt that portfolios should have a direct relationship to the dealers’
demands from investors, and that the Federal reserve bank should not accom-
modate dealers which were carrying bills with any other object in view. The
carrying rate would be used as the corrective measure, if any correction were
required.

32. Append statistics showing the average life of resale agreements since
January, 1922,

Atlanta.—~—No such agreements are entered into by this bank.

Boston.— ] )
Auverage life of resale agreements since January, 1922
{Bankers’ acceptances]

Month 1923 1924 1925 1926 1927 1928 1929 1930

Days | Days | Days | Days | Day. Days | Days | Days
January_.. 11.2 7.0 7.8 9.3 10. 10,0 10.6 8.1
February - 12.1 7.9 7.6 9.9 9.8 10. 4 9.4 9.0
March.__ 11.6 8.0 10,1 10.4 10.5 10. 4 10.1 9.7
April.__ 12.4 9.4 1.3 10.9 10.2 9.2 10.1 10.6
May.. oo 11.9 6.4 9.1 10.7 10.7 10.4 9.8 9.0
JUNe . oo e 10,0 3.3 10.2 0.8 10.1 12,3 9.5 9.5
Iy 10.1 7.0 8.8 10.1 10.7 10. 6 10.3 10.5
August________. 1.5 2.3 9.5 10.7 11.0 11.6 10.7 11.0
September 11.3 4.7 9.4 10.6 10.9 11.4 10.1 1.1
October.... 1.3 7.4 9.1 10.2 10.6 10,5 8.7 1.0
November. 11.1 5.3 5.5 8.8 9.4 10.7 7.0 10.9
December___ 9.6 7.6 8.8 8.9 11.6 10.2 8.9 10.0
Yearly average. ... _.ceomua- 1.2 7.1 9.2 10.0 9.5 10.5 9.8 9.7
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Chicago.—We have no way of determining accurately the average life of sales
contracts for the reason that dealers sell us their bills with agreement to buy
them back within 15 days, and during the 15-day period they withdraw the bills
that they are able to sell, reducing the contract almost daily.

We would estimate the average life of our sales contracts covering bankers’
acceptances at 10 days. )

Cleveland.—We have but one transaction under repurchase agreement since
1923. The amounts of those transactions prior to 1923, as shown by the schedule
attached to question No. 29, were insignificant and the average life of the agree-
ment approximately 15 days.

Dallas.—We estimate that the average life of the resale agreements which we
have handled is not over 10 days.

Kansas City—Same answer as to question 31.

Minneapolis—See answer to question 29.

New York.—The average life of a particular agreement is not a test of the
accommodation extended to any particular dealer, as there are frequently several
agreements for a given dealer running eoncurrently, from which withdrawals are
made as necessary for the dealer to make delivery on bills sold to investors. A
more accurate picture of the extent of our accommodation to the market under
resale agreements is the average amount of our holdings of bills under resale
agreements and the number of days in each month when there were no such
holdings. The data requested and the other information referred to given below.

Statistics pertaining to acceptances held under resale agreements by Federal Reserve
Bank of New York monthly from January 1, 1922, to December 31, 1930

Average | Number Average | Number
balancet of] (()1f days halance; of] t:if days
corape | ACCEDT- uring accept- uring
Al}fgr?l‘;e ances | month on Al\i7fzr§1§e ances |monthon
davs of held which no davs of held which no
Date ;e}s,ale under | bills were Date v under | bills were
resale held resale | rocole held
agree- agree-
ments agree- under ments agree- under
ments | resale ments resale
(in thou-'| agree- (in thou-| agree-
sands) ments sands) ments
1922
January_ ... 11 | $17,868 6 7| $13,227 9
aebn;lary._ - 8 10
March. . - 8 8
April _ 10 10
May_ I 10 13
June. . 11 13
July. _ 10 13
August__ - 11 11
September. - 10 11
October.___ - 14 14
November. - 12 14
December. - 12 13
1923 1928
January .. ... 9 10,158 | ... January___________. 11
February - 10 , 700 | February...._ 14
March.-__ R 9 9,461 |_ Mareh____.___ 13
April - 9 7,730 |_ April__________ 10
May. - 12 13,694 |. May oo 13
June_ - 13 19,230 | June.. 12
Angt 1B W Nhusi s
Aungust_.. . y - August.____
September . _ 11 15,417 | September..__ 11
October____ - 14 18,877 |. October_______ 10
November. . 14 35,423 | November. . 14
December._._....__ 13 35,177 .. December._____.___ 13
1924
January - 14 19,477 | . 14 35,316 {_.._______
February . 13 46,118 | .. . - 12 31,068 | ...
March___ - 13 31, 900 7 - 11 29,5382 ...
April - 9 24,633 | __..__. - 13 33,313 [__ ...
May. - 6 15,202 19 - 14 33,152 | . ...
Tty o I W i T 8| e 8
Wy.... - s - y
August.__ fmveoaenncnlam———e o ooe 31 - 14 42,545 | _____.
%ept%mber_ - 1[1) 23, 673 7 - 14 51,663 |...__.o...
ctober____ - 1 7, bb . 13 1,000 . _______
November_ - 8 15, 207 November__ - 13 33,907 ...
December......__... 8 19, 604 December.____.____ 14 53,900 |._._._..__
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Statistics pertaining to acceptances held under resale agreements by Federal Reserve
Bank of New York monthly from Januvary 1, 1922, to December 81, 1930—Con.

Average | Number Average | Number
balaucei of ((Jli days balancet of %f days
accept- uring accept- uring
Alivfgr?ge ances | month on Al‘iI[::r?g © | “ances |monthon
days of held which no days of held which no
Date 4 under | bills were Date : under | bills were
resale | ocole held resale | ooale held
agree- agree-
ments agree- under ments agree- under
ments resale ments resale
(in thou-| agree- (in thou-| agree-
sands) ments sands) ments
1928 1929
Januwary____..._.___ 11| $36,133 1 Jaly e 8| $13,693 4
February - 13 August_____._._____ 10 41,5356 | . ...
March.. - 13 September._.______ 12 59,780 |..oeeoeoan
April.. - 12 Octoher_____ 6 22, 467 1
May... - 10 November_ _ 7 8,763 14
June. - 7 December_._.______ 13 62,777 | .
July.... - 10
August_.. - 9 1930
September_ - 13 January....____.___ 12 95,6138 |.______.__
Qctober.... - 14 10 54,714 |
November. R 13 11 47, 767 1
December_______.__ 13 12 8,717 |t
10 25,426 | _.__..__.
1929 71 23,354 2
January._. - 13 32, 581 9 12, 681 4
February - 11 19, 414 7 6, 340 11
March. .. - 7 17,307 5 8, 253 11
April__ - 9 8,233 9 10,016 (... ____
May... - 10 18, 500 7 1,796 6
June. .. .. __. 5 5,917 9 17,781 oo "
Philadelphia.—
Average life of resale agreements on acceptances
Number Amount Number Amount
1922
January____._____________ 14 $Y39, 527. 22 || November 2 $95, 000. 00
February._ 5 277,376.69 || December________________ 4 352, 493. 48
March 6 483, 353.19
April 3 170, 947. 73
May. 4 148,977. 25 || January._. 16 573,737.92
June___ 1 250,000. 00 || February. 5 103, 215. 50
July. i March__ 3 140, 000. 00
August__ 6 387,864.03 || April_ 4 220, 000. 00
September 1 75,000.00 || May._ 2 19, 230. 19
October_.______________ 4 213,072.24 | June_ ... 1 f
From July, 1923, to December, 1930: Nothing,
About 50 per cent of these agreements run from 1 to 15 days and the remainder up to 90 days.
Richmond.—We have no resale agreements.
St. Louts.—
Statistics showing life of repurchase agreements
Days
Date .
172134156} 7 8|9 |10j11)12]13| 14| 15| Total
| 41 3 23
1{ 3] 3 11
b I IS 2 PR ORI NN FONPN DRNDI JEURRIN S 4

Average 4.97 days.
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San Francisco.—The maximum length of an agreement is 15 days.

When the investment market is active, bills are withdrawn very rapidly.
Frequently, agreements are broken down in part to make deliveries to investors
within 1, 2, or 3 days. At times the life of agreements averages 4 or 5 days
and at other times 10 or 12 days.

33. What, in the experience of your institution, has been the relationship
between changes in the amount of acceptances held under resale agreement and
the amount held in the dealers’ portfolios? The relationship of the resale
agreement rate in force at your institution and market rates of interest on
acceptances as regards the volume of bills held under resale agreement?

Atlanta.—Our institution has had no experience with such resale agreements.

Boston.—It usually follows that during periods when the dealers’ portfolios
are the bighest it has been the result of a slackening in the demand for bills. It
is during these periods that the dealer will usually sell more of his bills to Federal
reserve banks on repurchase agreements, relieving him of the necessity of dump-
ing his bills on the open market oftentimes at losses.

During the year 1928, more particularly during the latter half of the year and
the first quarter of 1929, rates advanced from 3% per cent to 5% per cent. The
supply of new bills coming into the market, especially during the fall of 1928,
continued large, reflecting the usual seasonal increase, while the investment de-
mand was insufficient to absorb this increased supply, consequently, dealers’
porifolios in this district reached a high of nearly $18,000,000 with the result
that dealers found it necessary to sell many of their bills to us on their resale
agreement. Their holdings with us during this period were the highest since
the inception of the agreement. During the periods when a good investment
demand for bills exists, dealers’ portfolios decline to a minimum and their offer-
ings to us on resale agreements will be negligible. This latter condition was
particularly true at the end of 1930, when the aggregate amount of all acceptances
offered by dealers on their resale agreements averaged a little more than $500,000
aday. (gee figures, questionnaire No. 10, answer No. 30.) Our usual buying rates
for acceptances on resale agreements vary from one-eighth per cent less to one-
eighth per cent more than the dealers’ buying rate for 90-day prime bills.
Exceptions to this are made from time to time, dependent upon the support that
Federal reserve banks feel it is necessary to extend to dealers relative to existing
conditions. For example, at the present time there is a scarcity of bills due
to an excellent investment demand and as there is little need for Federal reserve
support, our rate to dealers on resale agreements is one-fourth per cent higher
than the open-market rate for 90-day prime bills. Should this present condi-
tion be reversed, and we felt that dealers needed support, our rates would
undoubtedly be changed to meet this condition.

Chicago.—The amount of acceptances held under resale agreement is usually
greater when money rates in the open market are high and does not necessarily
have relationship to the amount held in the dealers’ portfolios. When the dealers
are able to obtain moeney cheaper in the open market they borrow against bills
in the open market instead of carrying resale agreements with us. Inasmueh as
the dealer has no profit in carrying bills with us under resale agreements, be-
cause he pays us the same rate at which he bought the bills, it is to his advantage
to sell them as quickly as possible or to borrow money in the open market against
them whenever the open market rate is less than the rate he pays us.

Cleveland.—No dealers, consequently can not answer.

Dallas.—(1) As the demand for bills declines the amount held under repurchase
agreement increases and the bill dealer’s portfolio decreases. Under conditions
of active demand for bills the relationship moves in the opposite direction.

(2) Inasmuch as member banks in this district do not lend on call against
bills, the repurchase rate in effect at this institution is the only rate applicable
to the volume of bills held by dealers in this distriet pending distribution.

Kansas City—Same as answer to question 31.

Minneapolis.—See answer to question 29.

New York.—As the vast bulk of acceptances carried in portfolios by dealers is
carried in one way or another on borrowed money, it follows that their need
for money accommodation increases as their portfolios increase, and the decline
is accordingly relative. The relationship of our repurchase agreement rate and
the market call rate for loans against acceptances affects the volume of bills
carried by us for dealers under® repurchase agreement for the reason explained
in the answers to this and previous questions. When outside money is not avail-
able in amounts sufficient to meet dealers’ requirements, or is available only at
rates which it is economically impossible for the dealers to pay, dealers come to
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us for accommodation. When it is in sufficient supply at rates below, equal to,
or even somewhat above our rates, they use the market. Ordinarily the position
of a dealer in this country is that it costs him money in his interest account to
carry his portfolic. Therefore, he is required to be more active on the trading
side than are London discount houses who buy more for the carry at a profit
in the interest account.

The accompanying diagram shows, for the years 1929 and 1930, a comparison
gf t}ée total of dealers’ portfolios with the amounts of sales contracts held by this

ank,
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Comparison of amount of bills in deslers’ porifolios with amount of bills held by
the Federal Reserve Bank of New York under sales contracts, weekly, 1929-30

Philadelphia—None.

Richmond —We have no resale agreement.

St. Louis.—None.

San Francisco.—There does not appear to be any relationship between the
size of a dealers’ portfolio and the amount being carried under repurchase agree-
ment by the Federal reserve bank. Dealers carry what they believe to be their
marketing requirements to the extent they can obtain financing at an average
profit from the commercial banks and the Federal reserve bank.

Deaslers’ portfolios express a forecast of future rates and future demand for
bills by investors. The amount of credit (and the possible cost) which can be
expected from commercial banks and the Federal reserve bank are also important
factors in determining the size of portfolios.

If dealers could depend always on carrying rates which involved a profit, it
would result in their accumulating large portfolios.

Lower open market rates would be a consequence of more active buying by
dealers to carry large and profitable portfolios. The effect would be the same
as more active buying in the open market by the Federal reserve banks.

Inasmuch as San Francisco maintains a carrying rate which is designed to
have dealers borrow elsewhere if funds are available, its carrying rate has not been
a cheapening factor in the money market.

An understanding exists with dealers that they will not maintain portfolios
beyond their marketing requirements while they expect the Federal reserve bank
to afford relief in a stringency.
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APPENDIX

DIGEST OF STATE LAWS RESPECTING THE ACCEPTANCE POWER OF
STATE BANKS AND TRUST COMPANIES AND RESPECTING ACCEPT-
ANCE CORPORATIONS

(Prepared by the different Federal reserve banks)

FepERAL RESERVE BANK OF ATLANTA

Memorandum as to the laws of the States included within the Sixzth Federal Reserve
District touching the acceptance powers of State banks and the limitations on
the amount of acceptances which State banks may discount

ALABAMA

1. Banks may accept drafts or bills of exchanges drawn upon them, having not
more than six months sight to run exelusive of days of grace and growing out of
transactions involving the importation or exportation of goods or out of transac-
tions involving the domestic shipment of goods if shipping documents, conveying
or securing title, are attached at the time of acceptance or if, at the time of accept-
ance, such bills were secured by warehouse receipts or similar documents, con-
veying or securing title, covering readily marketable staples. Banks must keep
careful records of all such a.ccegtances, showing the same as liabilities on general
books. (Michie’s Annotated Code of Alabama, 1928, sec. 6377.)

2. No bank shall accept for any one person, etc., to an amount equal at any
time in the aggregate to more than 10 per eent of its paid up and unimpaired
capital stock and surplus, unless the bank is secured either by attached documents
or some other actual security growing out of the same transactions as the accept-
ance, and no bank shall accept such bills to an amount equal at any time in the
aggregate to more than one-half of its paid up and unimpaired capital stock and
surplus. Banks which are members of the Federal reserve system may accept
guch bills to an amount not exceeding in the aggregate at any time 100 per cent
of its paid up and unimpaired capital stock and surplus, but the aggregate of
acceptances growing out of domestic transactions shall in no event exceed 50 per
cent of7su)ch capital and surplus. (Michie’s Annotated Code of Alabama, 1928,
see. 6378.

FLORIDA

1. Statutes provide that no banking company shall at any time be indebted or
in any way liable to an amount exceeding its capital stock at such time actually
paid in, ete., exeept on account of certain demands, including ‘‘the discount and
rediscount of any bills payable, bills receivable, domestic and foreign bills of
exchange, trade acceptances and bankers’ acceptances;” with the proviso that
such indebtedness shall be incurred under such restrictions, limitations and
regulations as may be imposed by the comptroller. (Compiled General Laws of
Florida, 1927, vol. 3, sec. 6073.)

Under the above provisions, banks are given the power to discount acceptances
but the statutes do not confer the right to make or issue acceptances.

GEORGIA

1. In the enumeration of the general powers of banks appears a statement of
the power ‘““to issue and sell aceceptances.” (Michie’s Annotated Georgia Code,
1926, sec. 2366 (135).)

2. No bank shall be at any time indebted to an amount exceeding double the
amount of its capital stock actually paid in and remaining undiminished by loss
or otherwise, plus the amount of unimpaired surplus and undivided profits except
on account of certain items, including ‘“acceptances as herein authorized.”
{Michie’s Annotated Georgia Code, 1926, sec. 2366 (171).)

No bank shall be allowed to lend to any person, ete., more than 20 per cent of
its capital and unimpaired surplus, ete., but “‘liabilities arising to the makers and
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NATIONAL AND FEDERAL RESERVE BANKING SYSTEMS 949

indorsers of bank drafts, bills of exchange received by the bank on deposif,
cashed or purchased by it shall not be considered as borrowed money or loans.”
(Michie’s Annotated Georgia Code, 1930 Supplement, sec. 2366 (159).)

LOUISIANA

No provision authorizing banks to accept drafts nor limiting its powers with
respect to the making or discount of acceptances.

MISSISSIPPY

1. A bank may accept drafts or bills or exchange drawn upon it having not more
than six months sight to run, exclusive of grace, and growing out of transactions
involving the shipment of goods: Provided, Shipping documents, conveying or
securing title, are attached at the time of acceptance or which are secured by
warehouse receipts or other documents conveying or securing title, covering readily
marketable staples, not subject to rapid deterioration. (Mississippi Code, 1930,
Annotated, sec. 3831.)

2. No bank shall accept for any one person, ete., to an amount equal at any
time in the aggregate to more than 10 per cent of its paid up and unimpaired
capital stock and surplus unless the bank is secured by such attached documents,
and no bank shall accept to an amount equal at any time in the aggregate to more
than one-half of its paid up and unimpaired capital and surplus. (Mississippi
Code, 1930, Annotated, sec. 3831.)

TENNESSEE

1. All banks and trust companies are authorized to accept time bills of exchange
drawn upon them and to issue letters of credit authorizing holders thereof to
draw drafts upon them or their correspondents at sight or on time not excceeding
one year. (Baldwin’s Cumulative Code, Supplement 1920, sec. 3235a-8.)

2. It is not lawful for any bank in Tennessee, directly or indirectly, to increase
its total liabilities beyond the amount of its total solvent assets.

FEpERAL RESERVE BANK oF Boston

Digest of State laws respecting acceplance powers of State banks. Limitations on
amount of acceptances which State banks may discount. Provisions of State low
permitiing acceptance banks of the type permitied by provisions of the Edge act

CONNECTICUT

Under section 3901 of the General Statutes, any State bank or trust company
may accept for payment at a future date, not exceeding six months, drafts drawn
by its patrons but no bank shall accept such drafts in the aggregate to an amount
exceeding 50 per cent of its eapital and unimpaired surplus.

Under section 3901, no bank shall accept for payment from one person, firm
or corporation, an amount exceeding 10 per cent of its capital stock and unim-
paired surplus, surplus in this instance including surplus, profits and losses and
all other items of excess earnings except interest paid in advance. The liability
of customers under this section may be in addition to all liabilities provided for
loans to one person under another seetion of the General Statutes.

Under seetion 3901, a record of acceptances must be kept in such form as
approved by the bank commissioner and under section 3903 any acceptances
issued under the provisions of section 3901 shall be either of a draft or bill of
exchange drawn in good faith against actually existing values with bills of lading
or warehouse receipts attached, or with stocks or bonds of known value and worth
at least 20 per cent in excess of the draft, or of commercial or business paper
owned by the person or firm negotiating the same and indorsed by such person
orofiersons without limitation and subject to the restrictions defined in section
3901,

While the State has passed a law (ch. 135, Public Acts of 1925) under whieh
the provisions of the General Statutes relating to reserves and cash balances of
State banks and trust companies shall not apply to any bank or trust company
which is a stockholder in any Federal reserve bank, it has not adopted any law
conferring upon banks which are members of the Federal reserve system the
powers which member banks may exercise under the Federal reserve act.

The amount of acceptances which the commercial departments of State banks
and trust companies may discount is not specifically limited by law but the
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commissioner is of the opinion that if such acceptances were discounted for a
customer the amount thereof would be included with other borrowings and that
the limitations preseribed by sections 3900 and 3905 covering loans to one person
and to directors respectively, would apply. Under section 3908 and section 3995
of the General Statutes, not exceeding 10 per cent of deposits in the savings
departments of State banks and trust companies and of deposifs in mutual
savings banks (including the surplus of the latter) may be invested in bills of
exchange drawn by the seller on the purchaser of goods and accepted by such
purchaser, provided such bill of exchange is indorsed by any national bank,
member of a Federal reserve bank, State bank or frust company in this State or
in Boston, Mass., Providence, R. 1., New York, N. Y., or Philadelphia, Pa., and
in the acceptance authorized by section 13 of the Federal reserve act or any
amendment thereto, of any national bank, or member of a Federal reserve bank,
in this State, in Boston, Mass., Providence, R. 1., New York, N. Y., or Phila-
delphia, Pa., or of any State bank or trust eompany in this State which may be
authorized to issue such acceptances, nor shall the amount invested in such
acceptances and bills of exchange of any one bank by any savings bank, when
added to fhe sum of any funds deposited by the savings bank in such bank,
exceed 30 per cent of the capital stock, surplus, and undivided profits of such
depositary bank.

The State does not have any law permitting acceptance banks of the type
permitted by the provisions of the Edge Act.

MAINE

Under section 61 of chapter 57 of the Revised Statutes, any trust company
organized under the laws of the State has the power, subject to such restrictions
as may be imposed by the bank commissioner, to accept for payment at a future
date drafts and bills of exchange drawn upon it and to issue letters of ecredit
authorizing holders thereof to draw drafts upon it, or its correspondents, at sight
or on time: Provided, That such !acceptances or drafts be based upon actual
values, but no trust company shall accept such bills or drafts to an aggregate
amount exceeding at any one time one-half of its paid-up capital and surplus,
exeept with the approval of the bank commissioner, and in no case to an aggregate
amount in excess of its capital and surplus.

Under section 80 of chapter 57 of the Revised Statutes, any trust company
may become a stockholder in a Federal rescrve bank within the Federal reserve
district where said trust company is situated and may have and exercise any and
all of the corporate powers and privileges which may be exercised by member
banks under fhe provisions of the Federal reserve act or any acts in amendment
thereof or in addition thereto.

The amount of aeceptances which may be discounted by the commercial and
the savings departments of trust companies is not limited by law but acceptances
discounted by the savings department must be segregated. Under paragraph
18 of section 27 of chapter 57 of the Revised Statutes, funds of savings banks
and institutions for savings may be invested in bankers acceptances and bills
of exchange of the kind and maturities made eligible by law for rediscount with
Federal reserve banks: Provided, The same are accepted by a trust and banking
company ineorporated under the laws of this State, or a member of the Federal
reserve system located in any of the New England States or the State of New
York; and in bills of exchange drawn by the seller on the purchaser of goods sold
and accepted by such purchaser of the kind and maturities, made eligible by
alw for rediscount with Federal reserve banks: Provided, The same are indorsed
by a trust and banking company incorporated under the laws of this State, or a
member of the Fedcral reserve system located in any of the New England States
or the State of New York. Not more than 10 per cent of the assets of any such
bank shall be invested in such acceptances. The aggregate amount of the
liability of any trust and banking company or of any national bank to any savings
bank or institution for savings, whether as principal or indorser, for acceptances
held by such savings bank or institution for savings, shall not exceed 20 per
cent of the paid up capital and surplus of such trust and banking company or
national bank, and not more than 5 per cent of the assets of any savings bank
or institution for savings shall be invested in the acceptances of a trust and
banking company or of a national bank of which a trustee of such savings bank
or institution for savings is a director.

The State does not have any law permitting acceptance banks of the type
permitted by the provisions of the Edge Act.
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MASSBACHUSETTS

Under section 36 of chapter 172 of the General Laws, any trust company may,
subject to such restrictions as may be imposed by the bank commissioner, accept
for payment at a future date drafts and bills of exchange drawn upon it and issue
letters of credit authorizing holders thereof to draw drafts upon it, or its corre-
spondents, at sight or on time: Provided, That such acceptances or drafts be based
upon actual values, but no such trust company shall accept such bills or drafts
to an aggregate amount exceeding at any one time one-half of its paid-up capital
and surplus, except with the approval of the commissioner, and in no case, to an
aggregate amount in excess of ifs capital and surplus.

“ Under section 37 of chapter 172 of the General Laws, a trust company may
accept drafts or bills of exchange drawn upon it and growing out of transactions
involving the import or export of goods, having not more than six months’ sight
to run, but no trust company shall accept such bills to an amount equal at any
time in the aggregate to more than one-half of its paid-up eapital stock and surplus.

Under section 40 of chapter 172 of the General Laws, the total liabilities of a
person or firm for money borrowed from and drafts drawn on any trust company
having a capital stock of $500,000 or more shall at no time exceed one-fifth of the
surplus acecount and of the paid-up capital. Such total liabilities to any trust
company having a capital stock of less than $500,000 shall at no time exceed
one-fifth of the paid-up capital or one-tenth of the surplus account and of the
paid-up capital.

Under section 48 of chapter 172 of the General Laws, a trust company which
becomes a stockholder in a Federal reserve bank within the Federal reserve dis-
trict where such trust company is situated and while such trust company con-
tinues as a member bank under the Federal reserve act or any acts in amendment
thereof, may have and exercise any and all of the corporate powers and privileges
which may be exercised by member banks under said Federal reserve act or any
acts in amendment thereof or in addition thereto.

The amount of acceptances which the commercial departments of trust com-
panies may discount is not limited by law. Under section 61 of chapter 173 and
the eighth clause of section 54 of chapter 168 of the General Laws, deposits in the
savings departroents of trust companies and deposits in mutual savings banks
(including income derived therefrom) may be invested in bankers’ acceptances
and bills of exchange of the kinds and maturities made eligible by law for redis-
count with Federal reserve banks: Provided, That the same are accepted by a
bank, banking association or trust company incorporated under the laws of the
United States or of this Commonwealth, and having its principal place of business
within the Commonwealth. Not more than 10 per eent of such deposits shall be
invested in bankers’ acceptances or bills of exchange, nor shall any such bank
invest in the acceptances and bills of exchange eligible by law for rediscount with
Federal reserve banks of any one accepting bank or trust company to an amount
in excess of 5 per cent of such deposits. The aggregate amount of bankers
acceptances and bills of exchange of any bank, banking association or trust com-
pany held by any such bank shall not exceed 25 per cent of the paid-up capital
and surplus of such bank, banking association, or trust company.

The State does not have any law permitting acceptance banks of the type
permitted by the provisions of the Edge Act, although corporations may be
organized under the general business laws with broad powers in foreign trans-
actions.

NEW HAMPSHIRE

The laws of the State do not confer any specific acceptance powers upon frust
companies organized under the laws of the State. Section 31 of chapter 265 of
the Public Laws of the State authorizes trust conpanies, among other things,
‘‘to do a general banking business.”

Under section 7 of chapter 264 of the Public Laws of the State, a trust company
which becomes a stockholder in a Federal reserve bank may have and exercise
any and all of the corporate powers and privileges incident thereto which may be
exercised by member banks under the provisions of the Federal reserve act or
any acts in amendment thereof or in addition thereto.

ection 31 of chapter 265 of the Public Laws, authorizes trust companies ‘‘to
negotiate, purchase, and sell stocks, bonds, and other evidence of debt,” but it
does not contain any provisions with reference to discount of acceptances by the
commercial departments of trust companies or establishing any limitation which
is applicable to the discount of bankers acceptances. Under section 9 of chapter
264 of the Public Laws, every trust company receiving savings deposits or trans-
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acting the business of a savings bank must conduct the business as a separate
department which shall be amenable to the laws governing savings banks.
Legal investments of savings banks (and of savings deposits in trust companies)
are governed by chapter 262 of the Public Laws of the State. Under paragraph 7
of section 3 of that chapter, the funds of savings banks and of savings departments
in banking and frust companies may be invested in nofes with two or more
signers, or one or more indorsers, or acceptances of member banks of the Federal
reserve system of the kinds and maturities made eligible for rediscount or pur-
chase by Federal reserve banks, or notes of makers with net assets of not less than
$250,000 and with total indebtedness of not more than 50 per cent of their quick
assets. Not exceeding 30 per cent of deposits shall be invested under paragraph
7: Provided, That, except in notes with two or more signers, or one or more
indorsers, or in said acceptances, no savings bank shall invest under this paragraph
unless its guaranty fund is full and unimpaired and the total value of its assets
exceeds the amount of its depposits by at least 10 per cent.

The State does not have any law permitting acceptance banks of the type
permitted by the provisions of the Edge Act.

RHODE ISLAND

Under section 2 of chapter 271 of the General Laws of the State, every bank
and every trust company has the power to accept under its letters of eredit, or
other authorization, drafts or bills of exchange arising out of actual commercial
transactions or issued or drawn for agricultural, industrial, or commercial pur-
poses, at sight or on time not exceeding one year.

Under section 3 of chapter 278 of the General Laws, the total liabilities of
any person, corporation, association, or firm, to any bank or trust company on
account of or in connection with the acceptance by such bank or trust company
of drafts or bills of exchange as aforesaid, shall at no time exceed 40 per cent of
the paid-in and unimpaired capital and surplus of such bank or trust company.
The foregoing limitations are separate from the limitation of total liabilities to
any bank or trust company of any person, corporation, association, or firm for
money borrowed.

Under section 9 of chapter 271 of the General Laws of the State, a bank or
trust company may subscribe to the capital stock and become a member of a
Federal reserve bank within the Federal reserve district where such bank or
trust company is situated under the provisions of the Federal reserve act and
any amendments thereof or additions thereto, and every such member bank or
trust company may have and exercise any and all of the powers and privileges
at which may be exercised by member banks under the provisions of the Federal
reserve act.

The amount of aceeptances which the commercial departments of State banks
and trust companies may disecount is not limited by law. Investments of deposits
{and income thereon) in savings banks and of deposits in the savings or partici-
pation departments of State banks and trust companies is governed by section 1
of chapter 272 of the General Laws. Such section does not list bankers accept-
ances among the investments eligible for such deposits, but the bank commis-
sioner advises that it has been ruled that savings banks can buy such aceeptances
under that clause of such section, which authorizes savings banks—if unable to
make certain other investments—to invest not more than one-third of such
deposits in ‘‘promissory notes’ or other personal securities, payable and to be
paid within six months from date thereof, with at least one responsible surety
or secured by collateral with a market value of at least 20 per cent in excess of
amount loaned thereon.

The State has no law permitting acceptance banks of the type permitted by
the provisions of the Edge Act.

VERMONT

The laws of the State do not confer any specific acceptance powers upon
trust companies organized under its general laws. Under paragraph 6 of section
5347 of chapter 225 of the General Laws, a trust company has authority “to
issue letters of credit.”

Under an act approved February 21, 1919, a bank or trust company incor-
porated under the laws of this State has the power to subscribe to the capital
stock and become a member of a Federal reserve bank and any such member
bank is vested with all powers conferred upon member banks by the terms of
the Federal reserve act.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



NATIONAL AND FEDERAL RESEEVE BANKING SYSTEMS 953

. The investment of assets of all banks is governed by section 5363 of chapter 225
of the General Laws of the State. Subdivision 12 of that seetion provides that
a bank may invest in bankers aceeptances and bills of exchange: Provided, The
same are accepted by an incorporated savings bank or a savings bank and trust
company or a national bank doing business in this State or by a bank incorporated
in Boston, New York, or Philadelphia to an amount not to exceed 20 per cent
of its deposits; and a bank may invest in notes indorsed or guranteed by any of
the above-named banks to an amount not to exceed 20 per cent of its deposits.

The State does not have any law permitting acceptance banks of the type
permitted by the provisions of the Edge Act.

FeperaL RESERVE Bank or Cricago

Digest of the Laws of Stales included in the seventh Federal reserve disirict respecting
acceptance powers of State banks and the limitations on the amount of acceptances
which State banks may discount

ILLINOIS

State banks and trust companies are permitted to accept under general provi-
sions of the banking law, effective January 1, 1921, section 1, as follows: “It
shall be lawful to form banks and banking associations, as hereinafter provided,
for the purpose of discount and deposit, buying and selling exchange and doing a
general banking business.”

In Hlinois banking law, 1925, section 10, it is provided that ‘The total liabil-
ities to any association, of any person or of any corporation or firm for money
borrowed, including in the liabilities of a company or firm the liabilities of the
several members thereof, shall at no time exceed 15 per cent of the amount of the
capital stock of such association actually paid in and unimpaired, and 15 per cent
of its unimpaired surplus fund.

* * * * * * *®
“ And, provided, also, That the total Habilities of any such person, firm or corpora-
tion for money borrowed under the provisions of this section shall not exceed 25
per cent of the deposits of any such bank or association, and also that such total
liabilities shall at no time exceed the amount of the capital stock of such bank or
association.”
WISCONSIN

State banks not members of Federal reserve system have no power o execute
acceptances or trade acceptances, as shown by ruling in Wisconsin Banking
Department Bulletin No. 22, November 3, 1922, based on an opinion of the Wis~
cosin Attorney General, October 18, 1922. And the case of American Express
Co. ». Citizens State Bank, 181 Wisconsin 172, 194 N. W. (1923) 427, confirmed
this ruling where the accepting bank received no consideration.

MICHIGAN

Acceptance of drafis.—Upon making and filing the articles of incorporation re-
quired by this act the bank shall become a body corporate, and as such shall
have power: * * * {0 accept for payment at a future dafe, not to exceed six
months, drafts drawn by its patrons, but no bank shall accept such drafts in the
aggregate to an amount exceeding 50 per cent of its capital and undivided surplus,
such aceeptances to be considered liabilities within the meaning and limitations
provided in section 25 of this act. (Public Aets, 1929, No. 66, sec. 4, eighth.)

Limitation of personal, elc., leability.—The total liabilities to any bank of any
person or of any company, corporation, or firm for moneys advanced, including
in the liabilities of the company or firm the liabilities of the several members
thereof, except special partners, shall at no time exceed one-tenth part of the
amount of capital and surplus of such bank: Provided, however, That by a two-
thirds vote of directors, the liabilities to any bank of any person or company, or
corporation or firm may be inereased to a sum not exceeding one-fifth of the
capital and surplus of the bank; but such additional one-tenth of such capital
and surplus shall not be loaned to any officer or director, or to any partnership
in which such officer or director is a partner, or to any corporation in which such
officer or director owns a majority of the capital stock, until such officer, director,
partnership, or corporation furnishes collateral or indorsements satisfactory to

he directors, or files with the bank a sworn statement of assets and liabilities
thowing a net worth of sufficient amount to be entitled to such credit: Provided
surther, That before any bank under the supervision of the laws of this State

J
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shall loan any of its funds fo its officers or its employees, such loans shall be firs
submitted to the directors of such bank for their approval. The discounting of
bills of exchange drawn in good faith against actually existing values shall not
be considered as money borrowed. The limitations prescribed in this section
shall not apply to the securities enumerated in section 24 of this act. (Publie
Acts, 1929, No. 66, sec. 25.)

Drafis.—Three-fifths of the remainder of the savings deposits shall be invested
by the board of directors as follows:

(m) In accepted drafts or bills of exchange having not more than six months
to run growing out of transactions involving the importation or exportation of
goods; or growing out of transactions involving the domestic shipment of goods
providing shipping doeuments conveying or securing title are attached at the
time of acceptance; or which are secured at the time of acceptance by official
warehouse receipt or other document conveying or securing title covering readily
marketable staples. For the purpose of this section the acceptance of any one
person, company, firm, or corporation shall not exceed at any time more than 20
per cenf of its paid-up capital and unimpaired surplus. The aggregate of such
accepted drafts or bills of exchange shall not exceed at any one time the amount
of capital stock and unimpaired surplus of the banks. (Publie Acts, 1929, No.
66, sec. 24, (m).)

I0WA

Accepiance of drafis.—Any State bank, savings bank, or trust company may
accept drafts or bills of exchange drawn upon it having not more than six months’
sight to run, exclusive of days of grace, which grow out of transactions involving
the importation or exportation of goods; or which grow out of transactions
involving the domestic shipment of goods: Provided, Shipping documents
conveying or securing title are attached at the time of aceeptance, or which are
secured at the time of acceptance by a warehouse receipt or other such document
conveying or securing title covering readily marketable staples. (Banking Law
of Iowa, 1929, ch. 415, sec. 9272.)

Accepiances limited.—No State bank, savings bank, or trust company shall
aceept, whether in a foreign or domestie transaction, for any one person, com-
pany, firm, or corporation to an amount equal at any time in the aggregate to
more than 10 per cent of its paid-up and unimpaired capital stock and surplus,
unless the bank is secured either by attached documents or by some other actual
security growing out of the same transaction as the acceptance; nor shall the
total of bills accepted for and money borrowed by any one person, company,
firm, or corporation exceed in the aggregate more than 20 per cent of its paid-up
capital and surplus; and no bank shall accept such bills to an amount equal at
any time in the aggregate to more than one-half of its paid-up and unimpaired
capital stock and surplus. (Banking Law of Iowa, 1929, ch. 415, sec. 9273.)

Superiniendent to regulate acceptances.—The superintendent of banking, under
such general regulations as he may prescribe, which shall apply to all banks alike
regardless of the amount of capital stock and surplus, may authorize any State
bank, savings bank, or trust company to accept such bills to an amount not
exceeding at any time in the aggregate of 100 per cent of its paid-up and un-
impaired capital stock and surplus; but the aggregate of acceptances growing
out of domestic transactions shall in no event exceed 50 per cent of such capital
stock and surplus. (Banking Law of Iowa, 1929, ch. 415, sec. 9274.)

INDIANA

Power.—Such corporation shall exercise the powers and possess the privileges
conferred on banks by the laws of this State * * * t{o accept for payment
at a future date drafts drawn upon it; to issue letters of credit authorizing the
holders thereof to draw drafts on it or its correspondents at sight, or on time, not
exceeding one year. (Bank Laws of the State of Indiana, 1929, p. 37, 38, ch. 4,
loan, trust, and safe deposit companies, see. 10, par. 9.)

There are no provisions in any State laws of States included in the seventh
digtrict regarding acceptance banks of the type permitted by the provisions of
the Edge Act.

FEDERAL RESERVE BANK OF CLEVELAND

There is given below a digest of the laws of those States included within our
distriet respecting the acceptance powers of State banks, the limitations on the
amount of acceptances which State banks may discount, and the provisions of
any State law permitting acceptance banks of the type permitted by the provisions
of the Edge Act.
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The Ohio statute on this point is General Code, section 710-137. 1t is asfollows:

Drafts, bills of exchange of future date may be accepted; letters of credit may be
1ssued, when; limitation of amount of accepted drafis or bills.—A eommercial bank
may accept for payment at a future date, drafts or bills of exchange having not
more than six months sight to run, drawn upon it by its customers under acceptance
agreements and whieh grow out of transactions involving the importation or
exportation of goods; and issue letters of credit authorizing the holders thereof
to draw upon it or its correspondents: Provided, That there is a definite bona
fide contract for the shipment of goods within a specified reasonable time and the
existence of such contract is certified in the acceptance agreement; or which grow
out of transactions involving the domestic shipment of goods: Provided, That
shipping documents conveying or securing to the accepting bank title to readily
marketable goods, are attached or in the hands of an agent of the accepting bank,
independent of the drawer, for its account, at the time of acceptance or which
are secured-at the time of acceptance, by warehouse receipts or other such docu-
ments conveying or securing to the accepting bank title to readily marketable
goods fully covered by insurance, the warehouse receipts or other such documents
to be those of a responsible warehouse independent of the drawer, the acceptor
to remain so secured during the life of the acceptance unless other suitable security
of the same character, or cash, be substituted: And provided, That no commercial
bank shall accept drafts or bills under this section, to an aggregate amount at
any time more than equal to the sum of its paid up and unimpaired caiptal stock
and surplus: And provided further, That no commercial bank shall accept whether
in a foreign or domestic transaction, for any one person, firm or corporation,
to an amount equal at any time to more than 20 per cent of its paid-up and un-
impaired capital stock and surplus, unless the accepting bank is secured either
by the attached documents or those held for its account by its agent independent
of the drawer, or by some other actual security of the same charaeter. Should
the accepting bank purchase or disecount ifs own acceptances, such acceptances
will be considered as a direct loan to the drawer and be subject to the limitation
of (G. C. 710-122) of this act. The superintendent of banks may issue such fur-
ther regulations as to such acceptances as he may deem necessary in conformity
with this act.

The Kentucky statute on this point is section 579, of Carroll’'s Kentucky
Statutes, 1930 edition and is as follows:

579. Busmess, when may begin; powers of corporation; power to discount evidences
of debt; pledge of assets for Unated States deposits— * * Any bank or trust
company may accept for payment at a future date drafts or bills of exchange
drawn upon it by its customers and issue letters of credit authorizing the holders
thereof to draw drafts upon it or its correspondents at sight or on time, not exceed-
ing one year, and may also accept drafts or bills of exchange drawn upon it, having
not more than six months’ sight to run, growing out of transactions involving the
importation or exportation of goods, and any bank or trust company may dis-
count acceptances which are based upon the importation or exportation of goods
and which have a maturity at time of discount of not more than three months and
are indorsed by at least one other bank or trust company, but no bank or trust
company shall accept such drafts or bills of exchange to an amount equal at any
time in the aggregate to more than one-half of its paid-up and unimpaired capital
stock and surplus, except by authority of the banking commissioner under such
general regulations as said commissioner may prescribe, and in no event to an
amount exceeding the capital stock and surplus of such bank or trust company;
and such regulation shall apply to all banks or trust companies alike regardless of
the amount of capital stock and surplus.

The Pennsylvania statute in point is found in the Digest of Pennsylvania Stat-
ute Law for 1920. Section 6348 and is as follows:

6348. Acceptance of drafis; tssuance of lelters of credit.—Any bank or trust com-
pany incorporated under the laws of this Commonwealth shall, from and after the
passage of this aet, have the power to accept, for payment at a future date, drafts
drawn upon such bank or trust company by its customers, and to issue letters of
credit authorizing the holders thereof to draw drafts upon it or its correspondents
at sight, or on time not exceeding one year.

The West Virginia statute on the point is found in the official code of West
Virginia, 1931, chapter 31, corporations; article 4, banking institutions, section 6:

Powers of banking institutions defined— * * * Any banking institution
may accept for payment at a future date, drafts drawn upon it by its customers
and issue letters of credit authorizing the holders thereof to draw drafts upon it
or its correspondents, at sight or on time, not exceeding one year. * *

34718—31—p71 6—17
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FepEralL REsErvE BaAnNk oF Darnnas

Provisions of the laws of the States of the eleventh Federal reserve district respecting
the acceptance powers of State banks, the limiiations on the amount of acceptances
which State banks may discount, and permilting accepiance banks of the type per-
matted by the provisions of the Edge Act.

TEXAS

Revised Civil Statutes of Texas, 1925, article 392:

Powers of corporation.—Banking corporations shall be authorized to conduct
the business of receiving money on deposit, allowing interest thereon, and of
buying and selling exchange, gold and silver coins of all kinds; of lending money
upon real estate and personal property and upon collateral and personal securi-
ties at a rate of interest not exceeding that allowed by law; and of buying, selling,
and discounting negotiable and nonnegotiable commercial paper of all kinds.
No such bank shall lend more than 50 per cent of its securities upon real estate,
nor make a loan on real estate to an amount greater than half the reasonable
cash value thereof.

Revised Civil Statutes of Texas, 1925, article 515:

Limitation of indebtedness.—No State banking corporation shall at any time
be indebted or in any way liable to an amount exceeding the amount of its capital
stock at such time actually paid in and remaining undiminished by losses or
otherwise, except on account of demands of the nature following:

1. Moneys deposited with or collected by it.

2. Bills of exchange or drafts drawn against money actually on deposit to the
credit of the corporation or due thereto.

3ﬁ Liabilities to the stockholders of the association for dividends and reserve
profits.

4. Liabilities incurred under the provisions of the Federal reserve act.

5. Liabilities incurred under the provisions of the Federal agricultural
eredits act of 1920.

6. This article shall not apply to any guaranty executed by any bank and trust
company whose demand deposits are not in excess of its interest-bearing deposits,
provided such company is not a member of a Federal reserve bank.

7. Upon a written permit obtained from the commissioner, any bank may
borrow a sum not in excess of its unimpaired surplus in addition to its capital
stock.

Revised Civil Statutes of Texas, 1925, article 525:

Loans on cotton.—All State banks and bank and trust companies shall be per-
mitted to loan upon or discount commercial or business paper secured by lien
upon cotton and cottonseed products to the same extent and upon the same
conditions as is now or may be provided for national banks under the laws of the
United States.

Revised Civil Statutes of Texas, 1925, article 528:

Bills payable and discounts—No bank organized under the laws of this State
shall ever make any bills payable, and no bills shall ever be rediscounted by sueh
bank, except with the consent of the board of directors, said consent to be a matter
of record.

Revised Civil Statutes of Texas, 1925, article 416 (as amended acts 1929, 41st
Leg., 1st called sess., p. 48, ch. 17, sec. 1):

Investment of savings.—Such corporation shall invest not more than 85 per cent
of the total amount of its savings deposits in any of the following classes of
securities, and not otherwise:

* * * * * * *

6. In bankers’ acceptances as defined by the Federal reserve act or in collateral
loans, which loans are collateraled and secured by marketable stocks or bonds,
the market value of which shall be at all times equal to 125 per cent of the amount
of the loan, such collateral loans always having a maturity of not longer than six
months from the date of the purchase thereof: Provided, That not more than 25
per cent of such savings deposits may be invested in the class of securities men-
tioned in this subdivision:

* * * % * * *

Revised Civil Statutes of Texas, 1925, article 1302:

Purposes.—The purposes for which private corporations may be formed are:

* * * * * * *

55. To accept, guarantee, enforce, become surety upon, buy, sell, contract
with reference to, or otherwise deal in acceptances, bills of exchange, bills of
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lading and warehouse, and other receipts growing out of or to be used in aid of the
transportation, warehousing distribution, or financing, in either domestic or
foreign trade, of readily marketable, staple, nonperishable, agricultural prod-
ucts, and so executed or supported as to be secured upon or to represent such
products in amounts at least equal in clear market value to the amount of the
financial undertaking of such corporations upon or on account of such instru-
ments; to buy, sell, indorse, contract with reference to, or otherwise deal in
acceptances of approved banking corporations, not secured upon nor represent-
ing any such produets, but eligible for rediscount to, or for purchase in, the open
market by Federal reserve banks.
* * * * * * *

Revised Civil Statutes of Texas 1925, articles 1514 to 1519, inclusive:

Art. 1514. Purposes.—This subdivision embraces private corporations formed
for the purpose of dealing in acceptances and other receipts growing out, or to be
used in aid, of the transportation, warehousing, distribution, or financing, in
either domestic or foreign trade, of readily marketable, staple, nonperishable,
agricultural products; and for dealing in acceptances of banking corporations not
secured upon nor representing any such products.

Awrr. 1515. Agriculiural products.—By ready marketable, staple, nonperishable
agricultural products are meant those classes of agricultural products which are*
subject to such constant dealing in ready markets as to make their values easily
and definitely ascertainable and realizable on short notice, and which are not
ordinarily subject to substantial depreciation in quality within the period of
immaturity of the obligations which they secure, or by which they are repre-
sented.

ArT. 1516. Asseis and liabilities.—The total liabilities to any corporation
chartered under this law of any such banking corporation, on account of any such
unsecured acceptances, shall at no time be permitted to exceed 10 per cent of the
unimpaired capital of such corporation. Each such corporation shall invest
and keep invested in obligations of the United States, Texas, or political subdi-
visions or incorporated cities of Texas, not less than one-half of its paid-in capital.
Sueh corporation shall have an authorized capital stock of not less than
$500,000, which shall not be reduced by amendment to less than such sum.

Art. 1517. Limit of indebledness—No such corporation shall enter into any
contract or contracts of acceptances, guaranty, indorsement, or suretyship when
its obligation thereon in connection with its entire existing obligation and indebt-
edness primary or secondary, fixed or contingent, shall exceed five times its then
unimpaired capital and surplus, unless previously authorized in writing by the
banking commissioner so to do, in which case it may enter into such contraet
not to exceed the limit so fixed by such commissioner, in no case to exceed ten
times its said capital and surplus. Those obligations, to pay which at maturity,
any such corporation has been furnished funds by other parties liable thereon,
need not be considered in determining the amount of its existing obligations and
indebtedness hereunder. All such contracts and obligations entered into in
violation of this article shall be unenforceable against sueh ecorporation. Noth-
ing herein shall prevent the enforcement of any such prohibited obligations by
any holder who has aequired the same in due course, for value, before maturity,
and without notice of its infirmity.

Arr. 1518. Ownership of stock—Any private corporation formed under this
title, and any banking corporation or trust eompany, except savings banks, may
hold stock in corporations created hereunder, and in corporations chartered under
the laws of the United States or in any State thereof, and principally engaged in
financing domestic or foreign trade in any such agricultural produets, in amounts
not to exceed in the aggregate 10 per cent of the capital and surplus of such
private corporation, banking or trust company, nor to exceed 10 per cent of the
capital stock of such corporation in which such stock is to be held. No banking
corporation or trust company shall acquire stock in such ecorporation without
express written authorization therefor from the banking commissioner, under
such rules and regulations as he may provide, except in payment of debt. If it
shall acquire same in payment of debt, it shall promptly dispose of same unless
expressly permitted to retain same by such commissioner.

ARrT. 1519. Regulaiton.—Such corporations shall be subject at all times to the
supervision and control of the banking commissioner and shall conform to all
lawful regulations of such commissioner. No such corporation shall begin
business until authorized to do so by such commissioner after satisfactory show-
ing made that such corporation has complied with the law, and thereafter it shall
make reports to such commissioner and be subject to such periodical visitations
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and examinations under his direction, and shall pay fees therefor, all as in the
case of State banking corporations. Said commissioner shall have such powers
with reference to taking charge of such corporations, liquidating same, and for
like causes as are possessed by him with reference to State banks.

LOUISIANA

Acts Louisiana 1924, regular session Aet No. 115, sections 1, 2, 3, 4, 5, page 184:

Secrion. 1. Be it enacled by the Legislature of Louistana, That banks and trust
companies organized under the laws of this State be, and they are hereby, author-
ized to accept for payment at a future date drafts drawn upon them by their
customers and to issue letters of credit authorizing the holders thereof to draw
drafts upon them or their correspondents at sight or on time: Provided, That it
shall not be lawful for any such bank or trust company to accept a draft or drafts
or to issue a letter or letters of credit to any one customer in an amount larger
than is or shall be permitted by law to be loaned by such bank or trust com-
pany to any one borrower.

Sec. 2. That each letter of credit issued by any bank or trust company organ-
ized under the laws of this State shall be signed by two officers of such bank or

.trust company.

SEc. 3. That all drafts accepted or letters of eredit issued, whether obligation
thereon is direet or indirect, by any bank or trust company organlzed under the
laws of this State shall he dulv recorded on the reconds of such bank and trust
company and carried as a liability on the daily statement of the condition of such
bank or trust company.

Sec. 4. That each and every violation of the provisions of the above shall
subject the offending bank or trust company to a penalty of not less than $100
nor more than $500 to be collected by civil suit in the name of the State of Louisi-
ana by the district attorney of the Parish in which said bank or trust company
shall have its domicile.

S8ec. 5. That all laws, or parts of laws, in conflict herewith, particularly Act 22
of 1915, are hereby repealed.

Acts Louisiana 1924, regular session Act No. 229, section 3, page 447:

That banking companies organized under this act shall consist of banks of
deposit, discount, exchange and ecirculation, and savings banks, to known as
banking associations and savings banks. Banking associations shall have the
following powers and no others: To receive deposits; to lend money on real and
personal security; to accept for payment at a future date drafts drawn upon them
by their customers; and to issue letters of credit authorizing the holders thereof
to draw drafts upon them or their correspondents at sight or on time; to discount
and buy and sell promissory notes and bills of exchange, and other evidences of
indebtedness, gold and silver and bonds of the United States, and of this State,
and of the several levee distriets of this State and of the Parishes and school
districts, drainage districts, road districts, and of the municipal corporations of
this State, on which bonds there shall have been no default in the payment of
interest for the five years preceding the acquisition of the bonds by the bank:
Provided, This prohibition shall not apply to bonds which have been outstanding
for less than five years and upon which there has been no default in the payment
of interest. * *

Acts Louisiana, 1924, regular sesssion, Act No. 229, section 26, page 448: That
it shall not be lawful for any banking association or savings bank or trust com-
pany to loan to any one borrower more than 20 per cent of its capital stock and
declared surplus: Provided, That loans secured by pledge of good coliateral
securities or solvent indorsement shall not be included in the 20 per cent limitation
above described, nor shall any banking asseciation or savings bank or trust com-
pany loan to any one borrower directly or indirectly more than an amount e ual
to one-half of its capital and declared surplus, either with collateral security or
solvent indorsement: And provided further, That it shall be lawful for any banking
association or savings bank and trust company to loan to one borrower an amount
not greater than its capital and declared surplus when such loan is secured by
pledge of the obligations of the United States, or of the State of Louisiana, or any
subdivision thereof, or of ready marketable staples, generally referred to as com-
modity loans. That it shall not be lawful for any banking association or savings
bank or trust company to make any loans to its president, vice president, cashier,
assistant cashier, or employees whenever said officers or employees are in active
management of said banking association, trust company, or savings bank, unless
these loans are approved by a resolution of the board of directors at a meetmg, at
which the applicant for the loan shall not be present or participate in. * *
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ARIZONA

Session Laws of Arizona, 1922, chapter 31, section 16, page 129:

Commercial bank defined—The term “commercial bank,”” when used in this chap-
ter, means any bank authorized by law to receive deposits of money, deal in
commereial paper, or to make loans thereon, and to lend money on real or per-
sonal property, and to discount bills, notes, or other commercial paper, and to
buy and sell securities, gold, and silver bullion or foreign currency or bills of
exchange.

Session Laws of Arizona, 1922, chapter 31, section 17, page. 129:

Savings bank defined.—The term “savings bank,” when used in this chapter, means
a bank organized for the purpose of accumulating and loaning its funds; receiving
deposits of money; loaning, investing, and collecting the same with interest and
having power to invest said funds in such property, securities, and obligations
a8 may be prescribed by its board of directors; and to pay a stipulated rate of
interest on deposits made for a stated period or upon special bonds.

Session Laws of Arizona, 1922, chapter 31, section 26:

Savings banks logns.—A savings bank may invest the capital and deposits and
the income derived therefrom:

* * * * * * *

Subdivision 5, page 133:

In loans upon promissory notes secured by pledge or mortgage of personal
property worth at least 40 per eent more than the amount of the loan; or upon
promissory notes or other negotiable instruments with at least two sureties or
indorsers, or upon notes where the borrower is worth over and above all his other
liabilities at least five times the amount of the note.

* * * * * * *

Session Laws of Arizona, 1927, chapter 92, section 19, page 278:

Loans to persons, corporations, etc—The total liability to any banking corpora-
tion or any person or any one company, corporation, or firm, for money borrowed
after the date upon which this act becomes effective, shall at no time exceed 15
per cent of the amount of the capital stock paid in and of the surplus earned and
set aside as a surplus fund of such bank: Provided, also, That loans may be made
up to 25 per cent of the capital stock and surplus when secured by readily market-
able, nonperishable, staple commodities in warehouse or in transit. But the
discount of bills of exchange drawn in good faith against existing values, and the
discount of commercial or business paper actually owned by the person negotiating
the same, shall not be construcd as borrowed money. Deposits of commercial
banks, with commercial banks, or the commereial department of banks having
commercial and savigs department, on open account to facilitate business
transactions shall be permitted and shall not be construed as loans.

NEW MEXICO

Session Laws of New Mexico 1915, chapter 67, section 4:

The term ‘‘ commercial bank,” when used in this act means any bank authorized
by law to receive deposits of money, deal in commercial paper or to make loans
thereon, and to lend money on real or personal property, and to discount bills,
notes, or other commereial paper, and to buy and sell securities, gold and silver
bullion, or foreign coins or bills of exchange.

Session Laws of New Mexico 1915, chapter 67, section 5:

The term ‘‘savings bank,” when used in this act, means a bank organized for
the purpose of accumulating and loaning the funds of its members, stockholders,
and depositors, and which may loan and invest the funds thereof, receive deposits
of money; loan, invest, and collect the same with interest; and invest its funds in
such property, securities, and obligations as may be prescribed by this act.

Session Laws of New Mexico 1929, chapter 131, section 12, page 313:

That section 30, chapter 67, Session Laws of 1915 as amended by section 11,
chapter 56, Session Laws of 1917 and section 16, chapter 120, Session Laws of
1919, and seetion 7, chapter 149, Session Laws of 1923, be, and the same hereby
is, amended to read as follows:

‘“‘Sec. 30. Whenever ’Lhe capxtal of any bank shall be impaired, it shall make no
new loans or discounts.” * *

Session Laws of New Mexico 1929, chapter 131, section 9, page 312:

That section 36, chapter 67 of the Session Laws of 1915, as amended by section
21 of chapter 120, Session Laws of 1919, be, and the same hereby is, amended to
read as follows:
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“SEc. 36. No bank shall become the creditor of any person, firm, or corpora-
tion including in the liabilities of any such firm the liabilities of the members
thereof, and including the liabilities of any person the liabilities of any firm of
which such person is a member, in an amount exceeding 20 per cent of its capital
and surplus, but the disecount of bills of exchange drawn against actually existing
values, loans upon produce in transit and upon warehouse and elevator receipts
as collateral security, and negotiable paper seeured by collateral having an actual
market value in excess of the paper secured shall not be considered as money
borrowed: Provided, however, That no bank shall at any time have invested more
than 30 per cent of its unimparied cpaital and surplus in the notes bonds, or
other securities of any person, firm, or corporation; * *

OKLAHOMA

Compiled Oklahoma Statutes Annotated 1921, section 4116, as amended
Session Laws 1924, page 74, section 1:

Powers and dufies of banks.—1. A banking corporation organized under the
provisions of this chapter shall be permitted to receive money on deposit, and to
pay interest thereon, not to exceed the rate that may from time to time be fixed
by the bank commissioner, as the maximum rate that may be paid upon deposits
by banks in this State; to buy and sell exchange, gold, silver, coin, bullion,
uncurrent money, bonds of the United States or this State, or of any city, county,
school distriet, or other municipal corporation thereof, and State, county, ecity,
township, school distriet, or other municipal 1ndebtedness, to lend money on
chattel and personal security, or on real estate secured by first mortgages, running
not longer than two years: Provided, That such real estate loans shall not exceed
20 per cent of the aggregate loans of any such bank; to own a suitable building,
furniture, and fixtures, for the transacfion of its busmess the value of whlch
shall not exceed one-third of the capital of such bank fully paid; *

Compiled Oklahoma Statutes Annotated 1921, section 4125, as amcnded
Session Laws 1924, page 74, section 4:

Total liabilities.—4. The total liabilities to any bank or any person, eorporation,
or firm for money borrowed, including in the liabilities of such person, corporation,
or firm the liabilities of the several stockholders, officers, or members thereof,
shall not at any time exceed 15 per cent of the combined capital stock and sur-
plus of such bank; but the discount of bills of exchange drawn in good faith
against actual existing values, as collateral securities and a discount of commer-
cial or business paper, actually owned by the person, shall not be considered as
money borrowed; *

FepERAL RESERVE Bank orF Kawnsas Crry

Digest of laws of the Siates of the Tenth Federal Reserve District respecting the accept-
ance powers of State banks, in compliance with topic 14 of questionnaire No. 10
of the subcommittee of the Senate Commillee on Banks and Currency

No statutory provisions relating to the acceptance powers of State banks are
contained in the laws of Colorado, Kansas, Nebraska, New Mexico, Oklahoma,
and Wyoming.

In Missouri State banks and trust companies are expressly authorized to
accept for payment at a future date drafts drawn upon such banks or trust
companies by their customers, but the amount of liability so incurred shall not
at any time exceed the paid-up and unimpaired capital stock and surplus fund of
the accepting bank or trust company. (Secs. 5354 and 5421, R. S. Mo., 1929.)

It is further provided by statute in Missouri that no bank or trust company
shall lend to any individual, partnership, corporation, or body politic by accept-
ance of drafts or otherwise, an amount in the aggregate which will exceed 15 per
cent of the capital stock actually paid in and surplus fund of such bank or trust
company if located in a eity having a population of 100,000 or over, and 20 per
cent of the capital stock actually paid in and surplus fund of such bank or trust
company if located in a city having a population of less than 100,000 and over
7,000, and 25 per cent of the capital stock actually paid in and surplus fund
of such bank or trust company if located elsewhere in the State, with certain
exceptions set forth in the statute. (Secs. 5357 and 5429 R. 8. Mo., 1929.)
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FeprraL Reserve Bank oF NEw Yorx

Digest of the laws of Conneclicut, New Jersey, and New York respecting (1) the
acceptance powers of State banks and irust companies (2) the limitations on the
amount of accepltances which Stote banks and trust companies may discount, and
(8) the provisions of any State law permitling acceptance banks of the lype per-
matied by the provistons of the Edge Act (Sec. 25 (a) of the Federal Reserve act)

CONNECTICTT
[References are to General Statutes of Connecticut, Revision of 1930]

(1) Acceptance powers.

“8ec. 3901. Acceptances limited.—Any State bank or trust company may
accept for payment at a future date not exceeding six months, drafts drawn by its
patrons, but no bank shall accept such drafts in the aggregate to an amount ex-
ceeding 50 per cent of its capital and unimpaired surplus. No bank shall aceept
for payment from one person, firm, corporation® or association an amount ex-
ceeding 10 per cent of its capital stock and unimpaired surplus. Such liability
of customers may be in addition to all liabilities provided for in section 3900.
A record of such acceptances shall be kept in such form as shall be approved by the
commissioner, and shall at all times be kept posted to date and open for inspection
by said commissioner or his authorized examiners.

“Sec. 3903. Acceptances defined.—Any acceptance issued under section 3901
shall be either of a draft or bill of exchange drawn in good faith against existing
values with bills of lading or warehouse receipts attached, or with stocks or bonds
of known value and worth at least 20 per cent in excess of the draft, or of commer-
cial or husiness paper owned by the person or firm negotiating the same and in-
dorsed by such person or persons without limitation and subject to the restrictions
defined in section 3901.”

{2y Limitations on discount of acceptances.

The laws of Connecticut contain no limitations upon the amount of bankers
acceptances which State banks and frust companies may discount, unless section
3900 imposes such a limitation. This section limits the total liabilities to any
State bank or trust company of any person, corporation, firm or association ““for
money borrowed,” and presumably would not be interpreted to apply to the
discount of bankers acceptances (i. e., to the acquisition of bankers acceptances
from parties other than the aceepting banks), but probably would apply to the
acquisition of bankers acceptances direct from accepting banks. Section 3900
reads as follows:

“Sec. 3900. Loans limited—Penalty.—The total liabilities to any State bank
or trust company of any person, corporation, firm, or association for money
borrowed, including in the liabilities of a firm the liabilities of the several mem-
bers thercof, shall at no time exceed 10 per cent of the amount of the capital
stock of such bank or trust company actually paid in and its surplus and undi-
vided profits combined, the provisions of any State bank or trust company charter
to the contrary notwithstanding. The provisions of this section shall not apply
to loans secured by collateral, so long as the market value of such collateral shall
exceed by 20 per cent the total liabilities secured in each case by such collateral,
but no loan on collateral shall at any time exceed 20 per cent of the amount of
the capital stock of such bank or trust company actually paid in and its surplus
and undivided profits combined, and the total loans to any one person, corpora-
tion, firm, or association, including in the liabilities of the firm the liabilities of
the several members thereof, shall at no time exceed 20 per cent of the ecapital,
surplus, and undivided profits combined of such bank or trust company.”

(3) Acceptance banks of the type permiited by the provisions of the Edge Aci.

There are no provisions in the laws of Connecticut dealing particularly with
banks of this type.

NEW JERSEY
(1) Accepiance powers.

Chapter 307 of the Laws of 1915 (p. 56 of Laws of New Jersey Relating to
Banks and Banking, Trust Companies and Safe Deposit Corporations, 1930)
provides that each State bank or trust company
““shall have power to accept for payment at a future date drafts drawn upon it
by its customers, and to issue letters of credit authorizing holders thereof to draw
drafts upon it or its correspondents at sight or on time not exceeding one vear:
Provided, That the total amount of such drafts so accepted or letters of credit
so issued for any one person, firm, or corporation shall not at any time exceed
10 per cent of the capital and surplus of the accepting or issuing bank.
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(2 Limitations on discount of acceptances.

The laws of New Jersey contain no limitations on the amount of acceptances
which State banks and trust companies may discount. Chapter 29 of the Laws
of 1920, as amended by chapter 167 of the Laws of 1922 (p. 57 of the Laws of
New Jersey Relating to Banks and Banking, Trust Companies, and Safe Deposit
Corporations, 1930) limits the total liabilities to any bank of any person or of any
company, corporation or firm ‘‘for money borrowed’ but provides that:

‘“The following shall not be considered as money borrowed within the meaning
of this section, namely:

‘(@) The discount of bills of exchange drawn in good faith against actually
exigting values, including drafts and bills of exchange secured by shipping docu-
ments conveying or securing title to goods shipped, and including demand obliga-
tions when secured by documents covering commodities in actual process of ship-
ment and also including bankers’ acceptances which are eligible for rediscount
with any Federal reserve bank.

““(b) The discount of commercial or business paper of other makers actually
owned by the person, company® corporation, or firm negotiating the same.”

(3) Acceplance banks of the type permitted by the provisions of the HEdge Act.

There are no provisions in the Laws of New Jersey relating to banks dealing
particularly with banks of this type.

NEW YORK
[References are to New York Banking Law]

(1) Acceptance powers.

“Sec. 106. General powers.—In addition to the powers conferred by the general
and stock corporation laws, every bank shall, subject to the restrictions and limi-
tations contained in this article, have the following powers:

“2. To accept for payment at a future date, drafts drawn upon it by its custo-
mers and to issue letters of credit authorizing the holders thereof to draw drafts
upon it or its correspondents at sight or on time not exceeding one year.”

Section 185 contains preeisely similar provisions with reference to trust com-
panies.

“Sec. 108. Restrictions on loans, purchases of securities and total liabilities to
bank of any one person.—A bank subject to the provisions of this article.

‘“1. Shall not directly or indirectly lend to any individual, partnership, unin-
corporated association, corporation, or body politic, an amount which, including
therein any extension of credit to such individual, partnership, unincorporated
association, corporation or body politic, by means of letters of eredit or by accep-
tance of drafts for, or the discount or purchase of the notes, bills of exchange or
other obligations of, sueh individual, partnership, unincorporated association,
corporation or body politie, will exceed one-tenth part of the capital stock and
surplus of such bank, with the following exceptions:”

In the enumerations of the exceptions it is provided (in paragraphs (b) and
(¢)) that ““the fotal liabilities to such bank of any individual, partnership, unin-
corporated association, or of any other corporation or body politic, may equal
but not exceed 25 per cent” (40 per cent in the case of a bank located elsewhere
than in a borough having a popluation of 1,500,000 or more) ‘‘of the capital and
surplus of such banks, provided such liabilities are upon drafts or bills of exchange
drawn in good faith against actually existing values, or upon commercial or
business paper actually owned by the person negotiating the same to such bank,
and are indorsed by such person without limitation, or provided such liabilities
in excess of 10 per cent of such capital and surplus, and not in excess of an
additional 15 per cent” (30 per cent in the case of a bank located elsewhere than
in a borough having a population of 1,500,000 or more} ‘“‘of such capital and
surplus, are secured by collateral having an ascertained market value of at
least 15 per cent more than the amount of the liabilities so secured.”

Section 190 contains precisely similar provisions relating to trust companies.
(2) Limitations on discount of acceptances.

The laws of New York contain no limitation upon the amount of aceeptances
which State banks and trust companies may discount, but sections 108 and 190,
referred to above, would probably apply to the acquisition of bankers accept-
ances direct from accepting banks.
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(8) Acceptance banks of the type permitied by the provisions of the Edge Act.

Banking corporations of this type may be organized as “investment companies”
under article 7 of the banking law. Sections 293 defines the general powers of
corporations so organized, and such powers include the following:

‘“‘Sec. 293. General powers.—In addition to the powers conferred by the
general and stock corporation laws, an investment company shall, subject to the
restrictions and limitations contained in this article, have the following powers:

“1. To sell, offer for sale or negotiate bonds or notes secured by deed of trust
or mortgages on real property situated in this State or outside of this State, or
choses in action owne, issued, negotiated or guaranteed by it; to advance money
upon the security of such bonds, notes or choses in action; to purchase or other-
wise acquire bonds, notes or choses in action and to pledge them to secure the
payment of collateral trust bonds or notes; to sell or otherwise negotiate such
collateral trust bonds or notes: Provided, however, That the grant of powers which
an investment company may exercise pursuant to this subdivision one shall not
be deemed to affect the right of a corporation now or hereafter organized pursuant
to the provisions of any other statute to exercise similar powers; or to prevent
the organization under the stock corporation law of a corporation for such
purposes.

“la. To accept bills of exchange or drafts drawn upon it payable on demand
or on time not exceeding one year from the date of acceptance; to issue letters
of eredit authorizing the holders thereof to draw drafts upon it at sight or on time
not exceeding one year from the date of any such letter of credit; to discount
bills of exchange, drafts, notes, acceptances, or other choses in action; to buy
and sell coin, bullion and exchange; to issue, at any branch office authorized by-
the superintendent of banks pursuant to section 51 of this chapter and established
in a country or Province of Asia in which the prineipal local currency consists
of silver coin or bullion, notes payable in the loeal currency to bearer on demand
without interest: Provided, however, That the tctal amount of such notes issued
by any such investment company and outstanding at any one time shall not
-exceed twice the paid-in capital of such investment company and that there
shall be kept on hand at each branch office where such notes are issued a reserve
in silver bullion or in the local silver coin of at least 50 ner cent of the notes so
issued at such branch office.”

Attached is a copy of the full text of article 7 of the banking law. It contains,
among others, provisions to the following effeet:

“That corporations exercising powers conferred by subdivision 1a of section
293 (quoted above) shall have paid-up capital stock of at least $2,000,000, all of
which must be paid in in cash before the corporation commences business.”
(Sec. 291, and sec. 294, subdivision 1.)

“That corporations organized under article 7 shall not hold any of its own
stock (unless taken to prevent a loss upon a debt previously contracted in good
faith, and stock so acquired shall be disposed of within six months), and shall not
make any discount to a person ta enable him to pay for or hold such stock.”
(Sec. 294, subdivision 5.)

“That corporations organized under article 7 shall conform their methods of
keeping books and records to orders duly promulgated by the superintendent of
banks.” (See. 295.)

‘“That each official communication from the superintendent of banks relating
to an examination or investigation by the banking department, or containing
suggestions or recommendations as to the conduct of business, shall be submitted
’gg the b;)z;rd of directors at its next meeting and duly noted in the minutes.”

ec. 297.

‘“That corporations organized under article 7 and foreign corporations licensed
by the superintendent to transact the business of a corporation so organized shall
make annual reports to the superintendent of banks which shall contain state-
ments of their condition and shall be in form prescribed by the superintendent;
and such corporations shall also make such other special reports to the superintend-
ent as he may from time to time require.” (Sec. 298.)

Corporations organized under article 7 of the banking law are subject not only
to the provisions contained in that article, but also to various other provisions of
the banking law which relate generally to the various types of corporations
organized under different articles of the banking law. Such other provisions in-
clude those granting authority to the superintendent of banks to examine such
corporations and under some circumstances to take possession of and liquidate
the property and business of such corperations.
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ArticLE VII.—Investment companies

SEC. 290. Incorporation; organization certificate. SEC. 302, Prohibition against encroachments on

291, When corporate existence begins; con- certain powers of investment com-

ditions precedent to commencing busi- panies. :

ness. 303. Conditions to be complied with by foreign
292. Deposit of securities with superintendent. corporations.
293. General powers., 304, When foreign corporation may transact
293a. Application to the payment of promis- business in State.

sory notes of certain collateral securities. 305. Rights and privileges under license.
294, Restrictions on powers. 306. Deposit of securities by foreign corpora-
295, Restrictions as to entries in books. tion.
296. Change of location. 307, Foreign corporations to submit names of
297. Communications from banking depart- agents in State.

ment. 308. Effect of revocation of license.
298 Rceports to superintendent. 309. Reincorporation of certain business cor-
299. Liability for assessments by superintend- porations.

ent. 310, How net earnings credit to surplus fund
300. Preservation of records. and undivided profits.
301. Restrictions on officers, directors, and

employees.

SEc. 290. Incorporation; organization certificate; amount of capital stock.—When
authorized by the superintendent of banks, as provided by section 23 of this
chapter, five or more persons may form a corperation to be known as an invest-
ment company. Such persons shall subsecribe and acknowledge and submit to
the superintendent of banks at his office an organization certificate in duplicate
which shall specifically state:

1. The name by which the investment company is to be known.

2. The place where its business is to be transacted.

3. That the investment company is, or is not, being organized for the purpose
of exercising the powers set forth in subdivisions four and five of section 293 of
this chapter.

4. The amount of its capital stock and the number of shares into which such
capital stock shall be divided, which capital stock shall amount to not less than
$100,000, except that, if such investment company is being organized for the
purpose of exercising the powers conferred by subdivisions 4 and 5 of section 293
of this chapter, it may have a capital stock of not less than $25,000 if the place
where its business is to be transacted is a city or village the population of which
does not exceed 50,000, and a capital stock of not less than $50,000 if the
place where its business is to be transacted is a city the population of which
exceeds 50,000 but does not exceed 150,000, and except further that, if such
investment company is being organized for the purpose of exercising only the
powers conferred by subdivision 1 of section 293 of this chapter, it may have a
capital stock of not less than $50,000 if the place where its business is to be
transacted has a population of not to exceed 25,000 and is located in a county
in which there is no first or second class city, and if the shares are to be classified
between common shares and preferred shares, the number of shares to be included
in each class and all the designations, preferences, privileges, and voting powers
or restrictions or qualifications of the shares of each class. Neither preferred nor
common stock shall be issued at less than par value of such stock and the
aggregate par value of the common stock issued and outstanding shall at least
equal the aggregate par value of the preferred stock issued and outstanding, and
the par value of the preferred stock shall be not less than $5,000,000: Provided,
however, That no preferred stock shall be issued by an investment company
exercising the powers conferred by subdivision 3 of section 293 of this article
and no investment company having preferred stock issued and outstanding shall
exercise said powers. Common and preferred shares of an investment company
shall have equal voting powers and shall be of equal par value. (Amended by
ch. 362, L. 1924, and ch. 51, L. 1928.)

5. The full name, residence, and post-office address of each of the incorporators
and the number of shares subscribed for by each.

6. The term of its existence, which may be perpetual.

7. The number of its directors, which shall not be less than five, and the names
and addresses of the incorporators who shall be its directors until the first annual
meeting of stockholders.

Such ecertificate may provide for the manner in which the stock of the corpo-
ration may be transferred and for the number of directors necessary to constitute
a quorum. {(Amended by ch. 227, L. 1917.)

Sec. 291. When corporate existence begins; conditions precedent to commencing
business.—When the superintendent shall have indorsed his approval on the
organization certificate, as provided by section 23 of this chapter, the corporate
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existence of the investment company shall begin and it shall then have power to
elect officers and transaet such other business as relates to its organization. But
it shall transact no other business until:

1. All of its capital stock shall have been fully paid in cash and an affidavit
stating that it has been so paid, subseribed and sworn to by its two principal
officers, shall have been filed in the clerk’s office of the county in which its place
of business is located, and a certified copy thereof in the office of the superin-
tendent;

2. It shall have made the deposit with the superintendent required by section
292 of this article;

3. The superintendent shall have duly issued to it the authorization certificate
specified in section 24 of this chapter.

Sec. 292. Depostt of securtites with the superinlendent=—Every investment
company shall, until an order of the supreme court is obtained declaring its
business closed, keep on deposit with the superintendent of banks as a pledge of
good faith and as a guaranty of compliance with the provisions of this ehapter,
interest-bearing stocks or bonds of this State or of the United States to the
amount of $1,000, which shall be registered in the name of the superintendent of
banks of the State of New York in trust for such investment company. The
investment company, so long as it shall continue solvent and comply with the
laws of the State, may be permitted by the superintendent to collect the interest
on the securities so deposited, and from time to time to exchange such securities
for others as provided by section 35 of this chapter, and may examine and com-
pare such securities as provided by section 36 of this chapter.

SEc. 293. General powers.—In addition to the powers conferred by the general
and stock corporation laws, an investment company shall, subject to the restric-
tions and limitations contained in this article, have the following powers:

1. To sell, offer for sale, or negotiate bonds or notes secured by deed of trust
or mortgages on real property situated in this State or outside of this State, or
choses in action owned, issued, negotiated, or guaranteed by it; to advance money
upon the security of such bonds, notes, or choses in action; to purchase or other-
wise acquire such bonds, notes, or choses in action and to pledge them to secure
the payment of collateral trust bonds or notes; to sell or otherwise negotiate such
collateral trust bonds or notes: Provided, however, That the grant of powers which
an investment company may exercise pursuant to this subdivision one shall not
be deemed to affect the right of a corporation now or hereafter organized pursuant
to the provisions of any other statute to exercise similar powers; or to prevent the
organization under the stock corporation law of a corporation for such purposes.
{Amended by ch. 247, L. 1916, and ch. 327, L. 1929.)

la. To accept bills of exchange or drafts drawn upon it payable on demand or
on time not exceeding one year from the date of acceptance; to issue letters of
credit authorizing the holders thereof to draw drafts upon it at sight or on time
not exceeding one year from the date of any such letter of credit; to discount bills
of exchange, drafts, notes, acceptances, or other choses in action; to buy and sell
coin, bullion, and exchange; to issue, at any branch office authorized by the
superintendent of banks pursuant to section 51 of this chapter and established in a
country or provinee of Asia in which the prineipal local currency consists of silver
coin or bullion, notes payable in the local currency to bearer on demand without
interest: Provided, however, That the total amount of such notes issued by any
such investment eompany and outstanding at any one time shall not exceed twice
the paid-in capital of such investment company and that there shall be kept on
hand at each branch office where such notes are issued a reserve in silver bullion
or in the local silver coin of at least 50 per cent of the notes so issued at such branch
office. (Amended by ch. 49, L. 1921.)

2. To receive money or property in installments or otherwise from any person
or persons, with or without an allowance of interest upon such installments; to
enter into any contract or undertaking with such persons for the withdrawal of
such money or property, at any time, with any increase thereof, or for the pay-
ment to them or to any person of any sum of money at any time, either fixed or
uncertain.

3. To engage in the business of receiving deposits, provided that it shall not
engage in such business in this State until it shall have first made such deposit
of securitics with the superintendent of banks as is required of trust companies by
section 184 of this chapter. (Amended by ch. 98, L. 1918.)

4. To deduct interest in advance on loans at the rate of 6 per cent per annum,
provided such loans are secured by assignments of choses in action of other
evidences of indebtedness issued by it and to be paid for in uniform monthly or
weekly installments. To charge for a loan exceeding $50 made pursuant to this
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subidvision $1 for each $50 dollars or fraction thereof loaned for expenses includ-
ing any examination or investigation of the character and circumstances of the
borrower, comaker or surety, and the drawing and taking the acknowledgment of
necessary papers, or other expenses incurred in making the loan: Provided, That
no fee collected hereunder shall exceed $5; and provided that for a loan exceeding
$250, 1 per cent additional of the amount loaned in excess of $250 may be
iharged )for such expenses, not exceeding a total fee of $20. (Amended by ch. 721,
. 1920.

If any such loan made pursuant to this subdivision is $50 or less, such charge
shall not be more than $1.

Whenever an additional loan shall be made to anyone borrowing within three
months of the date of a previous loan, no further charge for examination, investi-
gation, drawing of necessary papers, and taking acknowledgments, shall be made
against him under any pretext whatever.

No sueh charge shall be collected unless a loan shall have been made as the
result of such examination or investigation.

5. To impose a fine of 5 cents for each default in the payment of $1 or fraction
thereof at the time any periodieal installment upon a certificate assigned as col-
lateral security for the payment of a loan made pursuant to subdivision 4 of this
section becomes due: Provided, however, That such fines shall not be cumulative;
that the aggregate of such fines collected in connection with any such loan of
$50 or less, or any renewal thereof, shall not exceed 50 cents, and that the aggre-
gate of such fines collected in connection with any such loan of more than $50,
or any renewal thereof, shall not exceed 1 per cent of such loan and shall in no
event exceed $5. (Amended by ch, 228, L. 1917.)

6. To establish branches pursuant to section 51 of this chapter (amended by ch,
139, L. 1915)—

7. To purchase, acquire, invest in, and hold all or any of the stocks of any
corporation, domestic or foreign, and to sell and dispose of all or any such stocks
owned by it: Provided, however, That the grant of powers which an investment
company may exercise pursuant to this subdivision shall not be deemed to affect
the right of a domestic corporation now or hereafter organized pursuant to the
provisions of any other statute to exercise similar powers, nor to constitute ‘‘the
business of an investment company or any part thereof’ within the meaning of
section 304 of this chapter: And further provided, That any such investment
company shall not invest and keep invested an amount in excess of 10 per cent
of the eapital and surplus of such investment company in any one moneyed
corporation, nor an amount in all moneyed corporations in excess of 30 per cent
of the capital and surplus of such investment company. (Added by ch. 622,
L. 1922; amended by ch. 596, L. 1926, and ch. 465, L. 1929.)

Suc. 293a. Application to the payment of promissory notes of certain collateral secu-
rittes—Whenever to secure the payment of a promissory note made to an invest-
ment company there shall be deposited with such company a chose in action or
other evidence of indebtedness issued by such company, such company shall if
default be made in the payment of the note so secured, receive and apply to the
payment of such note the reasonable value of the security so pledged, or of the
equity therein to which the pledgor thereof is entitled; and in any action instituted
by such company against the maker, comaker, or surety on such promissory
note, to recover upon the same, such company shall show by its complaint the
amount so applied against the payment of such promissory note. (Added by
ch. 384, L. 1925.)

Sec. 294. Restrictions on powers of invesiment companies.—An investment
company shall not—

1. Exercise the powers conferred by subdivision 1a of section 293 of this chapter,
unless it shall have a paid-up capital stock of at least $2,000,000; exercise, within
this State, the powers conferred by both subdivisions 1a and 3 of section 293 .of
this chapter, or exercise the powers conferred by both subdivisions 3 and 4 or
by both subdivisions 1a and 4 of section 293 of this article. (Amended by ch. 591,
L. 1917, and ch. 98, L. 1918.)

2. Hold at one time the obligations of one person for more than $5,000, secured
by assignments of choses in action or other evidences of indebtedness issued by
it and to be paid for in uniform monthly or weekly instaliments.

3. Make any loan under the provisions of subdivision 4 of section 293 of this
article for a longer period than onc year from the date thereof.

4. Deposit any of its funds with any other moneyed corporation unless such
other corporation has been designated as such depositary by a vote of a majority
of the directors of the investment company, exclusive of any director who is an
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officer, director, or trustee of the depositary so designated: Provided, however,
That this limitation shall not apply to the deposit of funds by an investment
company with another moneyed corporation, which owns all or a majority of
the capital stock of such investment company. (Amended by ch. 271, L. 1919.)

5. Be the holder of any shares of its own capital stock unless such stock shall
have been taken to prevent loss upon a debt previously contracted in good faith,
and stock so acquired shall, within six months from the time of its acquisition,
be sold or disposed of at public or private sale; nor shall it, either directly or
indirectly, make any discount to any person for the. purpose of enabling him to
pay for or hold shares of its stock either subscribed for or purchased by him.
Any investment company making any such discount shall forfeit to the people
of the State twice the amount of such discount.

SEc. 295. Restrictions as to entries in books.—1. No investment company shall
by any system of accounting or any device of bookkeeping, direcly or indirectly,
enter any of its assets upon its books in the name of any other individual, partner-
ship, unincorporated association, or corporation, or under any title or designation
that is not truly deseriptive thereof.

2. Every investment company shall conform its methods of keeping its books
and records to such orders in respect thereto as shall have been made and pro-
mulgated by the superintendent pursuant to section 56 of this chapter. Any
investment company that refuses or neglects to obey such order shall be subject
to a penalty of $100 for each day it so refuses or neglects.

SEc. 296. Change of location.—Any investment company may make a written
application to the superintendent of banks for leave to change its place of business
to another place in the same county. The application shall state the reasons for
such proposed change, and shall be signed and acknowledged by a majority of its
board of directors and accompanied etther by the written assent thereto of stock-
holders owning at least two-thirds in amount of its stock; or by an affidavit
of two or the prineipal officers of the corporation showing that such change of
location had been authorized by the affirmative vote of stockholders owning at
least two-thirds in amount of the stock of the corporation adopted at a meeting
duly called for the purpose of voting upon such change upon notice given as required
by the stock corporation law. If the proposed place of business is within the
limits of the village, borough, or city, if in a ecity not divided into boroughs, in
which the principal place of business of the investment company is located, such
change may be made upon the written approval of the superintendent; if beyond
such limits, notice of intention to make such application, signed by the two prinei-
pal officers in charge of its affairs shall be published once a week for two successive
weeks immediately preceding such application in a newspaper published in
the city of Albany in which notices by State officers are required by law to be
published, and in a newspaper to be designated by the superintendent, pub-
lished in the county in which the place of business of such investment company
is located. If the superintendent shall grant his certificate authorizing the
change of location, as provided in section 50 of this chapter, the investment com-
pany shall cause such certificate to be published once in each week for two suc-
cessive weeks in the newspapers in which the notice of application was pub-
lished. When the requirements of this section shall have been fully complied
with, the investment company may, upon or after the day specified in the cer-
tificate, remove its property and effects to the location designated therein, and
thereafter its principal place of business shall be the location so specified; and it
shall have all the rights and powers in such new location which it possessed at its
former location. (Amended by ch. 281, L. 1930.)

SEc. 297. Communications from banking depariment must be submitied to di-
rectors and noted in minutes.—Each official communication directed by the
superintendent of banks or one of his deputies to an investment company or to
any officer thereof, relating to an examination or investigation conducted by the
banking department or containing suggestions or recommendations as to the con-
duct of the business of the investment company, shall be submitted, by the officer
receiving it, to the board of directors at the next meeting of such board, and
duly noted in the minutes of the meetings of such board.

SEc. 298. Reports to superiniendent; penalty for failure to make.—On or before
the 1st day of February in each year, every investment company and every for-
eign corporation licensed by the superintendent to transact the business of an
investment company in this State, shall make a written report to the superin-
tendent of banks which shall contain a statement of its condition on the morning
of the 1st day of January in said year and shall be in the form and contain the
matters prescribed by the superintendent. The superintendent may, however,
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in his discretion, accept from an investment company which has branches in a
foreign country or countries a report containing a statement of its condition
as of & date not later than the 1st day of January and not earlier than the lst
day of November in the preceding year. Every such report shall be verified by
the oaths of the two principal officers in charge of the affairs of the investment
company or foreign corporation at the time of such verification, which shall
state that the report is true and correct in all respeets to the best of the knowledge
and belief of the persons verifying it, and that the usual business of the invest-
ment company or foreign corporation has been transacted at the location re-
quired by this article and not elsewhere. (Amended by ch. 720, L. 1920.)

Every such investment company and foreign corporation shall also make such
other special reports to the superintendent as he may from time to time require,
which shall be in such form and filed at such date as may be prescribed by the
superintendent and shall, if required by him, be verified in such manner as he
may prescribe.

If any such investment company or foreign corporation shall fail to make any
report required by this section on or before the day designated for the making
thereof, or shall fail to include therein any matter required by the superintendent,
it shall forfeit to the people of the State the sum of $10 for every day that such
report shall be delayed or withheld, and for every day that it shall fail to report
any such omitted matter, unless the time therefor shall have been extended by
the superintendent as provided by section 49 of this chapter.

Sec. 299. Liability of investment company for assessments by superintendent.—
When the superintendent, pursuant to the powers conferred on him by article 2
of this chapter, shall have levied any assessment upon any investment company
and shall have duly notified such investment company of the amount thereof,
the amount so assessed shall become a liability of and shall be paid by such invest-
ment company to the superintendent.

Suc. 300. Preservation of records of investment company.—Every investment
company shall preserve all its records of final entry, including cards used under
the card system and deposit tickets, for a period of at least six years from the date
of making the same or from the date of the last entry thereon.

Sec. 301. Restrictions on officers, directors and other employees.—No officer,
director, clerk, or other employee of any investment company, and no person in
any way interested or concerned in the management of its affairs, shall as indi-
viduals discount, or directly or indirectly, make any loan upon any note or other
evidence of debt, which he shall know to have been offered for discount to such
corporation, and to have been refused. Every person violating the provisions of
this subdivision, shall, for each offense, forfeit to the people of the State fwice
the amount of the loan which he shall have made.

No officer, dircctor, clerk, or other employee of any investment company
shall borrow, directly or indirectly, from such investment company any sum of
money without the written approval of a majority of the board of directors
thereof filed in the office of the Investment company or embodied in & resolution
adopted by a majority vote of such board exclusive of the director to whom the
loan is made. If an officer, director, clerk, or other employee of any investment
corpany shall own or control a majority of the stock of any other corporation a
loan to that corporation shall be considered for the purpose of this subdivision
as a loan to such officer, director, clerk, or other employee. KEvery person vio-
lating this provision shall, for each offense, forfeit to the people of the State twice
the amount which he shall have borrowed.

Vacancies in the board of directors occasioned by resignations, deaths or other
cause shall be reported by each investment company to the superintendent within
10 days after the event; and the investment company shall likewise report each
election by the board to fill such vacancy with the name, address and occupation
of the person elected and the name of the person whose place he fills. (Amended
by ch. 243, L. 1930.)

Smc. 302. Prohibition against encroachments on certain powers of investment
companies.—No person ghall act in this State as the representative of any foreign
corporation in transacting the business described in fhis chapter as the business
of an investment company unless such eorporation shall have complied with the
provisions of this article relating to such corporations.

Any foreign corporation either selling or offering for sale in this State accumula-
tive investment certificates or debentures upon payments of money in install-
ments in sums of less than $500 each, shall be construed as transacting the business
of an investment company and shall be subject to the provisions of this article
relating to such corporations. (Amended by ch. 75, L. 1929.)
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Sec. 803. Conditions to be complied with by foreign corporation applying for
license—Every foreign corporation before being licensed by the superintendent
of banks to transact in this State the business of an investment company, or any
part thereof, and annually thereafter during the month of November shall sub-
seribe and acknowledge and submit to the superintendent of banks at his office
an application certificate in duplicate, which shall specifically state:

1. The name of such foreign corporation.

2. The place where its business is to be transacted in this State.

3. The amount of its capital stock actually paid in cash and the amount sub-
scribed for and unpaid.

4. A complete and detailed statement of its financial condition as of a date
within 60 days prior to the date of such application certificate.

At the time such application certificate is first submitted to the superintendent,
sueh corporation shall also submit a duly authenticated copy of its charter.

SEc. 304. When foreign corporalion may iransact business of an invesiment com-
pany in this State—No foreign corporation shall fransact in this State the
business defined in this chapter as the business of an investment company or any
part thereof, unless such corporation shall have

1. Been authorized by its charter to carry on such business and shall have
complied with the laws of the State or country under which it is incorporated;

2. Made the deposit with the superintendent of banks required by section 306
of this article;

3. Designated the superintendent of banks, by an instrument in writing duly
executed, its true and lawful attorney upon whom all process in any action or
proceeding by any resident of the State against it may be served with the same
effect as if it were a domestic corporation and had been lawfully served with pro-
cess within the State;

4. Received a license duly issued to it by the superintendent as provided in
section 27 of this chapter.

Sec. 305. Rights and privileges of foreign corporation wunder license..—When
the superintendent shall have issued a license to any such foreign eorporation, it
may engage in the business of an investment company at the location specified
in such license until the first day of January succeeding the date of such license,
subject to all the provisions of article 2 of this chapter relating to foreign invest-
ment corporations doing business in this State.

Skec. 306. Deposit of securities by foreign corporation with superiniendeni—Every
such foreign corporation, before receiving a license to transact business in this
State, shall deposit with the superintendent in frust as security for the depositors
with and creditors of such corporation in this State, registered publie stocks or
bonds of the United States or this State or of any city, county, town, village, or
free school district in this State authorized by the legislature to be issued, of the
value of $100,000. Such foreign corporation so long as it shall continue solvent
and comply with the laws of this State, may be permitted by the superintendent
to collect the interest on the securities so deposited and from time to time to
exchange such securities for others, as provided by section 35 of this chapter, and
may examine and compare such securities, as provided by section 36 of this
chapter.

Sec. 307. Foreign corporation o submit names of its agenis in this State—Every
foreign corporation duly licensed by the superintendent to transaet in this
State the business of an investment company, or any part thereof, shall within
30 days after the date of such license submit to the superintendent of banks a
statement verified by two of its principal officers, which shall contain the full
name and business address of every individual, partnership, or unincorporated
association, who is acting or whom it proposes to have act as its agent or repre-
sentative in this State. Whenever any such corporation shall engage any person
to act for it in this State and the name and address of such person is not contained
in such verified statement submitted to the superintendent, such foreign corpora-
tion shall forthwith submit to the superintendent an amended statement verified
in the same manner as the original. A violation of this provision shall subject
such foreign corporation to a forfeiture of $1,000 for each offense.

Sec. 308. Effect of revocation by superintendent of license to foreign corporation.—
Whenever the superintendent shall have revoked his license of any such foreign
corporation and shall have taken the action to make such revocation effective
specified in seetion 29 of this chapter, all the rights and privileges of such foreign
corporation to transact the business in this State of an investment company, or
any part thereof, shall forthwith cease and determine.
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SEc. 309. Reincorporation of certain corporaiions organized under the business
corporations law.—Any business corporation heretofore organized under the
business corporations law whose corporate purposes include the transaction of
any part of the business of an investment company and which has not heretofore
sold any securities issued by it or guaranteed any securities sold by it or transacted
any business which a savings and loan association is empowered to transact,
may, within 90 days after this act takes effect, become an investment company
under its former name with all the powers and subject to all the obligations and
duties of investment companies organized under the provisions of this article.
Such a corporation desiring to become an investment company shall proceed in
the following manner:

1. It shall eall a meeting of its stockholders upon not less than 20 days’ written
notice to each stockholder, which notice shall be served personally or by mail,
postage prepaid, directed to each stockholder at his last known post-office
address, and shall contain a statement of the purpose for which such meeting is
called. Proof by affidavit of the due service of such notice shall be filed in the
office of the corporation at or before the time of such meeting.

2. At the meeting so called the stockholders of such corporation may by a vote
of at least two-thirds of the entire capital stock direct that such corporation shall
be transformed into an investment company. In the event that such action is
taken by the preseribed vote, a resolution may be adopted directing not less
than five of the stockholders of such corporation who shall be designated by name
in such resolution to execute an organization certificate in the form and manner
required by section 290 of this article. The proceedings of such meeting shall be
entered in the minutes of such corporation.

3. The persons named in such resolution shall thereafter subscribe and acknowl-
edge in duplicate the said organization certificate and attach thereto copies of
the minutes of such meeting duly verified by the president and secretary of the
meeting, and duplicates of the affidavits of service of the notice of such meeting,
and shall submit both of such duplicate certificates to the superintendent of banks
at his office.

4. When the superintendent shall have indorsed his approval on the organiza-
tion certificate as provided by section 23 of this chapter, such corporation shall
be held and regarded as an investment company subject to the provisions of this
article. It shall transact no business as such investment company other than
that relating to its organization until it shall have complied with the conditions
precedent to commencing business prescribed by section 291 of this article.

At the time when the corporate existence of such investment company begins,
all the property of such corporation shall immediately by act of law and without
any conveyance or transfer, be vested in and become the property of such in-
vestment company, but such reincorporation shall not be construed as a rati-
fication of any ultra vires contracts therefore entered into by such corporation.
The persons named in such organization certificate shall be the directors of such
investment company until the first annual eleetion of directors thereafter, and
shall have power to take all necessary measures to perfect its organization and
to adopt such regulations conecerning its business and management as may be
proper and not inconsistent with law.

SEc. 310. How net earnings credited for dividend purposes, credits to surplus fund
and to undiwided profits, dividends to stockholders—When the net earnings of an
investment company having preferred shares issued and outstanding have been
determined at the close of a dividend period, if the surplus fund does not equal
20 per cent of the investment company’s capital, one-tenth of such net earnings
shall be credited to the surplus fund, or so much thereof, less than one-tenth, as
will make such fund equal 20 per eent of such capital. The balance of such net
earnings, or the entire amount thercof if such fund equals such 20 per cent, may
be credited to the investment company’s profit and loss account; or, if its expenses
and losses for such dividend period exceed its gross earnings, such excess shall be
charged to its profit and loss account. The credit balance of such account shall
constitute the undivided profits at the close of such dividend period, which
undivided profits shall be available for dividends.

The directors of any investment company may annually, semiannually, or
quarterly, but not more frequently, declare such dividends as they shall judge
expedient from such undivided profits. No investment company shall declare
any dividends to its stockholders until it shall have made good any existing im-
pairment of its capital and any existing encroachment on its reserves required
to be maintained against deposits. (Added by ch. 50, L. 1926.)
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FepEraL RESERVE BANK oF PHILADELPHIA

DELAWARE

There is no general incorporation act in Delaware under which banks are
chartered, each bank or trust company deriving its powers from the special
charter under which it operates. There are no provisions in the Delaware
laws relating specifically to the acceptance powers of State banks or trust com-
panies, the authority to create acceptances being construed as existing by virtue
of the general power to transact all such business as shall appertain to the business
of banking.

There are no provisions of law in Delaware permitting acceptance banks of the
type permitted by the provisions of the Edge Act.

(This information was received from Hon. Harold W. Horsey, State bank
commissioner of Delaware.)

NEW JERSEY
Banks
(Laws of 1915, ch. 307)

7. Acceptance of drafts and issuavce of letters of credit—In addition fo the
powers conferred by the act entitled ““An act concerning banks and banking
(revision of 1899), approved March 24, 1899,” by every bank hereafter organized
to the extent set forth in its certificate of incorporaton, original or amended,
and every bank heretofore created by special charter or organized under any law
of this State, whether such powers are set forth in the charter or certificate of
incorporation or not, shall have power to accept for payment at a future date
drafts drawn upon it by its customers, and to issue letters of eredit authorizing
holders thereof to draw drafts upon it or its correspondents at sight or on time
not exceeding one year: Provided, That the total amount of such drafts so
accepted or letters of eredit so issued for any onc person, firm, or corporation

shall not at ary time exceed 10 per cent of the capital and surplus of the accepting
or issuing bank.

Trust companies
(Laws of 1915, chapter 306)

4. Acceptance of drafis and tssuance of letters of credit.—In addition to the powers
conferred by the act entitled “An act concerning trust companies (revision of
1899), approved March 24, 1899, every trust company hereafter organized to the
extent set forth in its certificate of incorporation, original or amended, and every
trust company heretofore created by special charter or organized under any law
of this State, whether such powers are set forth in the charter or certificate of
incorporation or not, shall have power to accept for payment at a future date
drafts drawn upon it by its customers and to issue letters of credit authorizing
the holders thereof to draw drafts upon it or its correspondents at sight or on
time not exceeding one year: Provided, That the total amount of such drafts
50 accepted or letters of credit so issued for any one person, firm or corporation
ghall not at any time exceed 10 per cent of the capital and surplus of the accepting
or issuing trust company.

There are no provisions of law in New Jersey permitting acceptance banks
of the type permitted by the provisions of the Edge Act.

PENNSYLVANIA

Neither banks nor trust companies are specifically empowered to create ac-
ceptances, but this authority is deemed to be present by virtue of the general
provision ‘“‘and transaect all such other business as shall appertain to the business
of banking.”

On the basis of the latest information available there are 17 State banks and
11 trust companies which possess special charters. The powers of each of these
institutions may be ascertained only by reference to their charters.

There are no provisions of law in Pennsylvania permitting acceptance banks of
the type permitted by the provisions of the Edge Act.

(The above information was securcd from a deputy secretary of banking of
the Commonwealth of Pennsylvania.)
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FeEpERAL RESERVE BANK OF RicHMOND

Digesi of the laws of the States of the fifth Federal reserve district, respecting the
acceptance powers of State banks, the limilations on the amount of acceplances
which State banks may discount, and the provisions of State laws permilting
acceptances of banks of the type permiiled by the provisions of the Fdge Act

MARYLAND

Acceptance powers.—Section 23, article 11, of the Code of Maryland provides
that every bank shall have the following powers:

“To exercise by its board of directors all such powers as shall be usual in
carrying on the business of banking; * * * by accepting for payment at a
future date, drafts or bills of exchange drawn upon it, having not more than
six months to run, which grow out of transactions involving the importation or
exportation of goods, or which grow out of transactions involving the domestic
shipment of goods: Provided, That shipping documents conveying or securing title
are attached at the time of aceeptance, or which are secured at the time of accept-
ance, by a warehouse receipt or other such documents conveying or securing
title covering readily marketable staples; by accepting drafts or bills of exchange
drawn upon it having not more than three months’ sight to run, by banks or
bankers in foreign countrics or dependencies or insular possessions of the United
States for the purpose of furnishing dollar exchange as required by the usages of
trade in the respective countries, dependencies, or insular possessions: Provided,
That it shall not aceept such drafts or bills of exchange for the purpose of fur-
nishing dollar exchange for any one bank or banker to an amount not exceeding
in the aggregate 10 per cent of the paid up and unimpaired capital and surplus of
the accepting bank unless the draft or bill of exchange is accompanied by
documents conveying or securing title or by some other adequate security: And
provided further, That it shall not accept such drafts or bills of exchange for the
purpose of furnishing dollar exchange in any amount exceeding at any time the
aggregate of one-half of its paid up and unimpaired capital and surplus; by
issuing letters of credit authorizing the holders thereof to draw drafts upon it or
its eorrespondents at sight or on time not exceeding one year.”

Nore.—Identical powers are conferred upon trust companies by secton 46 of
article 11 of the Code of Maryland.

Lamitations.—There is no special limitation on the amount of bankers’ accept-
ances which a State bank or trust company in Maryland may discount. In my
opinion, the disecount by a bank of an acceptance made by it would be subject to
the limitations placed upon loans to any one customer by section 67 of article 11
of the Code of Maryland. This section limits the loans for any one customer to
20 per cent of the eapital and surplus of the bank or 30 per cent of the capital
and surplus if approved by two-thirds of the board of directors and on good
sccurity. The discount of bills of exchange drawn in good faith against actual
existing values are excepied from the above limitations, and I think that the
discount of acceptances of other banks should be construed as within the exception.

Edge Act corporaiions.—There is no reference in the Code of Maryland to
acceptances of corporations similar to those created by the Edge Act.

NORTH CAROLINA

Acceptance powers.—Section 220 (1) of the Code of North Carolina reads in
part as follows:

“Any bank doing business under this chapter may accept for payment at a
future date, drafts or bills of exchange having not more than six months sight
to run, drawn upon it by its customers under acceptance agreements, and which
grow out of transactions involving the importation or exportation of goods; and
issue letters of credit authorizing the holders thereof to draw upon it or its corre-
spondents: Provided, That there is a definite bona fide contract for the shipment
of goods within a specified reasonable time, and the existence of such contract
is certified in the acceptance agreement or which grow out of transaction involv-
ing the domestic shipment of goods, provided that shipping documents, conveying
or sceuring to the accepting bank title to readily marketable goods, are attached
or in the hands of an agent of the accepting bank, independent of the drawer,
for his account, at the time of aceeptance, or which are secured at the time of
.acceptance by warchouse receipts or other documents conveying or securing to
the accepting bank title to readily marketable goods fully covered by insurance,
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the warehouse receipts or other documents to be those of a responsible warehouse,
independent of the drawer, the acceptance to remain secured during the life of
the acceptance unless suitable security of same character, or cash, be substituted:
Provided, No bank shall accept drafts or bills of exchange under this section to
an aggregate amount at any time more than equal to the sum of its capital and
permanent surplus: Provided further, That no bank shall accept, whether in a
forgign or domestic transaction, for any one person, firm, or corporation, to any
amount at any time equal to more than 25 per cent of its capital and permanent
surplus, unless the accepting bank is secured either by attached documents or
those held for its account by its agent, independent of the drawer, or by some
other actual security of the same character. Should the accepting bank purchase
or diseount its own acceptances, such acceptances will be considered as a direct
loan to the drawer, and be subjeect to the limitation on loans hereinbefore provided.
The corporation commission may issue such further regulations as to such accept-
ances as it may deem necessary in econformity with this chapter. As used herein,
the word ‘goods’ shall be construed to mean and include goods, wares, merchan-
dise, or agricultural products, including livestock.”

Limatations.—It is expressly provided by the above that the discount by any
bank of its own acceptances is reckoned a direct loan to the drawer, and the dis-
count of such acceptances is therefore subject to the limitations of section
220 (d) of the Code of North Carolina, which limits loans and discounts to any
one customer to an amount equal to 20 per ecent of the first $250,000 of the unim-
paired capital and surplus of the bank and 10 per cent of the amount of capital
and surplus exceeding $250,000. The discount of bills of exchange drawn in
good faith against actual existing values is excepted from this limitation, and,
in my opinion, the discount of acceptances of other banks would fall within the
exception.

Edge Act corporations.—There is no reference to acceptances of corporations
similar to those created under the Edge Act.

SOUTH CAROLINA

Acceptance powers.—Section 3992 of the Code of South Carolina provides in
part as follows:

‘“Every such banking corporation may accept drafts or bills of exchange
drawn upon it having not more than six months sight to run, exelusive of grace,
which grow out of transactions involving the importation or exportation of goods
or which grow out of transactions involving the domestic shipment of goods:
Provided, Shipping documents conveying or securing title are attached at the
time of acceptance, or which are secured at the time of acceptance by a ware-
house receipt or other such document conveying or securing title covering readily
marketable staples. No such banking corporation shall accept, whether in a
foreign or domestic transaction, for any onc person, company, firm, or corpora-
tion, to an amount equal at any one time in the aggregate to more than 10 per
cent of its paid-up and unimpaired capital stock and surplus, unless the banking
corporation is secured either by attached documents or by some other actual
security out of the same transaction as the acecptances; and no banking corpora-
tion shall accept such bills to an amount equal at any time in the aggregate to
more than one-half of its paid-up and unimpaired capital stock and surplus:
Provided, however, That the bank examiner, under such general regulations as
he may prescribe, which shall apply to all banking corporations alike regardless
of the amount of capital stock and surplus, may authorize any banking corpora-
tion to accept such bills to an amount not exceeding at any time in the aggre-
gate 100 per cent of its paid-up and unimpaired ecapital stock and surplus: Pro-
vided, further, That the aggregate of acceptance growing out of domestic trans-
actions shall in no event exceed 50 per cent of such capital stock and surplus.”

Limatations.—There is no special limitation upon the amount of acceptances
which may be discounted by any bank. In my opinion the discount by any
bank of its own acceptances would be limited by section 3999 of the Code of
South Carolina, which limifs the amount of loans and discounts for any one
customer to 10 per cent of the capital and surplus of the bank unless authorized
by two-thirds vote of the directors. This section excepts the discount of bills of
exchange drawn in good faith against actual existing values, and, in my opinion,
the discount of bankers’ acceptances of other banks would fall within the
exception.

Edge Act corporations.—There is no reference to acceptances of corporations
similar to those created under the Edge Act.
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VIRGINIA

Acceptance powers.—Section 52, chapter 505, of the acts of 1928, provides as
follows: ““Any bank or trust company doing business in this State may accept
drafts or bills or exchange drawn upon it, having not more than six months,
sight to run, which grow out of transactions involving the importation or exporta-
tion of goods, or which grow out of transactions involving the domestie shipment
of goods: Provided, Shipping documents conveying or securing title are attached
at the time of acceptance, or which are secured at the time of aeceptance by a
warehouse receipt or other such document conveying or securing title covering
readily marketable staples. No bank shall accept, whether in a foreign or domes-
tic transaction for any one person, company, firm or corporation to an amount
equal at any time in the aggregate to more than 10 per cent of its paid-up and
unimpaired capital stock and surplus, unless the bank is secured either by attached
doeuments or by some other actual security growing out of the same transaction
as the acceptance; and no bank shall aceept such bills to an amount equal at any
time in the aggregate to more than one-half of its paid-up and unimpaired capital
stock and surplus: Provided, however, That with the approval of the banking
division, State corporation commission, regardless of the amount of capital stock
and surplus any bank may accept such bills to an amount not exceeding at any
time in the aggregate 100 per cent of its paid-up and unimpaired capital stock and
surplus: Provided further, That the aggregate of acceptances growing out of domes-
tic transactions shall in no event exceed 50 per cent of such capital stock and sur-
%Ius and that all banks whiech may have or shall hereafter become members of the

ederal reserve system may accept drafts or bills of exchange drawn upon them
by banks or bankers in foreign countries or dependencies or insular possessions
of the United States for the purpose of furnishing dollar exchange as required by
the usages of trade in the respective countries, dependencies or insular possessions,
according to the condition, limitations, and restrictions then in force, as prescribed
by the Federal Reserve Board of the United States. Any bank or trust company
doing business in this State may issue letters of credit authorizing the holders
thereof to draw drafts upon it or upon its correspondent at sight or on time not
exceeding one yea1, but the total amount issued for one person, firm, or corporation
shall not at any one time exceed 10 per cent of the capital and surplus of the
issuing bank or trust company.”

Limitations.—There is no special limitation on the discount of bankers’
aceeptances. In my opinion, the discount by any bank of its own acceptances
would fall within the limitations imposed by section 48 of chapter 505 of the acts
of 1928, which limits loans and discounts for any one customer to 15 per cent of
the capital and surplus of the bank, or with the approval of a majority of the
board of directors or executive committee to 40 per cent of the capital and surplus.
This section excepis, among other things, the discount of bills of exchange drawn
in good faith against actual existing values, and, in my opinion, hankers’ accept-
ances of other banks would fall within the exception.

Edge Act corporations.—There is no reference to aceeptances of corporations
similar to those created under the Edge Act.

WEST VIRGINIA

Acceptance powers.—Section 6 of article 4 of chapter 31 of the Code of West
Virginia provides in part as follows:

“Any banking institution may accept, for payment at a future date, drafts
drawn upon it by its customers, and issue letters of credit authorizing the holders
thereof to draw drafts upon it or its correspondents, at sight or on time, not exceed-
ing one year.”

Limitations—There is no special limitation on the amount of bankers’ accept-
ances which may be discounted by any bank. — a discount by a bank
of its own acceptance would fall within the limitations of section 18 of article
8 of chapter 31 of the Code of West Virginia, which limits the loans and dis-
counts of any bank for any one customer to 20 per cent of the capital and surplus
of such bank. The discount of bills of exchange drawn in good faith against,
actual existing values are, among other things, excepted from the above limitation
and, in my opinicn, the discount of bankers’ acceptances of another bank would
fall within the exception.

Edge Act corporaiions.—There is no reference to acceptances of corporations
similar to those created under the Edge Act.
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Digest of laws of States within eighth district respecting acceptances, as requested in
question 14 of questionnaire 10

ARKANSAS

Permitted not exceeding six months. Total must not exceed capital and
surplus. Acceptances included in loan limit of 30 per cent of bank’s capital and
surplus to one person, unless properly secured.

ILLINOIS
No mention.
INDIANA

No mention in banking law. Authorized for ftrust companies, without
limitations.
KENTUCKY

Limit 50 per eent of capital and surplus except with approval bank commis-
sioner; then limit 100 per cent. Time limit, six months.

MISSISSIPPI

Authorized for not exceeding six months. May not accepl exceeding 10 per
cent of capital and surplus for one person, unless secured. Total acceptances
limit, 50 per cent of capital and surplus.

MISSOURI

Must not exceed 100 per cent of capital and surplus except with persmision of
commissioner.,
TENNESSEE

Authorized for not exceeding one year. No mention as to limit of amount.
Laws of States in this district do not provide for acceptance banks of the type
permitted by the Edge Act.

FEpERAL RESERVE BANK oF San Frawcisco
ARIZONA

(1) Acceptance powers.—No provisions.
(2) Limatation State banks moy discount.—No provisions.
{3) State laws governing Edge banks.—No provisions.

CALIFORNIA

(1) Acceptance powers.—Any commercial bank may accept drafts or bills of
exchange of not more than six months’ maturity growing out of transactions
involving domestic shipment of goods or importation or exportation of goods,
provided shipping documents conveying or securing title are attached at time of
acceptance; or which are secured at time of acceptance by warehouse receipt or
othelr such document conveying or securing title covering readily marketable
staples.

Any commercial bank may accept drafts or bills of exchange of not more than
three months’ maturity drawn under regulations preseribed by the superintendent
of banks by banks in foreign countries or dependencies or insular possessions of
United States for the purpose of furnishing dollar exchange as required by usages
of trade in such countries or possessions. {Sec. 80, subdivision 4, Calif. bank act.)

(2) Limitation State banks maey discount.—No commercial bank shall aceept
in domestic or foreign transactions for any one person, firm, or eorporation, to
an amount equal at any time in the aggregate to more than 10 per cent of paid-up
and unimpaired capital and surplus, unless secured either by attached documents
or some other actual security growing out of the same transaction as the accept-
ance. No commercial bank shall aceept such bills to an amount equal at any time
in the aggregate to more than one-half of paid-up and unimpaired capital and
surplus; provided, the superintendent of banks under regulations applying to
all commereial banks regardless of capital and surplus, may authorize any com-
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merecial bank to aecept such bills to an amount not exceeding at any time in the
aggregate 100 per cent of paid-up and unimpaired capital and surplus.

No commercial bank shall accept drafts or bills for furnishing dollar exchange
for any one bank to an amount exceeding in the aggregate 10 per cent of paid-up
and unimpaired capital and surplus of the accepting bank unless the draft or
bill of exchange is accompanied by documents conveying or securing title or by
some other adequate security. No commercial bank shall accept such drafts or
bills in an amount exceeding at any time the aggregate of one-half of its paid-up
and unimpaired capital and surplus. (Sec. 80, subdivision 4, Cal. bank act.)

Provisions as lo savings banks.—A savings bank may discount or purchase
bankers’ acceptances of the kind and character and maturities defined and made
eligible for rediscount with the Federal reserve bank: Provided, also, Such bank-
ers’ aceeptances are accepted or indorsed without qualification by a bank or trust
company having a paid-in capital of atNeast $1,000,000. No savings bank shall
at any time hold or acquire, by discount or purchase, bankers’ acceptances from
any one acceptor in any amount equal at any time in the aggregate to more than
10 per cent of.its paid-up capital and surplus, unless the acceptance is secured
either by attached docutnents or actual security growing out of the same trans-
action as the acceptance: Provided, however, Any savings bank may, regardless
of such security, acquire and hold acceptances equal to 25 per cent of its capital
and surplus, of any one acceptor having a paid-in capital of not less than $3,000,-
000.

No savings bank shall acquire or hold, by discount or purchase, a combined
total of bankers’ acceptances and bills of the character defined by this section
greater than 20 per cent of the deposits of such bank. Any savings bank may,
however, acquire and hold bankers’ acceptances in the amount of $2,500. (Sec.
67, 1 (d), Calif. bank act.)

(3) State laws governing Edge banks.—The Edge Act has been adopted in toto
with minor changes too numerous to set forth, but with the same powers and
limitations. (Ch. 772, p. 1341, Laws, 1921.)

IDAHO

(1) Acceptance powers.—No provisions.
(2) Limatation State banks may discount.—No provisions.
(3) State laws governing Edge banks.—No provisions.

NEVADA

(1) Acceptance powers.—No provisions.

(2) Limatation State banks may discount—No provisions.

(3) State laws governing Edge banks.—An act approved March 23, 1921, 373,
provides that banks organized under the laws of Nevada may, upon filing proper
application therefor with State bank examiner, and under regulations prescribed
by State bank examiner, invest not to exceed 10 per cent of its paid-in ecapital
stock and surplus in stoek of one or more banks or corporations of the type
chartered or incorporated under section 25a of the Federal reserve act, as approved
December 24, 1919 (Edge Act).

OREGON

(1) Acceptance powers.—May accept drafts or bills of not over six months’
maturity growing out of importation or exportation transactions or domestic
shipment of goods, provided shipping documents conveying or securing title are
attached at the time of acceptance or secured at time of acceptance by ware-
house receipt or other such document conveying or securing title covering readily
marketable staples. May accept drafts or bills of not over six months’ maturity,
drawn under regulations prescribed by superintendents or bankers in foreign
countries or dependencies or insular possessions of the United States, for furnish-
ing dollar exchange.

(2) Limitation State banks may discount.—No bank shall accept drafts or bills
of exchange in foreign or domestic transactions for any one person, company,
firm, or corporation to an amount equal at any one time in the aggregate to more
than 20 per cent of paid-up and unimpaired capital and surplus, unless secured
by attached documents or some other actual security growing out of the same
transaction as the acceptance.

No bank shall acecept bills to an amount equal at any time in the aggregate to
more than its paid-up and unimpaired capital and surplus: Provided, however,
The aggregate of acceptances growing out of domestic transactions shall not exceed
50 per cent of capital and surplus.
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Acceptances for the purpose of furnishing dollar exchange, for any one bank
shall not exceed in the aggregate 20 per cent of paid-up and unimpaired capital
and surplus of accepting bank, unless the draft or bill of exchange is accompanied
by documents conveying or securing title or some other adequate security. In
any event, no bank shall accept for the purpose of furnishing dollar exchange in
an amount exceeding at any time the aggregate of paid-up and unimpaired capital
and surplus.

The foregoing restrictions do not apply to extensions of credits secured by
Liberty bonds or other bonds or securities issued by United States if the market
value of such securities exceed by 10 per cent the amount of the loan or exten-ion
of credit. (Oregon Laws 1925, ch. 207, sec. 128, p. 307.)

Subject to the provisions of the act relating 1o limitations on loans and power
to accept drafts and bills of exchange, the assets of the savings department of
any savings bank or any bank maintaining a savings department, may invest
in bankers’ acceptances of the kinds described in section 13 of the Federal reserve
act, in an amount not exceeding 20 per cent of the total savings deposits of such
bank. (Laws 1925, ch. 207, sec. 135; Oregon Code 22-1109.)

(3) State laws governing Edge banks.—Any bank which is a member of the
Federal reserve system having a capital and surplus of $1,000,000 or more, may
file with super’ntendent of banks, under conditions to be preseribed by him,
application for permission to establish branches in foreign countries or depend-
encies or insular possessions of the United States for the furtherance of foreign
commerce. Any bank, without regard to its capital and surplus, may apply for
permission to invest an amount not exceeding 10 per cent of capital and surplus
in the stock of a bank or banks chartered under section 25a of the Federal reserve
act approved December 24, 1919 (Edge Aect). (Laws 1925, ch. 207, sec. 82;
Oregon Code 22-905.)

UTAH

(1) Acceptance powers.—No provisions.
(2) Limatation State banks may discount.—No provisions.
(3) State laws governing Fdge banks.—No provisions.

WASHINGTON

(1) Acceptance powers.—No express power granted.!
(2) Limatation State banks may discount.—No provisions.t
(3) State Laws governing Edge banks.—No provisions.

By an opinion dated March 31, 1926, the Attorney General of the State of
Washington ruled also that as an abstract proposition a Washington State bank
has no power to lend its credit by guaranteeing by acceptance the payment of a
time bill of exchange. However, the Attorney General ruled that if the drawee
of a bill of exchange accepts it and arranges with the bank for a stated line and
limit of eredit, within the law, such bank may be permitted to guarantee such
acceptance, carrying it on its books as such.

The foregoing is exclusive of the special statute passed in 1929 applying only
to mutual savings banks, which statute is as follows:

“A mutual savings bank may invest not to exceed 20 per cent of its funds in
bankers’ acceptances and bills of exchange of the kind and character following:

‘(1) Bankers’ acceptances, and bills of exchange made eligible by law for
rediscount with Federal reserve banks, provided the same are accepted by a bank
or trust company which is a member of the Federal reserve system and which
has a capital and surplus of not less than $2,000,000.

“(2) Bills of exchange drawn by the seller on the purchaser of goods and
accepted by such purchaser, of the kind made eligible by law for rediscount with
Federal reserve banks, provided the samc are indorsed by a bank or trust company
which is a member of the Federal reserve system and which has a capital and
surplus of not less than $2,000,000.

““The aggregate amount of the liability of any bank or trust company to an
mutual savings bank, whether as principal or indorser, for acceptances held by
such savings bank and deposits made with it, shall not exceed 25 per cent of the
paid up eapital and surplus of such bank or trust company, and not more than 5
per cent of the funds of any mutual savings bank shall be invested in the accept-
ances of or deposited with a bank or trust company of which a trustee of such
mutual savings bank is a director.” Laws 1929, p. 115, sec. 17—sec. 171, Wash-
ington Banking Code.)

I The Attorney Gieneral of the State of Washington, by opinion dated Feb. 11, 1926, has, however, ruled
.that banks and trust companies in Washington have power to receive and discount time bilis of exchange.
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