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G-a 325
. Yew York, January 7th, 1914,
et pursuant to adjournment at 10:30 A. I,
Present : Parties as before.
STATEME®T OF GEORGE T, BAKER, JR.

The Secretary of the Treasury: i, Baker, please state
your banking conne;tions a:d experience.

Mr, Baker: Vice-president of the First Mational Bank,
T have been in the bauking business 15 years.

The Secretary of the Treasury: Are you familia r with the
Fede™al Reserve Acti?

My, Baker: Yes, sir, T have read it over with some
care, !r,. Secretary.

The Secretary of the Treasury: You realize that the
problem immediately confroating the committee is the
division of the country into 20t less than eight nor more
than twelve districts as required by the Act?

’ Mr, Baker: Yes.
‘l’ The Secretary of the Treasury: Ye would like to have
your views as to what ought to be embraced in the ¥ew York
district, assuming that a Federal Reserve BEauk should be

established in Yew York City.
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li». Naker: I have felt that the easte™ district
around ew York should be2as large as it could be made,
to comply with the requirements of making only eight dis-
tricts; bdut I do not know whethe~ that suggzestion will
meet with favo» in the general rui. If it dces not,
I think the sugg;estion that !i». Hine made, which he em-
bodied in a lette~ to rou, meets my views, with the ex-
ception that if my cwn judgment we~e asked, I would make
it as large as possible for the eqstern dist~ict around
New York.

The Secretary of Agriculture: What is his suggestion?

YMr. Baker: I think he sent it to you last night. I
have a copy of it.

The Secretary cf Agriculture: Oh, yes. W¥e have not seen
that yet.

>, Baker: I lookedit over 'ith him carefullr yesterday.

The Secretary of Ag~iculturey I see that Mr. Hine in
this letter suggests Gonnecticut, lew Yo~k and no rthern
New Jearser to comprise this New York diatrict.

The Se retary of the Treasurv: Dces he give any figurea
as to the capitalization?

The 3ecreta~r of Azricultn-~et Yes, 425 banks, and a
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B George F. Baker, Jr. 327

. capital of 723,400,000 on the six per cent basis.

The Secretary of the Treasury: That appeals to you
as being a reasonable arrangement for New York, does it?

Mr. Baker: I think it would be better all around to
have New York include New England and include Philadelphia .
and include Pittsburgh. In other words, I would have it
as large as possible.

The Searetary of the Treasury: You mean not only as to
area of territory covered, but also as to resources and
cap ital?

Mr. Haker: Yes.

The Secretary of the Treasury: What is your theory about
that?

Mr. Baker: My theory about that is that this is the com-
mercial center and whenever ther»e have been large things to
do, whether to serve one part of the count>y or another,
they have generally come to yew York to accorplish that.

The Secretary of the Treasury: Are youw taking into con~
sideration the fact that these several units are co-ordinat-

Q ad through a central board, and that the necesaity there-
fcre for having one bank of preponderating strength, will

not exist to the same degree under this svstem as now

i
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exists under the present methods.

I'r. Baker: I appreciate that it dces not exist to the
same de_ree; but if it were one large bank, I think it
could act more quickly, and it would not take so much dis-
cussion, vwhich I présume would be required where all had
to act in a unit.

The Secretary of the Treasu~ri Do You not think it would :
be better to have eight strong institutuons than one streon
one and seven weak cnes?

‘v, Baker: I would not say that the other seven were
weak, ''r. Sefretarv.

The Secretary of the Treasury: No, but I mean that if
cne was made of prepcnderating strength, mi_ ht it not weakd:
the octhers very materially, so that they might not be able t¢
take care of the legitimate demands of the different section.

Mr. Baker: Whan I started I tried to cover that by
saying I would only make the euastern district as large as
p ossible, and still comply with ihe requirements of the
law to make eight diast~icts, and have all those districts
properly equipped. I would not do it to the detriment of an

cf the cthers.
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The Secretary of the Treasury: Exactly, and it is upon
that theory that Mr. Zine's suggestion is now made that
~ecognizingthe necessity for dividing the country into eight
districts as required by the law, I mean as a minimum,
that yew York then might be -

The S2cretary of Agriculture: Relativ-1ly strong.
The Secretary of the Treasury: nelatively st~ong,
upon the plan that he suggests here.
The plan referred to bdby.!'r. ¥ine is as follows:
FIRST NATIONAL BANK.
Francis L. Hine, Pregident. New York, Jan. 5, 1914.
Reservs Bank o~ganization Committee,
Off ice of Chamber cf Commerce,
New Yo~k City.
Sirs:

Supplementing the few words I addressed to You on
the 5th instant,I Dbeg to submit the enclosed memo randum
containing my svggestions as to the location and extent of
eight Regional reserve Banks.

Very regpectfully,
F. L.ZINE,

L. Enecl. President.

Federal Reserve Bank of St. Louis
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Federal Including Hat.Banks 63 of Na
Reserve capital & Banks ca)
Bank of States surplus in ital &
millions surplus
in thous~-
ands.
Boston All Yew England
except Conn. 135. 8,100.
New York City Conn., N.Y.&
Northern N.J. 405. 24, 300.
Philadelphia or Southern NJ. ,Pa.
Pittsburgh Del, Va., W.Va., :
H4., D. C. 358. 213480
Chicago Mich. , Wisconsin,
I11., Ind., Ohio,
Kentucky 330. 19,800.
Atlanta or N.C., S.2., Ga. ,Fla.
New Orleans Ala., Miss., Tenn.,La.
Ark,Tex,0kla. ,N,M. 21E. 12,900.
St.Louis,Kansas Missouri, Iowa
City or Denver Kansas, Neb, Colo. 145. 8, 700.
San Francisco Calif, Nevada,
Utah, Arizona, 94. 5,640.
Portland, Seqttle, Wash, Ore, Idaho,
Minneapolis or Meontana, Wyoming, N.D.,
St. Paul S. D., Minn. l102. 6,120.
Total 1,784 107,040.
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‘ B George F. Baker, Jr. 331

Mr. Bakers: I do not think Mr. Tine proposes to make
New York relatively asstrong as I am trying to express it
now,

The Sec retary of the Treasury: I was sp eaking of the
theory vpon which ¥r. Yine's suggestion is made, in which
you concur to the extent that if it is necessary to have
the eight districts, and with as equal distr~ibution of fin-
ancial st rength as possible betweon them, then you think
this would be about the rizht idea?

Mr, Baker: Yes.

The Secrefary of the Treasury: I understand that to be
your view?

Mr. Baker;. Yes, because I think the general trend of
opinion is that that is what i3 wanted, to have a number
¢f districts in the East here, and if that is what B8 want-

ed, I think that is a good division.

The Secretary of the Treasury: I see. Mr, Secretary,
Q do you think of anything else that we wish to ask Mr,
Baker?

The Secretary of Agricultue : No, I think gct.
The Secretary of the Treasury: That is all. Thank You
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The Secretary of Agricultu»e: Do vou wish to file
this letter and memorandum cf !r. *ine as a part of Yyour
testimony?

Mr. Baker: Yes.

The Sacretary of the Treasury: It will bemgyde an exhibit

tc lir. Hine's testimony taken on lionday.

STATE:ENT (F C™ARLES ~. S3ARIN.

The Secretary of the Trasury: Please state your
banking connaction, lMr. Sabin?

Mr, Sabin: I am vice president of the Guarant;” T ust
Company.

The Secretary of the Treasury: You have examined the law.

Mr. Sabin: I have read it. I wculd not say I have stud-
ied it carefully. '

The Secretary o the Treasu ry: You know the problem with
which we are dealing?

Mr.Sabin: Yes.

The Secretary of the Treasvry: WVill rou kindly give us
vour views?

Mr. Sabin: I have not given this matter verr careful con-

sideration, except that I have recad about it every day and
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have read the law.

It seems to me that the ferritory comprising the New York
district ought to have sufficient capital *c handle the
volume of business which naturally fleows in this direction,
and my Jjudgment would be that it ocught o comp rise New
Englend.

The Secretary of Ag-~iculture: And what other territo=? ,

Mr. Sabin: Possibly liew Jersey.

The Secretary of Ag~iculture: New York State?

r. Sabin: Naw York St ate.

The Secretary of Ag-icvlturei Vhat is rour reascn for
suggesting that it inclvde all of Yew ®ngl and?

Mr. Sabin: It seems to me that the capital will not be
svff icient *o handle the volume of business ccming in this
direction unless you do inclvde ilewEngland.

The Secretary of Ag-iculture Do yYou regard the capital as
the chief factor in the central insti ution?

Mr, Sabin: That has a bearinz upon the dep osits, which

are the assets. The asscts are the factor.
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The Secretary of Agriculture: Just what service do you
think that such a strong institution here could serve that
one wWith a smaller banking power might not serve?

Mr, Sabin: The service articularly, 11_: seems to me, is
the handling of commodities through this territory, par-
ticularly of foreign exchange; that is a very large volume
every year,

The Secretary of Agriculture: One thing that this Act
undertakes to do is to provide a reserve of banking .ower,
to secure betiter banking in normal times and provide a
reserve of banking power against any strain. Yow so far
as foreign exchange is coucerned, do you think that any one
of the eight banks will be the chief factor there, or that
the whole system, acting through the Federal Reserve Board,
will be the machinery ttat will control discount rates.

Mr. Sabin: T think naturally the whole system is going
to be the control of the discount rates; but the physical
work will, a great deal of it, go through this particular

. territory..

The Secretary of Agriculture: If you were to establish

one of the banks at Eoston, what area would you include in

that district?
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Ire Sabin: T should thisk it would be logical to have
one of the banks in ¥ew York; but if you had one in Foston,
T do not know but what a branch in “ew York would do as
well, You are going to have branches of the main bank, T
understand.

The Secretary of Agriculture: That is cootem:lated by the
law, yes,

¥r. Sabin: Tt seems to me rather imm terial, except
that Yew York is the logical place, whether it is a branch
or a bank,

The Secretary of Agriculture: Have you given any
consideration to the division of the couniry as a whole?

ir. Sabin: Yot particularly. t secms to me that the

- Sompiroller's record showing the currents of exchange
should control that %o a very larce exteat. T read ir.
Yrcgins' testimony on that and vas very much impressed by
it; because, knowing the currents of exchange are so much
larger in some sections than in others, the only way vou can
. tell is by the Jomptroller's records, and T am not sufficieatly
familiar to speak intelligently about it,
The Seeretary of Agriculture: That is as to the present

reserve holdings?
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Mr. Sabin: The present flow of exchange from one terri-
tory to another.

The Secretary of Agricéulture: Should you think zhat the
comptroller's records would show —ormal conditious?

Ir. Sabin: T sihould think so.

The Secpetary of Agriculiure: To what extent does the
practice which exists in a number of communities, of paying
rather high interest rates on deposits, be regarded as
norml or abnorm 1?

Mr, Sabin: There are some commnities where they are
abnorma l; there is 2o doubt about that,

The Secretary of Agriculture: Tould not that have t0 be
taken into account in interpretiag the statistics that are
available.

IIr, Sabin: T do aot thirk to such a very great extent,
because those districts are not mmay in number. Te can think
of one or two districts in the east, and Possibly there are
some further west or socuth, where a high rate of interest

. is not so important and does rnot cause a very great flow
of exchange in that directicn. Ts the east there a re one

or two,
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The Secstary of the Treasury: Exchange is affected very
ma terizlly, though, ix. Sabin, is .1t not, by the place vhere
the reserve balances of the banks are kept.

Mr, Sabin: Yes, it is.

The Secretary of the Treasury: Iet us take a city where
they ay from three to three and a ha If per cent interest on
count:y bank accouats or reserve accounts; de you not think
that that would unduly attract a very ]arge.amount of money
to the banks offering those high rates, and that it would
not represent the norrml intercourse between the city oifer-
ing such inducements and the rest of the couantry.

“r, Sabia: "ell, T do not kaow; T do not think there is
but one such city, is there?

The Secretary of the Treasury: %Yell, suppose there is
only one; let us take that as an example?

’r. Sabin: Yes, T realize thal that has atiracted in
the mast, Since 1007 T am not so sure that they have bcen
attracted by high rates.

The Secretary of the Treasury: BEut undoubtedl)y that wrould
attract money to such a locality or cily * wWhich otherwise
would not noma 11y go there. ;

-, Sabin: Yes.

Federal Reserve Bank of St. Louis
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The Secretary of the Treasury: And to a very large
degree.

r. Sabin: T am not 80 sure as to the large degree. As
T said, it did at one time, but T am not so sure, si ce 1907,
that they have been attracted, because at that {time there
were some difTiculties.

The Secretary of the Treasury: That is also influenced
further by the fact that some of these cities collecct checks
without charge and offer advantages of that character.

'r. Sabin: That attracts a great deal.

The Secretary of the Treasury: You thiuk that attracts
to a larger degree than the interest mate?

e Sabia: T do.

The Secretary of the Treasury: Tlat practice is quite
common in some cities, is it not?

r. Sabin: A fe7, not so many.

The Secr-etary of the Treasury: Only a few?

mr, Sabin: Only a few.

. The Secretary of the Treasury: To the extent that that
practice exists, the Jomntroller's —~eporis rould not pive
us an accuat e idea of the anormlily of thiags, would it?

Mr. Sabin: You know that practice has existed since the
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Vew York Clearing House rules went into effect more than
ever before. wefore that they were pretty normml. T imagine
then checks came to YWew York because they collected free,
but since then there are a few other cities which have been
doing that business.

The‘Secretary of Agriculture: When was that change mde,
do you recollect?

Mr, Sabin: T am not sure, but T think it was in '97 or
198,

The Secretary of the Treasury: Of course, it is a very
‘1ndef1nite and indeterminable thing, but have you given any
thought to the effect tiat is going to be produced by the
cessation of the privilege that certain cities now enjoy,
of being reserve agencies for the rest of the country, and
as to what re-disiribution of deposits and r-eserves would
norma 1lly occur under those conditions,

}r. Sabin: T have notl given much thought to it, no;
T 'ave somevhat,

. The Secretary of the Treasury: The present sys tem

undoubtedly stimulates the depositing of moneys in certain
reserve centres to more than the sormal demands of comnerce

would justify, does it not?
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¥r, Sabin: Yes, no doubt.

The Secretary of the Treasury: Of course, the bill seeks
to correct that practice and distribute those reserves
according to normml requirements; therefore, in dividing the
country into districts, the problem confronts the commiitee
is to what extent the present practice and present course
of exchanges should be a determining influence upon their
decision, and that is one of the poiats upon which we are
seeking light.

Ir. Sabin: T should thick that would need a great deal
of study. T would not pretend to advise you, because lhere
are certain districts which, commercially, are very active,
and all mave their various lines of business and seasonmal
business.

The Secretary of Agricultu-e: You have aot uandertaken to
fix in your own mind the seven or more other centres?

', Sabin: Yo, T lave not.

The Secretary of the Treasury: That is all, 'xr, Sabin,

Thank ou,

Federal Reserve Bank of St. Louis
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STATEFENT OF CHARLES D. DICKEY.

The Secretary of the Treasury: You &re a menber of the
firm ofBrown Brothers & Corrany, are you, Mr. Dickey?

Kr. Dickey: Yes, sir.

The Secretary of the Treasury: Will vou kindly give the
Comrittee some idea, for the sake of the record, of your
banking experience and the length of your banking connect-—
ions.

Mr. Dickey: I have been 31 years with the firm and
about 35 of that as a pertner in New York, Philadelrhia,
Londen and Beston.,

The Becretary of the Treasury: Your firm does not
only a large domestic banking business, but a very large
business in foreign exchange?

Mr. Dickey: Yes, I surrose so.

The Secretary of the Treasury: You have branch houses
in Boston and Pario?

Kr. Dickey: VNo.

The Secretary of the Treasury: I mean Lcndon and Faris?

Kr. Dickey: No; London, Boston, Philadelrhia and
New York. Correspondants in a great many other places.

The Secretary of the Treasury: Mr. Dickey, have you
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given thought to the probler confronting the Comrittee
here, about the division of the country into districts,
and ‘rarticularly as to the extent of territory that shculd
be served by a regional or federal reserve bank estab-
lished in New York City?

Mr. Dickey: Yes, I have given considerable thought to
it; but I am afraid not half as much as the subject re-
quires or exrerience will rrove to be wise. I personally
do not seec how it is possible to avoid New York being the
rrinciral center. It is wy experience that in all
civilized countries there has always been one financial
center. I 40 not know anv particular reason whyv there
should be, but people gravitate towards that as the cen-
ter of business. I think that ie true in England,
France and Cermany. I think it always hcs been, to a
certain extent here, -- to a very large extent, in fact.
I believe under the present theories of finance it is
almost the self-evident eesult that there should be one
greater than the others. That does not reflect at all
uron a great many others.

The Secretary of the Treasury: Wculd you give us your

idea ao to what territory should be served by the New
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® York bank/

¥r. Dickey: I think that derends a little on the lo-
cation of others.

The Secretary of the Treasury: PFaving relation of course
to the division of the country into the minimum and maximum
nurber of distriets . You can assume either you like, for
the prurrcse of answering the question.

Mr. Dickey: 1If there wers to be two on the Atlantic
Coast, I think I should, without giving the subject such
consideration as perhars I should have, before ansver-
ing the question, or trying to, — I have in a general
way thought the ccuntry north of the Potonac, east ofthe
Alleghanies and south of Canada would be the territory
for one Federal Reserve Bank.

The Secretary of the Treasury: Have you figured how
much of the banking carital and resources of the country
aould be absorbed by that one bank?

Kr. Dickey: Vo, I have not.

The Secretary c¢f the Treasury: Yeu =ruld not leave
very rmuch for the other saven rsserve banks which must,
a8 a minimum, be established, under the Act, if -e

start out :ith that. ;
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Mr., Dickey: Vell, there would be some vary large
centers, I think.

The Secretary of Agriculture: That .oculd include over
45 pér cent.

Kr. Dickey: Of the carital?

The Secretary of the Treasury: It would inoclude over
eixty per cent, the territory you have described —ould
rrobably take mere than sixty per cent, leaving forty
rer cent of the remaining capital and resources to be
divided between the seven.

Mr. Dickey: 1I assume in that district there would be
several branch banks.

The Secretary of the Treasury: Yes, but vou must estab-
lish eight reserve banks as a minimum. Ourrose that there
nere three reserve banks alcng the Atlantic seaboard in
the territory north of North Carolina, where woculd you say

that those should be rdt, starting «ith New England, for

instance?
. Mr, Dickey: I am afraid I have not given that hypothesis
sufficient consideration. Three north of that 1 have

not considered..

The Sec retarv of the Treasury: Boston I presume wmculd
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. be naturally considered as the rrorer place for Néw Eng-

land, ould .it not?

Kr. Dickey: It is decidedly the financial centar, yes.

The Secretary of the Treasury: Then if vou had New
York —— suggestions have been made by a nunber of .itnes-
ees that New York might conrrise the State of Ne» York,
the northern part of Ne= Jerszy and the restern half of
Conrecticut. Urcn that assumrtion vou -oculd have a district
south of Nes York, covering Pennavlvania or Marvland,
Delarare, and Boie of the othar states. The questicn then
arises as to mhather a reserve bank should be rlaced at
Baltinore, Philadelrhia or Washington, In that vie~,
which of those three roints would vou say would be gost ad-
vantageous for such a bank?

Mr. Dickey: Whv, I surrose Philadelrhia rrobably, cr
Pittsburgh, passibly —— vou did not menticn Pittsburgh.

The Secretary of the Treasury: No, but that is in
Pennsylvania, of course. UYo what extent do you coneider

. that foreign exchanzes rlay an inportant part or ocught to

have a very serivus consideration in determingng the loca-
tion of these federal reserve banks in the east?

Mr. Dickey: I am frapk to say I have not given that ques-
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tion the slightest consideration yet.

The Secretary of the Treasury: Baltimore originates a
great deal of foreign exchange, does it notl

Mr, Dickey: DNot a very large amount, compared with
other places. -

The Seoretary of the Treasury: I mean as betueen Phila-
delrhia and Baltimore; Baltimore originates a very much
larger anount of foreign exchange, does it not?

Mr. Dickey: 1I should be rather surprised if it did, with-
out knowing the figures.

The Secretarv of the Treasurv: I have asked the question
uron the :;:&?rtion it is true, because other witnescses have
testified 3 is a fact.

Mr. Dickey: 1I have not lockad at the figures.

The Secretary of the Treasury®* You have not thoughttthen
of the division of the rerainder of the country?

Mr. Dickey: To a certain extent. Of course it derends
a little bit uron whether it is to be eight or taelve.

I juet jotted dowsn last evening some ideas. Do you wish
thooe?

The Secretary of the Treasury: Yes, we shall te very

glad to have your suggestioms,
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" Mr., Dickey: New York, Chicago, St. Louis, Denver,; San
Francisco, New Orleans, Atlanta, and I think Dalles,
Texas, from what I know of it, although I am not very
familiar.

The Secretary of the Treasuryv: Have vou arranged, in
your mind, any districts to be served by these cities?

Mr. Dickey: No, I am not quite familiar encugh with
what districts are tributary to those cities or how far
the business tends towards one or the other.

The Secretary: Do vou think, Mr, Dickey, that the for-
eign bankers would consider that the resources of the New
York bank w=ere all that were available to it, under this
Act? I mean in considering its strength or its credit.
Or do ycu think that they would vier the sight units as
co-ordinated under the Federal Reserve Board and that in
case of em:rgency or otheraise, the wshole force and
ro:er of the eight unite might be exerted, through that
Board, at any civen point.

. Mr. Dickey: 1 have not thought of that point at all,
but I should venture to think that they »ould consider
that they were all co-ordinated, so far as it »as able to

make banks at different distances co-orerate.
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The Secretary of the Treasury: That veing true, and
the ohief argument here in favor of a predominating bank
in New York being the foreigr vie: that :culd bs taken of
its strength, do vou think that it would be necessary to
have the bank in New York, considering the whole situation,
&8 rredorinant as has been suggestad?

¥r. Dickey: I think that they are so accustored to hav-
ing one rredominant money center abroad, that they would at
firast, at any rate, be strongly inclined to take that
view of it. I am ereaking fron the forsicmer's viesroint.

The Secretary of the Treasury: This bank is not going to
destrov the character of the money centers of the country.
It is only zoing to be an adiitional facility. The &rgu-
ment has beer presented here that the Ne: York bank ought
to be tremendously strong in carital and resources, be-
cause foreigners, in dealing .ith it, -~ and the assunyt-
ion has been that they wnould deal nmostly with the New York
bank — uculd view its strength solely by the arcunt of vis-
ible carital and reacurces =hich it has, An elexent of
very great strength to all of the barks in thie system is

the co—ordinated poier of the banke throcugh the Federal
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Reserve Board and the ability of the banks to arrly to the
Fedsral Reserve Eoard for additional assistaiewe when it is
required, and that assistance will always be forthcoming,
8o there is an additicnal financial asset “hich is not ozr-
dinarily ccnsidered in a bark as an asset. In view of
these facts, is it necessary to make the New York bank so
predorinant in carital that it would have to be judged by
that alone?

Kr. Dickey: I quite arrreciate what you sav about the
additional strength of any bank here in New York, dra=n from

the cther Federal Reserve banks, but I still think that the

. eyes of theforeigmer would be more art to focus on one

roint.

The Secretary of the Trsasury: But those gentlemen
are very shrewnd bankers, and they are very able men, and
in considering the porer and resources of any one of these
barks all tpe factors =ill undoubtedly be considered by
them,

Mr. Dickey: They will gradually come to undarstand the
eyctem, I think. |

The Secretary of the Treasury: Thank you, MNr, Dickev.
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’ STATTEZIT o WILLIA! YOODYWARD.

'i'ha Sec retar*y of Agricvltvres !r. Ycodwa=~d, willyou ive
the st eanographer rou™ banking connections?

¥w», Yoodward: I am prasident of the Tancver National
Xak.

» The Sec et avr of Ag~icvlture: -rave You conside-ed this
problem that we a»e discussing, r. Voccdwand?

r. YWoodward: I have thousht about it, rves.

The Sacretary of Agriculture: We would be vary glad if
vou would give us any views you have about the division of
the count~r as a whole, and especially about this sastem
section, the sstablishment of the centers fcr the raserve
banks.

¥Mr. Voodward: Well, I do not know that I am ve~r clear
in my mind zbout it, but it scemed tc me that it must be a
geographical division. If it depends on capital, rou are
going to centar in the East a nunber of the banks, wvhich I
should think is ha~dly desirable, and I think the capital
consideration shoull = somewvhat iznored within the limits
which a»e necessary and have it depend more on the geo-
graphical statua of the country. of course, I realize

that some of those institutions would be asmall institutions,
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bvt I do not think that can be aveided, because I dc not
think that the count- vy bends itself for this purpose into
eight dist~icts: I have always felt that four or five
would be better, I think possibly that is the weaimess
that presents the difficulty,

The Secretary of Ag ~iculture: Where would vou locate
the reserve banks if Yo u were creating eight?

Vir, Wooduaz*dé Weld , I can hardly answe> that, because I
do not like the assumption of creating eight. I should
tackle the problem this war, I think. I think I would
create four or five.

The Sec~e’ary of Agriculture: But we camnot. It is
useless. That i; academic. w~e are required by lav to
locate eight.

Mr, Woodward: we misunderstand each cther. Locate them
in your mind at first, then fit the other three in as best
you can.

The Secretary of A riculture: Apprcaching it from that

. point of view how have you thought of the centers?

i, Vicodvard: Well, I think the lange centers should
havo their present large cente»s: New York, Chicago,

St. Louis, and cne on the western coast; I presume it
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where, I don't know Jjust where; then I think two, or if it
weuld stand it, three in the South. I do not think it will,
They would be smaller Dbanks.

The Secretary of A_ricuvlture: What would be your eastern
territorm?

¥, Woodwa:*d; I hav= not thought of that in any definite-
ness, It is easy enough to ovtline soms states, but that
has not been gone into deep enough. It should be borne in
mind that in a division like undoubtedl ¥ the scuthern
Benks 4n0 the Daxks 1x the f arming section of the Vest,
they would probaly be bo *~owers at. cartain seasons of the
year,

The Secretary of Agriculture: Under any number cf com-
binations, Yyou could establish eight banks with capital
renging from 3ix o seven millions to tventy-four mil-
liona, and your reserves ranging -=— I have not triad to
figure out the reserves, but of course with much larger
reserves. Now, with such a distcibution is it not likely
that in the various sections of the country they could know

:d take care of the normal demands, and that in a time of

strain, thei resou~ces could be utilized and directed to

Federal Reserve Bank of St. Louis



B-d “illiam Yoodward, 353

m=2t weaknesses anywhers?

ur. Woodward; I do not fully get vou> question. Do ou
mean that if a bank, we will sa;” in Dallas, had a capital
cf seven millions?

The Sacretary of Agmiculture: Yes, with mich largsr
surplus, and would not the fact that ther know and meet
those demands and asteady conditions, nomzlly relieve any
strain that might come in la~ger sactions?

Mr., Woodward: 'ell, because this entire secticn is a

. bormewing section %4cday, in rour seven million dolla bank
vou are not adding any capital tc the cap ital that is there
today. Therefo~e, I do not see how the bank is to aveoid
bo mcving at the time when me 'e capital is neededin that
country.

The gsecretary of Agriculture: WVell, when that is
t ue, the law provides that the Federal neserve Board may
pemit or require redisccunt?

Mr, Woodward: Yes.

‘ The Secreta=r of Agricultures: Now, with that p-ovision
in mind, would it mak: so very much difference whathe» vcu

have great dominant cente-s c» not?
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r, Woodward: I think it should be as I said before. I
think it shculd be g~ -aphical 2nd nct de:esndent upon the
cap ital, I think that the capital should taks care of it-
self -- that it should be gecgraphical.

The Secretary of Ag-iculture: Yes, bdbut you see when you
ccme to a practical arrangement, if rou take too large an
area hers :gu leave =elutivsly 1lit tle for the other centers,

r. Woodwardé Thes altermmative seems to be to p ut three
banks hese (indicating on map).

The Secretary of A;Piculture; In that case, where would
you locate them?

3, Woodwar& I should locate them gecgrap hically there.
I do noct think it makes s0 much difference where the initial
bank i3 or where its b-anch ia It i3 to serve a region,
as I get the idea. I think New York should have cne.

The Secretary of A ricultvre: WYWould you put in Boston?

gr. Woodward; Boston is conside ~able of a cent-r, yes.
Poobably in Boston == serve this territory (indicating on
map).

The gecretu=r of Agricultu~e: uoston at present serves
more yew Engl and banks than -w Yok, doea i% not?

r, Woodward: VYes, if rou eliminate Connecticut?
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The Sec reta™y of Agriculture: Which of the centers to
the Soquth would you think, ¥ashington, Philadelphia, Rzalti-
mo e, Pittsbu gh?

Mr. Woodward;. we would not think of Washington, unless it
were the seat of government, and whether that would be a
sufficient argument to place a Federal bank there -- it might
be well tc have it. The officers of the Tederal Board are
there. Otherwise, I should think Philadelphia or Pittsburgh

would be a better center.

The Secretary of Agriculture: That is all. Thank you.

BTATEMENT OF UOSEPH B. MARTINDALE.

The Secretary o the Treasury: Mr. wartindale, will you
kindly give your full name?

Mr, !:a*tmdale; Joseph B, Ma-~tindale.

The Secretary f the Treasury: You are p resident of the
Chemical National Bank?

Hr.vravtindale; Yes.

‘ The Secretary of the Treasury: Tow lons have You b en

conmnected with the bank as president?

Mr, -'artindale; TUp#ards of 30 years.

The Secretary of the Treasury: In what capacities?
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‘Q 'r. *rartindale: Clerk and | assistant cashie», vice

p resident, president,

The Secretary of the Treasv»y: Xow long have You been
president?

Nr, !Zartindale; Three years, vice president, about ten
rears.

The Seo retary of the Treasury: The Chemical National
is more of “hat we call a commercial bank, is it not?

Mr, rartindale; Enti-ely so.

The Secretary of the Treasury: And I bel leve it is 80 years
old, is it not?

¥r. uart:lndale: 90 years.

The Secretary of the Treasurv: 90 vears?

Mr. Martindale: Yes.

The gecretary of the Treasvry: It is not sensitive about
its age?

ur, --artindale; Not a bit, sir, proud of it,

The Secretary of the Treasury: Your business covers how
mvch of the count™r?

B Mr. Martindale: Practically all,
The Secretary of the Treasury: Practically all?

Nr., Martindale: Yes.
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The jecretary of the Traasury: You are quite familiar,
therafo e, are vou, !Mr. sartindale, with the course cf
comme~cial exchanges and domestic exchanges?

Mr. ?:aﬁ.indalei Fairly 30, yes.

The Secretary of the Treasury: To what extent is the
Chemical jationil a reserve ageni?

Mr. "ar'tindale; Ou* national bank balances amount to
about four millions of dollars -- four or five.

The Secretary of the Treasury: What are :}our' total de-
posits?

¥r. "at'tinthle;. About thirty millions -- thirty to
thirty-tvec.

The Secretary of the Treasury: 'r. 'rartindale, yrou are
familiar with the problem before the committee, I p resume?

Mr, sartindale: Ves, tc an extent.

The Secretary of the Treasury: The immediate problem, I
mean, to divide the country into not less than eizht nor

.‘ mc e than t/elve dist-icts?
Mr. Martindale: Yes.
The Secretary of the Treasury: And tc establish the head-

4

quarters for a regional bank in each one of these districts.'
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Tave rou given any thought tc this problem?
- Mr. *'aﬁtindale; I have, Mr, gqgecretary, yes.

The Sec~etary of the Treasury: We will be very glad if
you will give the committee the benefit of your views as
to how the count=y ought to be divided, or if you have not
ccnsidered the whole of it, such part as you have thought
about.

Mr. ::artindale;' Well, in the first place, the great
moneY centers of this country are New York, Chicago and
St, Louis, and they will remain so, in my opiniom It
would seem necessary, therefo=e, to place strong banks in
those three cities and draw from a large territory. My
cwn personal opinion is that eight are entirely toco many,
but since the law reads not ¥ss than eight nor mo~e than
twelve, I would suggest the following cities: Atlanta,
in addition to the three central reserve cities.

The Secretary of the Treasury: That makes four,

Mr. partindale; Yes. Atlanta, yew Orleans, San Francisco,
linneapolis or St. Paul, : Then, I assume that by reascn of
the fact that all of these banks will be under the suvpervi-
sion of the FYede~al reserve Xoard that you will require a

bank in Washington. I assume that, I think that the seven
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cities I have mentioned will cover the territory sufficiently.

The gec~etary of the Treasurr: I8 that seven ¢ r eight?

'r, artindale: That 1is seven. Three central ressrve
cities, Atlanta, 3yew Orgeans, 8San F»anciasco , Minneapolis
or St. Paul,

The Sesretary of the Treasury: Do you exclude Bostcn?

¥Mr, YMartindale: I should make Bcstocn and Philadelphia a
branch of the New York Federal Reserve Bank, the territory
to be controlledby the New York bank, to be New York, New-
JerseY, Pennsyluania and all of Jew England.

The Secretary of the Treasury: What is your theory there,
!r. vartindale, that you want a bank of p “epo nderant
capital?

Mr. ..artindale.: Tave a bank of lange capital yes. It is
necessary on account of the tremendous amount invested in
comme~cial business in this City, and the borrowings up on
the part of the large commarcial houses all over the country,
in Jew York.

The Secretary of the Treasury: It is not so much a ques-
tion of the capital is it, as the resoc urces of this bank?

lr, ssartindale. It 18 necessary for a bank to have a
proper percentage of capital tc its rssources. The bank
might be topheavy or it might not have sufficient capital.

The Secretary of the Treasury: Vell, 1 am speaking of
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resources in the combined sense, of course.

Mr. jrartindale: Yes.

The Secretary of the Treasury: capital is one of the
resourcesof a bank?

Mr. wartindale: VYes, but a bank might b; cvercapitalized
or under capitalized, either one is bad.

The Secretary of the Treasury: Xut a combination of
capital and resoucrces is what gives a bank strength?

Mr. g.artindale? Undoubtedl y.

The gecretary of the Treasury: So I say it is not merely
a question of capital?

r. ssartindale; Not entirely, no.

The gecretary of the Treasvry: And the reso urces of a
bank may be not only the actual tangible assets upon its
books, but also the power that it may have to draw from
cther sources, when it is necessary.

Mr. lh!‘tindale.: There comes to an end to that power.

The Secretary of the Treasury: But it is an element cf
strength, is it not?

Mr. sartindale: Yes, but it can be overdone.

The Secretary of the Treasury: Oh, there is no question
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abovt that, Vhat I mean is thisQ In estimating the p over of
a bank you must take into consideration not only the actual
resources which appear on its bocks, but the pover ta
strengthen itself or to get assistance, which would come
through the Tederal nese»ve Boérd, . under this Act?
ur. vaf'tindale_ﬁ There is no doubt of that, . 3ecreta-y,
but it has gct to be very properly and carefully =nd ccnser-
vatively handled.
The secretary of ‘he Treasury: There is no question

about that, but what I am getting at is the divisioncf
the count:*w in%o dist~icts as vou ovtlined them there. You
are praoceeding evidently on the theory that it is necessary
to have a bank in New Yo~k of p ‘epond~rant stren th. Now,
many of the gentlemsn have ‘estified to the same effect.
The ter®itory vau have outlined would give tc the FTederal
Peserve Bank in Hew Yok between 40 and 50 per cent of the
capital and resonrces of the country Now, evidently the

Q sentlemen who take that view are proceeding upon the thecry
that those ar the only resources that this bznk will have.
That 13, it must rely upon its own independent st=enzth at

all times, to “ake care of the situation. The act pro-
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vides that these varigus independent units shall be coc-
crdinative through a Faderal Board, and thait under certain
circumstances the entire power and st~ength of these banks
may bes exerted, if necessary, and alsc provides for %the
conve~sion of the liyuid assets of these banks into cur-

rency, under prope~ « nditions, when needed. licw, those
I say are elemenis of strensth which must be taken into con-

sideration in the division of the ccuntry intc these dis-

tricts.
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’ ¥r, Martindale: Yes.

The Secretary of the Treasury: —-ow in that view of the
situation do you think it is so necessary to combine 40 to 50
per cent of the banking capital of the country into any one
bank, whether in Wew York or anywhere else?

}r. #Martindale: Graanting all that, r, Secretary, T still
am of the opinion that the capital of the bank in “ew York
should be greater than the capital of the bank in Atlanta
or New Orleans or any one of these other interior cities,
because there is a greater volume of business here, and larger
amounts of credit are granted here, and there is greater
wea 1th here. Therefore a stronger, larger bank is required
here,

The Secretary of the Treasury: That does not quite touch
my questiorn, however. T vas asking “hether or nol in view
of these additional resources “vhich this bank in “ew York
will have -- T mean the “esources which T have described --
it is so necessary to make it absolutely preponderant or
80 predominant in the maiter of capital acnd resources that

. the other districts would be provided with a rektively
simm 11 amount of capital and resources.,

r, Jartindale: You koow, "r, Secretary, to refer to
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our conversations in tho past, that T have always believed
in the benefit to be derived from centralized power.

The Secretary of the Treasury: Thea you believe in the
Tederal Reserve Board?

7, Artiasdale: Therefo-e Yew York naving demonstrated --
it is not a matter of theory but it had been demonstrated --
that it is the fiasancial cenire of this country, and in myv
humble opiunion will always re:imin so, il is necessary to
have a large bank in this ecity,

The Secretary of the Treasury: That is inevitable in any
case, if one is established here, because the provisioas of the
law are that the coantribution to capital of the Federal
Reserve Bank shall have an exact mathemtiical relation to
the banking capital and ~esourcss of the distirict.

Ir. 'Aartindale: Yes:

The'Secretar'y of the Treasury: ©So of necessity that would
follow automatica lly?

T, Martindale: Yes.

The Secretary of the Treasury: »ow the questioa con-
fronting the commitiee, beiag compelled to establish not
less than eight nor more than t;velve, is how the country

shall be equitably divided so that these banks may have as

Federal Reserve Bank of St. Louis



G Joseph B. Mariindaze, 365

6\ much relative s trength as possible to the district which
each is to serve. In other words, we must get as much of.a
financial equipoise as possible under this plan, ¥Now in that
view of the question we are trying to ascertain what would be
the best division of the country, and at this moment we are
addressing ourselves more particularly to the easterm part
of 1t,

wr. Mrtindale: T thisk that the commercial business of
the east would be better served by having a large bank in New
York, with branches in Philadelphia and Boston, and the
territorial limits of the region to be as T have stated
before.

The Secretary of the Treasury: Would not the district be
Just as well served if you had a Reserve Bank in Eoston, one
in ¥ew York, and one in Philadelphia or Pittsburgh, as the
caseé may be, because those banks will all be strong, and the
exchanges between them can be made in very short order.

Mr. Martindale: Wot! in ny opinion, because T believe
that when you get cehtralized power you get the best effect
almays, in every line of business.

The Secretary of the-Treasury: You are getting very much

more centralized power even under that division than you have
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got now.

r., "artindale: T differ with you there =-- you say more
than you have now.

The Secretary of the Treasury: Yes.

*wr, 'artindale: Yes.

The Secretary of Agricultu-e: One ¢ riticisa made of
existing or past conditions has b‘een that an abnormml part
nf the bankiag povwer of the different sections has been
employed away from home, that there has beem an uadue
congestion and an abrormal congestion of fi a:cial power in
Yew York 2Jity.

¥, 'Artindale: That may have beea so {0 a certain extenl,
but T think it has been greatly overrated a.«d overstated,

The Secretary of Agriculture: 3ut to the extent %o which
it is true it would be a desirable change to have the asorml
couditions restored, would it .ot?

Mr, *artindale: -, Serretary, if mouey or credit is
required in “obile, it will go there. Tf il is not required

C there it will come %0 “ew York o so:ae other money cenire.
That is matural law aaxd vou caniot change 1it.
The Secretary of the Treasury: But suppose that certain

centres, like Yew York, for instaace, offer abaorml
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' inducements.

Mr, Iartindale: Do they?

The Secretary of Agriculture: T am asking you, and trying
to get the information,

r. Martindale: Yot in 1y opiaﬁo.: -= not to any great
extent.

The Secretary of Agriculture: Tt is frequentily asserted
by students of the problem that money is unduly coagested
here, employed in particular directious, and tlmt when a
strain comes, money caarot be secured by the banks in cther
parts of the country that sent it here, and that creates an
unfortunate condition., 7Ts tlat true in your judgment?-

3€i'. iartindale: 1t has aever been so0 ian wy experience.

T cannot state as fo the other banks. "e have always been
atle to respond to the requirements of our banks, nol only
in norm1l times, but also in abnormal times, Perhaps we are
fortunate in that respect. T have hoard this criticism, of
course, aad there may be au element of truth in it, but T
think it has been greatly exaggerated..

The Secretary of Agriculture: Tn coaiection with your
suggestion that there might be a Reserve Bank in %ashinzto:,
you know, of course, that there are relatively fer banking
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counections in Vashiugton.

T, lartindale: Yes, T appreciate that,

The Secretary of Agriculture: Would that be a barr-ier
in your judgment?

¥r, ™artindale: Tt would be an objectio:, but T thought
possibly fo:r the reason that the Pederal Reserve Board would
be located in that city, naturally you would want & bank
there or require a bank there with a smm 1l capital. That
was v reason for mentioninug Vashingloa.

'i'21e Secretary of Agriculiure: You mean more forr admin-
ist-ation?

ir, Martindale: Yes, T doe.

The Secretary of Agriculiure: Tn case a Iederal Reserve
Bank were established in Sosto.:, how "ould you divide the
territory?

¥r, lartindale: T had 2ot given that very much thought.
T assume then that naturally Eostonr would want o coatrol
the e:tire lew England States with the possible exception of
connecticut.

The Secretary of the Treasury: Thark jyou, I'r. iartin-

dale.
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STATEMENT OF MR, FRED I. KENT.

The Secretary of Agriculture: Nr. Kent, will vcu state
your banking connection.

Mr. Kent: I ar Viee President of the Bankers' Trust
Comrany.

The Secretary of Agriculture: You know that this Comrit-
tee is required to establish not less than eight nor rore
than t»elve of these Federal Resarve Barks?

Kr. Kent: Yes.

The Secretary of Agriculture: And to divide the country?

¥r. Kent: Yes.

The Secretary of Agriculture: Have you given any conside®
ation to that problem?

¥r. Kent: Yes, I have to a certain extent. It sesms to
me that the concensus c¢f opinion of men w*ho have not

studied the matter carefully and specially as to —~here

these districts should be divided, is not the prorer
base from which tofigure them. Inst2ad, of that I think
we ought to consider the facts thet exist in this country
that cannot be changed.

For inetance, we cannot grow cotton in Tell Street,

neither can 7e finance railroads irn the cotton fields.
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And there are many things in this country that are based
on facts that man cannct change. If ~e establish any
regional system ~hich goes contrary to the conditions rhich
exist because of those facts, it is going to be an unecon-
orical syasten that is coing to cost the country nore than
it should.

For instance, New York City 1s the largest port in the
world, not because any man or any set of ren wish to make
it the largest port in the world, but because of its recu-
liar oituation geograrhically, and the further fact that
this country was settled bv the reople from Eurore, =hich
means that our habits and custors are very oimilar to theirs.
Consequently «e imyrort more and export more between the
United Gtates and Eurore than we do betseen the western
country, for instance, and the Orient. The clothing of
reoprle in the Oriesnt and of the reorle in this country
is very different. Thers is not the exchange thers.

And there are many things like that which mean that New
York has grown to its rresent rosition because of these
thinga, and not becaucse of any desire of man to make them so,

The same thing .8 true of Chicago. It is situated at

the foct of Lake Michigan, and it is in a natural rlace to
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‘ : take business tormand from the east and the west, and it ie
also in a good pcsition to work in the scuthwestsern terri-
tory.

Those things have grown up; Chicago and New York are
large cities, and other cities are large cities because
of natural conditions largely; and the east being settled
first, of course its manufaéturing interests are larger.

And then againwe have in the south a climate that
makes possible the growth of cotton, and in the middle
west the growth of aheat, and so forth.

Now New York City being in the rosition it is, is the
city of imrort; and being the city of import, 1t needs
the foreign exchange in order to meet the demands of

the importers. That foreign exchange is made largely
through cotton whioch comes from the south. There is no
market for the foreign exchange made by that cotton in the
south, that is comraratively speaking, comsequently that
cottonhas to be handled by New York; mnot because New York
wishes to handle it particularly, nor because the southern
interests that grow the cotton wish to have New York peorle
handle it, but because New York needs the foreign exchange

made by that cotton in order to pay for ite importe.
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. And all of the linec that naturally trade through this
country seem to center into New York. They go through
Chicago and into Minneapolis, and yet Minneapolis, even
though it is nearer Chicago, has an imrense trade with New
York directly over Chicago. The same is true of San
Francisco, which deals with Chicago and to a certain extent
with 8%. Louis, but more largely with New York because of
these conditions that actually exist.

Now in trying to divide this country into districts,
it seems to me we shculd take into consideration those
things, and not orinions. It is quite a rrorosition,
because we are going to try to make a system of regional
banks as nearly efficient as a central bank would be, as
possible/ And in order to 40 that, if .e do not bear
these things in mind, we are going to nake a very expensive
prorosition of it.

I do not believe that New York should have a bank that
bhas a capital that is too large in prorortion to the rest

. of the country. On the other hand, I do not think it wmould
be wise, at the moment anyway, to esteblish any regional
bank on the eastern ccast other thanin New York.

In the first place, the regional barks are authorized
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to establish branches abroad, and if ~e had a regional bank
in Boston, Néw York and Philadelrhia and they each estab-
liched a branch in Eurore, it might not be received with
much favor by foreign institutions, wmhercas they might be
very glad to work in conjunction with one brénoh of a

bank that would rerrecent the whole country, that would

be & branch, say, of a large bank in New York.

The Seoretary of the Treasury: Vell, on that point, Mr.
Kent, these banks' only resource for foreign business 1s
not to establish agencies of their own; they may have
corresrondents; exactly like vcur trust company.

Mr. Kent: They could establish branches under the law,
could they not?

The Secretary of the Treasury: ©Oo could the national
banks now under the law establish foreign branchea; if
theywanted to. But I mean to say that is not their only
resource. They may, and probably would, find it-wore-advan-
tageous to establish corresrondents; &and to that extent

3 it would not be any less advantageous to have tho reserve
bankes, say three reserve banks having correspondents in
Europe than to have the nurber of banks and trustbcompanies

in New York having correspondentes under the present system.
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‘I’ ~In other words, these banks are nut exclusive of the
existing facilities; they are in addition to existing
facilities.

Mr. Kent: Yes, excert that one thing ycu wish to
accorrlish in this regional system, as I understand it,
is the control of the shipment of gold. Now we cannot
control gold beyond our prorer comr.arcial prosition, but
we often can delay shipments until the trade turns and
80 prevent that entirely. And that can only be done
with an institution that is large enough to do it. If you
have a large numbar of institutions dealing in gold or
in foreign exchange with Eurore, vou are going to have
the same condition that exists today, that is, that they
mist base it on rrofit, and that is the only way gold is
shipred back and forth now, so far as this ccuntry is con-
cerned, on a basis of profit. Ncw a public utility bank
is supposed to be in a rcsition to ignore rrofit tempor-
arily, when the needs of the country require it, and on
that account it would seem to me we shculd have a bank in
New York that is strong enough so that it could afford to
stand that expense, and that would have a sufficient rower

to get enough bills together and enough credit together
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abroad so it cculd handles the go0ld rrorosition as the
hecessity develors.

The Secretary of the Treasury: You realize, of course,
that if you had three of these barks,thay are co-ordinated
thrcugh the Reserve Board, and one of the rrotections
is the uniform interest rate that may be estatlished.
New as it stands to-day, your rrotection against gold
exrorte is very much less than it will be undzr this sys-
tem, aven with three reserve banks on the Seaboard, ia
it not?

kr, Kent: Tell, that night be true and it right not.

You see the regional banksare bound together in ueakness

and not in strength: In other words, it is impossible to
make the reserves of each regional bank serve as reserves
for all. Instead, when a regicnal bank gets into trouble
or whan it becomes extended, or when, in the natural course
of business it must borrow from aéme other regional bank,
then when it is in that state of wreakness, it takes strength
from some other regional bank.

The Secretaryof the Treasury: Not of necessity.

Mr. Kent: Vell, it would rrobably have to, in a way.

That is, you do not get mobility. In other words, we have
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three central reserve cities now and that is considered two
too many. Now if we increase it o =ight, we will have
seven too many.

The Seocretary of the Treasury: But there is no rower of
co-ordinating the present reserve cities; no rower exists
anywhere to coo¥dinate them.

Mr. ZXent: No, that is true.

The Secretary of the Treasury: They are indeprendent of
each other and do absolutely as they please; but the
present system contemrlates & very effective co-ordinations.
of these units through the Federal Reserve Board, and that
is a very decided element of strength in this system.

Mr. Kent: It is necessary, I grant, in this oystem, in
order to give it any degree of efficiency whatever. But it
seems to me that it should be worked out and can be worked
out very nicely.Iif we have a rrorer Federal Reserve Board,
there~is no reason why this country should not grow as a
change in our banking system of this kind would make possible.
But in figuring out the regional districts, it seems to me
if you are to have eight to start with, whioh I understand
you must have, if vou have one in New York and the other

seven are divided in here, as business goes on and develops

s
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you:can easily esctablish another in Boston or Philadelrhia,
if it seems necessary; whereas, if you divide your
strength at the moment, and later you find you 4o not
need one in Boston or in Philadelrhia, you have gone to
unnecessary expense, It is more difficult to bring a
corndition back whan vou have srread it, than it is to lat
it grow naturally.

The Secretary of Agriculture: Has it not grown that
way? Is not Boston a reserve for lew ._xi: England?

¥r. Kent: Why, yes, but on the other hand it is a very
smal. part of the country. For instance, I believe the
New England banks, that is the national banks, would
have a carital of #9,900,000 if regional banks were formed
in New Engiand, wvhareas in New York, if vou took the
patural eaetern‘etatea, as they are called, it woculd be
asbout 40,000,000, and the scuthern stetes would reprrecent
abcut 15,000,000, and the middle western states about
25,000,000; vyou see that would include Chicago and St.
Louis, and then the western states would be about 6,000,000,
and the Pacific states abtout seven and one half millioen.
That is sbout the way that divides ur.

But we must consider again, it seems to ne, the question
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'I’ of the currents of trade, the way trade works back and
forth. For instance, we have, say, about two billion
in ianufacturee around New York City, I believe. Now
those mamufactures are srread out over the west, and the
west has to pay New York for them, and that is one thing
that makes New York exchance necessary in the west, just
the same &8s the question of influence. Now we must
differentiate in considering the trade of this country
between what you wculd call lncal trade and through trade,
and New York shows & very large rrorortion of through
trade.

The Secretary of the Treasury: Are you proceeding on the
asgymption that these reserve banks are to be banke of
deroeit and discount in a general sense?

Kr., Kent: Only of their member banpks.

The Becretary of the Treasury: Exactly.

Mr. Kent: Yes.

The Secretary of the Treasury: Now the currents of
trade do not affeot them to the same extent, because they

> are
' a5 reservoirs of credit, and so long as they are
accessible to the different districts and the reserve

which they hcld is readily available for the assistance
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of the merber barnks, that is the important question.
The ordinary courses of trade and comrerce are not
interrurted or intsrfered with by the establisheent of
this syatem. You are consolidating certain of ths
reserve powers of the banks of this country and are
throwing into that scme additionz2l resourcee; for in-
stance, several hundred millions of Government derosits
which are now kert in the Treasury at Tashington and in
the sub-treasuries. Now we are eimply meking available
these resources for the benefit of business generally and
to enable an excessive stere of cradit in the country.
Now for that reasocn it is not so important, is it, that
one bark should rreronderate or it should have the great
wajority of the available resources of the country, be-
cause even with the larger nuwnber, those resources are
sixrly rlaced in 3difFerent epots and are accessitles to
the mexber banks of thoee districts.
Mr. Kent: That might be true, if your regional baurs
. could work together in the same man:er that a central
bank would. But, for instance, surtrose you teke a small
bank in New York with a carital, say, of five million

dollars; of course that is smaller than the New York City

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



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

A Fred I. Kent 580

banks alcne would make, but I mean just to consider 1%;

now how is 2 bvank of that size going to take any arrreciable
vrart in handling the gold which goes back and forth between
this country and Eurocre?

,JThe Secretary of the Treasury: It derends entirely uron
its resources, arart fron carital.

Kr. Kent: But Eurorean banks in d2aling with this
country, &re not ratriotioc. When they come to deal with
this country they look to: the profit, and to the risk which
ie to be rumn. Capital is one of the things they give a
good deal of attention to.

The Secretary of the Treasury: But carital and rescurces
corbined is the thing which determines.

. Mr., Kent: But the resources must necessarily be bound
by the resources of that individual bank, because the only
value that these other regional banks have to that bark is

for it to borrow from them. That is all they can give.
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The Secretary of the Treasury: 3Iul you realize, "¥. ¥enti,

@ that the reserves of & Tederal Reserve Bank are of a very
different chara'cter from those of an ordisary bank of
discount and deposit, These banks hold the reserves of
the member banks, and they are of a liquid character, and
they are utilized, under the provisions of this bill, in
such a mangser that they are kept liquid all the time, and
they are there available for use by the member barks, and
there canaot be a run on a Tederal Reserve Bank.

w. Kent: But if there was a rua in any district there
would be a run on the membér baiks.

The Secretary of the Treasury: The Federal Reserve Bank,
under those circumstances, is expetbed to be able to assist
the member banks. The provisions of the law seem to be
quite adequate for that purpose, so that in cousidering the
power of any one of these bauks, it must be cossidered as a
related iastitution to thie system and as ore of several
strong coordinated units and my, in case of necessity, have
resource to the combined power of the other banks through

‘_ the Federal Soard. In that aspect of the case, the
considerations you are presenting here, while important,

are not of the supreme importauce tiatl they would be if each
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of these banks was an ordinary bank of discount and deposit,
as if the:,' were expected to stand aloue.

Wr, Kent: Conversationally that might seem to be true,
but practically things do not always work out that way.

The Secretary of the Treasury: T.alr;;:uggeating the
practice, T am trying to familiarize you with the structure
of this system.

Mr. Kent: T understand the struc ture very well, but
wiat has been in my mind is the question az to how European
banks, with their great big capitals which run from
'_\50,000,000 up, in many cases, are goiug to look at a smll
institution in Yew York that may be dealing back and forth
in the shipment of gold, and that may be particularly true
if we realize that the New York Jity bank is apt to be..
called upon to make loans out in different parts of the
country. There are two sides to that question of being bound
to the other banks. On one side it gives strength, if it
needs L0 borrow; on the other is that it may make that bank
of less strength if it is forced to loan.

The Secretary of the Treasury: Assuming that these eight
banks have a combined capitalization of more than oune

hundred million dollars?
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"r. Keut: %106,000,000, T believe,

The Sec:retary of the Treasurv: And that they may hold
ultim tely something like six hundred to seven hundred or
eight hundred millions of dollars of Goverament
deposits and the reserves of the member banks, and all of
those units thoroughly coordinated through the Federal
Reserve Soard, at auy time, either domestic or abroa d, can
you cite any institution in the world that would have the
same strength, the same i herent elements of streangth that
this combined systen would have.

¥r, Yent: T canuot see how it is possible for yvou %o
figure the reserves of oie regional bank as beiung a mrt
of the reserves of the other, vhen every regional bank is
organized by itself, on its own basis, and the only way it
is coordinated with the others is through the loaning power.
That is, it may be called upon to loan or it may ask for
loans., T think it imkes a very cifferent proposition of it,
T can see how this may be developed into avery satisfactory
system but yet, iu order tc do so, it scems to ue the dis-
tricts should be divicded with the greatest care and that
was one phase of it that appeared to me. “ow, T ama western

man; T was bom in Tllincis and brought up there, and T have
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always felt as though this was one great country, the United
States of America, and T notice that the western people and
the southern peorle and others seem t0 think possibly YNew
York is too powerful at~ home here, but we are very proud
of it in Europe and we ought to be proud of it in this
couniry too. We are just as much a part of the south's
wouderful cotto. crop =-- and the men in the weist should be,
all of us. Tt seems to me it is not a question of for
instance trying to divide up the cottor fields and have part
of the cotton grown in the uorth or of trying to divide up
the great finaacial power of Yew York and trying to put that
out in the desert or in the country, but a question of
tryiag to work this thing out for the benefit of all,

The Sccretary of Agriculture: Yo one is interested in
any other questiion.

ir, Kert: T realize that, T did ::ot want you to mig~
understand me, that T was urging New York as against the
other art of the couairy,

- The Secretary of Agriculiure: Ve can waive all that, We

are all interested in working out a system that will be
best for the nation.,

The Secretary of the Tremsury: This is nurely an economiec
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‘ problem and it has to be cealt with in the broadest possidle
spirit of pairiotism and intelligence, and the purpose of
this committee in having these hearings is to get the benefit
of the best judgment of the business men and bankers of this
country tn enmable us to pul this system into operation not
for the benefit of any locality but the country as a whole;
80 we might dismiss any other cousideration.

Mr. Kent: T appreciate that, The reason T mextioned
what T did was because T wanted you to realize T had that
in mind also, and in speakiag for dew York in the mnuer I
have done, it is not Dbecause T think Vew York should be
favored, because T don't think so; it was only for the
purpose of expediency.

The Secretary of the Treasury: You were suggesting the
districts that you had in your mind., What would you say
should be the reserve cities, if you have not less than eight.

Mr, Kent: That is a pretty difficult problem, without
sitting down and going into figures for a good many hours,

O The Secretary of the Treasury: You havea't doune that?

Ir, Kent: %o, T admit T have aot. T did do this, T Took

the natural div isions of the country as shown by the Comp-~

troller and figured out the percentage of capital, to see
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. how it would work, and those are thefigures T gave you a
few minutes ago, and that is as far as T have gone. The
chanuels of trade, i seems to me, should be considered.

It may be that you could work over those channrels of trade ,
but it would seem as though it would be unecbnomic.

The Secretary of Agriculture: Ve are required to do that
by law, as well as by the natural economic view of it.

¥Mr. Kent: <es.

The Secretary of Agriculture: Would you have t{ime and
inclination to study over the matter further, and give us
your views iz a litile brief on the subject, aid marx a map
for us, giving your nolions as o the division of the terri-
tory.

w, Kent: T will be very nleased to do so if you would
like to have me.

The Secretary of the Treasury: Tf you will take that aod
let us have that map with rour suggestions for the division
of the country at as early a moment as you can, we shall be
very much obliged To0 [ou.

Mr. Kent: How long would T have to premre it? T would
like t0 give it careful thought.

The Secretary of the Treasury: Yould a week be sufficient?
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r. Kent: Yes,

The Secretary of the Treasury: 7ill vou kiudly send it
to Tashingiton?

we. Kent: ves,

The Secretary of the Treasury: And we will attach it

to your testimony.
STATEME T OF STEPHEW BAKER.

The Secretary of Agricultgre: Will you state your banking
cO;:.'.ectio;.-,‘ *r. Baker, for the sake of the record.

W, Baker: T am President of the Zank of *mashattian
CORPa Y .

The Secretary of Agriculture: You kaow the problem we
are wrestling with? Ye would be very gld tc have any
suzeestions or expressioc:s from you to help us.

. Baker: °Tr, Secretary, T feel that T would be in favor,

have been in favor under this bill of reducing the

recional reserve basks dom to as small a propor-tion as
‘ possible, but recogalze that the bill has hHecome a law and
that the bpill provides for eight regional reserve banks as
a miaimum and twelve as a mRximum, So it seems Yo me that

cor.siderati on should be given to 1oeating those regional
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‘ reseree banks so as to -ake them, as nearly as possible, of
an equal strength, in so far as the business that may become
coztiguous to that ce:taiz section will allow. T do =ot
want to take up your tine and T naven't much to say. Possibly
T can convey my ideas or thougnits by simply saying that
so far as eight regional reserve banks are concerned, T would
want to put them so tiat nossibly one strong bank could be
able to take care of a la:rge an;ount of what might be ¢ alled
weak territory, asd sotl divide the territory of the United
States up into a number of s:mll districts whieh would not
be able to take care of their requirements, and while T
believe that from the asatural course of business, as it is
ce:tred and mravitated natuwrally toward the larger ceatres
anxd the trade in them, that especially Vew S;ork ought to
have a fairly large territory, yet T think in consideration
of there being eizht regional reserve banrnks, there ought to
be one in Hoston, one in Yew York, one in Philadelphia, one
in the south, one in Chicago, one in St. Iouis, one in the
no~thwest, say at St. Paul or iinneapolis, to coanirol the
grailn trade, and oane oua the Pacific Joast,

The Seocretary of Agriculiu-e: You would think that

Philadelphia would be the natural ¢ enire perhaps for the
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south,

ir, Baker: Tt is a question as tec whether Philadelphia
would go far enough south to reach the requirements of “hat
southern couatry., You have got to have a location also that
will bring vou sufficieatly within mail communication of
your central point, and T think if you had no regional reserve
bank farther to the south, that Philadelrhia would be entire-
ly too far from your mmil communication. That aeriticism
might also be true so far as the southwest is concerned;
and on the other hand it seems to me as though it would be
very necessary,in covering a large extent of this more
sparsely settled sectioa of the country, that rou should
have one strong institution, in capital ard surplus, like
St. Iouis, to take care of that section,

The Secretary of Agriculture: Had you thought of the
problem presented by that group of cities to the south of
us, Baltimore, Philadelphia , Tashington and Pittsburgh?

Ir. Baker: T would eliminate Tashiagton entirely, because
T cannot see that there is anv concentration of trade in
Vashingtion. There is .o large mﬂnﬁacturing going on in

a3

Washingtos, and T should judge the cities to the south~~

that Philadel-hia would be certaiily able to take care of
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EBa 1timore business.

The Secretary of Agricultue: At present Baltimore seems
to have larger banking connections with the south than
Philadelpnia, judging from the number of banks.

Mr., Baker: T think it would be a mistake to place two
reserve institutions so close together.

The Secretary of Agriculture: T meant as between those
two.

Mr. Baker: T should think that Thiladelphia , controlling
the large manufacturing business and tonnage that there is
throughout the State of Pennsylvania especially, would more
than offset wint might be the greater business of BEaltimore,
and therefore control a larger amount of business. T should
be in favor of having the stronger and larger institution
as the centre of the reserve system. The Ba itimore business
could be very easily handled by a branch.

The Secretary of Agriculture: T was going to ask you
more definitely about the south, from your business exper-
ience and connect ion. { centre in the south would you
suggest?

Mr, Baker: My business, of course, }Mr. Secretary, with

the south amounis to but very little, because T ama state
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institution and T have no geleral business copnectionus
through the south, Tf T answered thal question it would
simply be more of a matier of taking the geographical centires
rather than speaking from sxperience.

The Secretary of the Treasury: To wint extent do you
think tat the foreign business of Ealt imore is an importan?t
factor in the location of a Federal Reserve Bank for that
district, assuming that Baltimore and Philadelphia are both
in that district,

', Baker: Mr, Secretary, T kaow very little about the
foreign busiuess of Baltimo:re. T could not really speak
upon it.

The Secretary of the Treasury: But if it were large, if
there was a large foreipgn business at Baltimore, and a smmll
foreign business at Philadelphia, would you consider that
that fact ought to have a serious influence upon the select-
ion of one or the other of those cities.

. Baker: T should think the foreign business could be
easily handled through the channels through which it is
handled at the present time.

The Secretary of the Treasury: T asked the question

because some arguments have been made in faver of those
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cities which have a large export trade, and Ba ltimore, of

course, is a very impoirtant export point for grain now and
also a2 point of growing importance for other commodities.

Thank vou, i, Baker.

Is 1r, Gallawvay, of the llerchants Yational, here?
STATE®:T OF FOBERT ', GALIATAY,

The Secretary of the Treasury: Mr. Gallaway, have you
stated your ¢ onnectioas?

Mr, Gallaway! T have stated my .ame., T was only asked
my name.

The Secretary of the Treasury: Will you be good enough
to give us your bank?

., Gallaway: T am President of the *Merchants Hational
Bank.

The Secretary of the Treasury: You are familiar, are you,
with the problem we are tiyving to solve, the division of the
country into not less than eight nor more than twelve
Federal Reserve districts?

. Gallaway: T am somevhat familiar, res.

The Secreta‘rg.r of the Treasury: Have 1ou given it any

thought and could you give us the benefit of yowr views on
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ES such a division?

¥Mr, Gallaway: No. T haven't given it any thought so as
to give the committee “he benefit of any views, because
there are s0 many other thiunking people around T did aot
see where T would come in.

The Secretary of the Treasury: You are over-modest, 1r,
Gallawvay. Tould you be rood enough to take one of these maps
and give the subject some thought, and give us the benefit
of any suggestion you may have to offer.

Ir, Gallaway: T have no suggestion,

The Secretary of the Treasury: T say, will you be good
enough to co:sider it and submit later any suggestion you
may have to offer®

1, Gallaway: As T understand it, there can be 201 less
than eight nor more than twelve?

The Secretary of the Treasury: Quite right.

¥r. Gallawvay: And you want to locate those eight or
twelve?

The Secretary of the Treasury: Yese. .

Ir, Gallaway: Well, my idea is tmt you should have about
as large a one in Yew York as yoai can get. T thiuk that

oucht to include say Yew England, Yew Jersey and Peinsylvania,
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‘ so as tomavea large <capital in the baask here, much
larger than any of the other banks, Yhat good would it be
ualess you had it just about £ ags large or three times
as large?

The Secretary of the Treasury: %here would you put the
other banks, Mr, Gallaway?

: wr, Gallawvay: T would have one in Chicago, one in St,
Louis, one in Atlanta or on the Seaboard down in the south,

one in Tew Orleans, ad in the northvest, somewhere in the

northwest and on the Pacific Coast.
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The Secretary of the Treasury: That makes seven.

The 3ecretary of Ag~icultu ‘e You would not put one
in the section represented by Philadejphia or Baltimore?

lir, Gellaway: I do not sse the necessity for it.

The Secretary of the Treasury: You would meke this one
serve from Viwginia to Canada?

Mr., Gallaway: Yes. I would have one either at Atlanta or
at Savannah. I think the South ought to be very well
t«ken care of, because they want mone down there all the
time to move the crops, and the same is true in the Eest.

The Secretary of the Treasury: Did you think of Denver as
one?

¥Mr. Gallaway: No, I never thought of Denver.

“The Secretary of the Treasury: I think You gave us
sevey Where do you think the eighth ought to go?

I'r.Callaway: 3Somewhere on the octher side of the Rocky
Mountains. |

The Secretary of the Treasury: You would have onein Sau
Trancisco?

ik 33 Gallnwa:?: Yes.

The Secretary of the Treasury: And do you mean one up in

the No~thwest, at Seattle or Portland?
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- Vir., Gallavay: Up there in the Northwest.

The gecretary of the Ireasury: Thank you, lr. Callawvay.

STATEMENT OF WILLIAK =. WILLIAMS,

The Secretary of Agrucilture: Mr. Williams, P lease
state your banking comnection.

Mr. W:llliams; Vice president of the Title Cuarantes
& Trust Company of Queens County.

The Secretary of Ag"icultu:'e.: You have heard the state-
pent of our problem? :

Mr, Williams: Yes.

The Secretary of Asriculture: ave you studied this
new law?

¥r.Williams: No, I have nct.

The Secretary of Agriculture: Will you please be good
enough to give us any views you have on this question of the
location of reserve banks, and their territcv?

lir, Williamsé I have a distinct belief as to the
division of terriicr»y around New York, not because of its
being New York, but because cf Its present commercial
supremacy, that it should receive a bank which is able
to take care of that commerce, and that the regional reserve
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bank fc» thia district shoculd bs mHuilt haavy encugh to
take care cf all our requirements and & Zcod many of the
»equirements of the Unitad States; bDut I do feel that in
dividigg the three for the Atlantic Ccast, about which I
have heard so much -~ thst is if there i3 svch a division
into three -~ I should consider the Cocast in a litile
different way f~cm ~hat it has been ccnsidered by some of the
othe~s who have apeared before rou,

I should conside» the Coast moce in its relation tc
fceign count~ies, 2nd I would pu* one bank in Jew York,
and one in ¥zltimo "a, end then I would consider some
city alecng the Gulf, for instance ¥=w Orleans. I shculd
conside» those as the three rezional rese~ve centers, be-
cause Whilse I am engaged in banking I am algse heavily in<
terestedin expo~ting and impcrting business, and those cities
have a lot of *eason to be in di ‘ect communicaticn with
fcreign ccuniries, and do nct need so much to come to
Yew York. of course we do move a lct cf the cction c-op
frcm Mew York, bt I thovght in conaide~in. the three
regional banks in the Tast i1t would be a v~»» good idea
to consider the problem as a Coas*t prablem instead of en-

ti-el y as a central problem.
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I do nmot see any reascn fo*.a Federal reserve bank at
Washington at all, bYecause cf course Washington has the
main board. Thet is my cwn personal view.

nf course our banking in the instdtdtécn which I repre-
sent is more local than foreign.

In the Western States c¢f course there are natural pcints
that these banks would have to go to, but I think the la- ger
vou make the reserve bank at New York, the better for the
wnole svstem that you are trying to take care of.

The Secretary of Agriculture: And from the p oint of
view of Your experience in the exporting trade you would
rather look tovards the export centers, New Orleans and
Baltimore?

"r, Williams; I think they ought to be taken into con-
side~ation in establishing the three banks, If 7ou es-
tablish three banks on the eastern coast, I think you ought_
to take the whole Atlantic Coast for the establishment of
three banks, and then take vour westsrn ccast for two

. banks -~ I do not know whether that is the proper number ;
there -~ and not consider the Atlantic Coast «s one division ”
and the Culf as another division.

The Secretary of Agriculture: That would lsave the basis
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fc= a minimum number of three for the central sectian.

Mr. Williams: Yes, but that wevld cover the imp orting
and exporting business in the war I have mentioned, and a
great deal of monsy is required for that.

The Secretary of Agriculture: That wQuld leave three for tr
intericr. Whers wculd rou lccate those?

Mr. Williams: I am not familiar encugh with the interior
except I think Chicage is a very fundamental point, and St.
Louis is another.

With the so ™ of a seacoast which we have, those are my
suggestions.

Our president will be here later on.

The gecretury of Agriculture: Thank you, !ir. Willjams.

STATEIENT OF W. i. VAN DEUSEN.
The gecretary of the Treasury: Please state your banking
cenn ection?
Vr., VanDesusen: I 2am cashie» of the Tational Ilewark Bank-
' ing Company, of Newark, New Jersery, and I am chairman of the
Banking and Currency Committee of the MN°w Jersey Bankers

Association.
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I have asked the privilege o appearing befcre you to
communicate to you the desires of the banks of Tew Jersey
as to the district that each should be lccated in, in case
you divide New Jerusey.

The S retary of the Traasury: Vhat number of banks is
representsd by you for this p -rticular purpose?

Mr. VanDeusen: Abcut 275, and there are about 320
banks in lTew Jersey.

The Saecreta~r of A_~iculture: Tot that many national
banks?

Mr, VanDevsen: Nc, commercial banks.

The Sacretary cf Agricnlture: There are 203 national
banks in Mew Jarsey.

iir, VanDeusen: Yes.

The Secretary of the "reasur:r: You arec here with avtho~~
ity to speak for them?

Mr. VanDeusen: Yes, . have made a canvass.

The Secretary of the Trsasury: Pxpressed in what form?

. ir. VanDeusen: ‘e saat out a circular tc all of our member

banks in the State, asking them if a reserve bank shculd

be established in Philadelphia -- e are not advocating that,
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but if ocne was established in New York and one in Phiadelphia
-~ which territory they would prefer to be locatedin.

The gecretary of Agriculture: Whet is your view?

I’r. VanDeusen: The replies received from them would
indicate a division cf the State by counties. I do not sup-
pose rou waould cut up a county. Ry counties, Phila-
delphia would take in the counties of Zurlington, Camden,
Atlantic, Gloucester, Salem, Cumberland, Cape }ay and Mercer .

The Secretary of Agriculture: !ercer County includes
"~enton doesa it not?

Mr, Vanpeusen: VYes, it includes Trenton, Princetcon and a
few smaller towns.

The gecretary of Agriculture: Would those counties
include about two thirds of the State, mnorth and south?

lir, VanDeusen: It i3 a division territcrially which is
almost equal, the line running practically through
T»enton right straight across the state.

The yew York district would include the ccunties of Sussex,
Passaic, Bergen, Wa»~en, lorris, Essex, TTudson, Hunterdon,

Scmerset, Union, fiddles;ex, 'lonmouth and Ocean.
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The Secretary of the Treasury: You sroke of Passailc,
did you not?

¥r., Van Deusen: Yes, Passaic in the New York district.
The trade and financial intesrests of Vew Jersey divide
alrost along the short line. The trade south of that
goes almost exclusively to Philadelrhia, and north of that
almost exclusively to New York, and the banksrs of those
towns, north and south of there, go very frequently to those
cities. I presume alrost all of them go at least
once a w=3k to one city or arothsr, and their interests are
that way. The comiercial interests follow very closely
that way. For instance, in the south, the farmers in agri-
cultural districts, they sell almost exclusively to
Philadalrhia, and in the north almost exclusively to New
York, and commercial purchases are made that way.

The Secretary of Agriculture: Does that reference carry
with it any expression of orinion as to whether they desire
a reserve bank in Philadelphia?

Mr, Van Deusen: No, we did not take that roint up at all.

The Becretary of Agriculture: You got no intimation?

Mr. Van Deusen: Well, we have in a few cases an intima-

tion, but we did not ask for that. That was volunteered.
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" The only case there, where there was any division is in
Mercer County. Trenton ic naturally affiliated with
Philadelphia. It is nearer there by rail, and their busi-
ness is rrimarily with Philadelphia. Princeton and Penning-
ton, they seem to be more closely affiliated with New York,
but they did not exrress themselves strongly enough to
warrant a division of the county.

The Secretary of Agriculture: Do you desire to express
any orinion as to the general problem?

Mr. Van Deusen: Personally -- now sreaking personally
entirely, -- personally, I shcould rrefer to sce as
strong a bank as possible in New York, I think it wculd
serve the district better and serve the country better.

STATEMENT OF FREDERICK E. FARNSWORTH.

The Becretary of the Treasury: Mr. Farnsworth, will vou
state your name and busineass for the benefit of the records

Mr, Farnsworth: Frederick E, Farnsuorth,Gensral
Secretary, American Bankers Association, Secretary of the
Currency Commission.

The Secretary of the Treasury: Nr. Farnswotkh, vou know

the problem we are imrediately addressing ourselves to?
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Mr. Farnsworth: Yes, sir,
The Secretary of the Treasury: Have you sone sugzestions

to offar about thedivision of the country into theee dis-

tricts?

Mr. Farnsworth: Well, in the first place 1 want to state
so there wont be any misunderstanding in regard to any-
thing, I may cay this in a +Tersonal capacity more than in
an official carecity. The American Bankers Association
has fcurteen thousand banke, which represent about 100,000
bank cfficers ani bank directors. Of course, I amr not
authorized to make any sugcestions for the Association.
Perhaps Mr. Hepburn who arreared before you Menday, has
the authority in spreakiang for the Currency Comrission.

The Secretary of the Treasury: Ycu are subritting nmerely
your individual views?

Mr, Farnsworth: My individual views, based on ry know-
ladge of the country, and of ccurse the nmewsbershir of
the Association. I have not given very much thought to
the divisicn of the country, butshat orinion I have is
based very largely, I think, on the testimony that has
bezn given here, and that is that the cities to be select-

ed should be the cities to wkhich trade is tributary and are
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known as financial centers. Another question in ry rind
regerding New York City, New York City has teen the finarcid
center of the country always, and it is to-day. There is
no question in ry mind regarding it. '

The Secretary of the Treasury: Tell, now, kr. Farns-
worth, if you are basing your views, as you say, uron the
testimony that you have heard here, then I think that it
would be better if you wculd simply take one of these mars——

Mr. Fernsworth: I am not basing it cn ths testimony.

I siwrly etated that ry crinicn — if I said base, I shculd
not have said that. Lky orinicn is similar to the testinony
which has been based, I say largely, on the cities of th
country where the banking business is tributary to.

The Secretary of the Treasurv: Yow, what cities wculd
vou sugsest as the headquarters for the different banks?

¥r. Farnsworth: I want to say in thet connection, thet
I have heard some testimony this morning, and I believe
that after the organization of the federal reserve banks
or the regicnal banks, that there will still be & vary
large amount of business that will be tributary toc these
various cities, regardless of the fact that the weserves

will be withdrawn. I think it is somewhat yrrobtlewaticsal
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yet as to just how far ths state institutions or the
étate banks will go into the system. If the state banks
do not go into the system generally, those banks will
8till do business with Few Yerk and Chicago and S8t. Louis,
regardless of reserve cities and central reserve cities

and & large business—-

The Secretary of the Treasury: That discussion is aside

fron our rroblem, Mr. Farnsworth, We are glad to hear
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these acadewioc discussions, but must confine ocurselves to
the imrediate rrotlen. If you have anv definite idea as
to where these eizht or nore banks should be established,
ne veuld be very glad to have it.

Kr. Farnsworth: I should say New York City, Chicago,
St. Louis, New Orleans, San Francisco, Boston and for the
sastern seaboard Baltimore- hiladelrhia, Baltivore-Fashing-
ton. kv inc. Jetion tovard Tashington would be more
fron. the standpoint of the Fedesral Reserve Board being
organized and its headquarters there, and it might be
of sone advantage, being the sesat of the Covernment, to
have a regional bank in Tashington; and Atlanta, Georgia.
That, I think, would conrrise the eicht banks which the

Act calls for and prcobably more than that. It wculd be
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‘i betwsen Baltimore and Washington, but in favor of Washingion
on the sugcestion I made in regard to being the seat cof
Governrant.

The Secretarv of the Treasurv: Thank yvou, Mr. Farns-
worth.

Mr. Farnsworth: 1 just want to give, if vou gentlemen
will allow me, —-to just nake one statement here which ycu
may not be fanpiliar with, it may not be along the lines of
this, but will sinyrly gzive vcu sore information that you
may not have at ths ©present time, and that is the work of
the Assooiation alcng certain lines, which gives this
systen parhaps great advantages which it otherwise would
not have had, and thet is in regard to the uniform laws.
During 1913, 36 laws on ten subjeots cf legielation reoom-
rended by the Association, were rlaced on the statute
books of twenty states. These included the Uniform
Negotiable Instrumrents Act, Uniforn Tarehouse Receirts
Aot, Uniform Eills of Lading Act, False Staterents for
Credit, Giving of Checks or Drafts withcut Funds, and
Liability of Banke for Payment of Forged or Raised Checks.
In the last aix years of organized effort by the Association
through its Law Comrittee and the office of the General
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Counsel, more than 300 measures have been enacted rela.:
ting to instruments arising from comrercial transactions.
The Uniform Fegotiable Instrurent Act has been passed
now by almost every state in the Union.

The Secretary of the Treasury: Thank you, Nr. Farng-
worth.

STATE¥EIFT OF CHARLES E. HOYT,

The Secretary of the Treasury: Nr. Hoyt, will vou
give your full name and business for the benefit of the
record.

¥r. Hoyt: Charles E. Hoyt, Secretary of the Connecti-
cut Bankers Association. I simrly want to represent the
request of the Connectiocut Banksrs Association, or the
merber banks, to be rlaced if a reserve bank is establishel
in Boston, in the New York District. a3 heard it rumored
that »e were likely to be rlaced with New England in
there, and many of tha bankers of the state requested the
Executive Comnittee to get togethsr, which they 4id at a
peeting, and while they fa2lt they knew rretty thorcughly

!l' the feelings of the banks of the state, yet thay directed

me to send out & notice, which I did in that form (in-
dicatipg roetal card), and thare are 115 barks and trust
comranies which are elizitle to join the Reserve Assoccia-
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‘ tion end I have here —
The Secretary of Agriculture: There are 78 national
tanks.
Mr. Hoyt: 78 national banks. I have here 88 rerlies.
The Secretary of the Treasury: How many fror naticnal
banks?
Mr. Hovt: I have not separated them, but a large rart
of them the rerlies favorable to New York are from nation-
al banks. Only seven rerlies favorable tc Eoston, of which
onlg three of those are national banks and only one large
ona, Nerwich. Tk: others are frou srell new trust corraniss
The Secretary of the Treasury: Will you file thase?
Er. Hovt: I will be very glad to file then.
The Secretary of the Treasury: Just let then be filed
with kr. Hovt's teatimony.
The Secretary of Agriculture: That embraces banxs east
as well as west.
Mr. Hoyt: That takss up the whole state.
,. STATEVENT OF HENRY M. TELLS.
The Sscretary of the Treasurv: Mr, Wslls, will vou state
your name &nd business.

¥r., ¥Fells: Henry K. Walls, President National City Eank
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of Brocklyn.

The Secretary of the Treasurv: Fow long have vou been
President c¢f vour bank?

Mr. Pells: Two vears.

The Secretary of the Treasury: That was yvour rrevious
banking exrsrience?

Mr. Vells: I was cashier of that barnk for the rrevious
12 years; 1in connection with the bank for 28.

The Secretary of the Treasury: ir. Tells, will you be

cocd encugh to give yocur sugrestions, if vou have defirite

- and concrate idzas.,

¥r. ¥ells: I cculd har?ly call ther suggestions. Of
course in Brcoklyn we are still, I pr&éume, a reserve cityv,
or are we now & central reserve city as rart of Creater
New York? I have not hsar? that questicn ansvered vat,
although that would nct affect my views at all.

The Secretary of the Treasurv: PRessrve citv.

kr. Tells: We still continue as a reserve city. Uorx,
I tkhink that in a very, vary few words, I ccuvld exrress,
rerhaps, the senticent of the Brocklvn tankers and rerhars
the Long Island bankars, I would not say that; but that

we a2re in accord with the sentiments that have already been
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v 2 &

exprzssed by rarticularly, rerhaps, lMr. Frew, or kr,
McGarrah -- & continetion of the two, that Few York shculd
be surrlied with a bank large encugh to rrorerly take
care of and if necessary fontrol the situation. Of course,
¥e have to mest conditions 2s they are and the condition
bere is that New York is the finarcial center, and even
though it night be at the exrense of sone other districts,
ie it not necessary for the comrittee to meét those condi-
tions as they exist, not perhaps as they would like to
have then? Personally, I telieve that Boston, as it is
now & clearing hcuse really for New England, other things
being equal, should have a reserve bank there.

The Secretary of the Treasury: Yocu have not considered
the rest of the cou:itry then.

¥r. Tells: I trink that the central reserve cities shculd
be provided in each case with large enough reserve banks
to rrorerly take care of the field ani the wants of the
corrunities which they cover, which are included in that
diafriot, ever. though it micht rerheps crirrle and nmeke
smeller sowe other institutions. Of course, our orinion
in Brooklyn is -~ I would not say mcuvlded, but yvou

cannot read testinony, if you have not a rlan marpred out
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in your own xind, without being largely influenced by
that.

The Secretary of the Treasurv: Your views are more
largely influenced by the testirony you have rsad than
by any study you have given.

¥r. Vells: No, I would not say that, but the views as
expressed will, of course, have a cartain btearing urcn a
zan who has not alreacdy formulated a rlan for himself
for his own satisfaction.

The Sscretary of the Treasury: Thank vou.

STATEMEET OF FREDERICK G. LEE.

The Secretary of the Treasury: Ycu &re Presidesnt of the
Broadvay Trust Comrany?

¥r. Lee: Yes, sir.

The Secretary of Agriculture: ¥r. Lee, have vou given
ruch thoutht to this questicn that we are comsidering?

Kr. Lee: I have given msore thcuzht to 1t, ves.

The Secretary of Agriculture: Yould vou give us any

q.' views that vou have, bearing on the whole rrobler or any
rart cf it.

Mr, Lee: I have figured out in my mind that it will be

necessary, not having one central bank, to have nine of them
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arf’
The cities that ocught to be in Boston, besause that

is the metrorolis of New England.: The business of New
England, the whole sririt of it runs into Eoston. TFew York,
naturally, and I think that New York cught to be as large

a bank in carital, dercsits and territory covered as it

can. Pittasburgh, serving the Chio Valley, West Vir-
ginia and part of Kentucky. B.ltimore, rather than either
Richmond or Washington, because that is a sea coast city

and the south -~ the northern rart of the south is tritu-
tary to Baltimore, just the same as it is to either Richmond
or Yashington. Chicage, on account of ite pre-eminence in
every way, ©St. Louis, New Orleans and a city on the western
coast, whether it ought to be San Francisco or Les

Angelea, I have not any orinion. Some city there.

The Secretary of the Treasury: That would make nine.

Mr. Lee: That would make nine. I do not see how the
natural divisions of the country and the business tributary
in those divisions, can be covered with less than that.

The Secretary of Agriculture: If vou were to rplace one
at Pittsburgh, where would you draw the line?

kr. Lee: I would have it, generally speaking, covering

the Chio Valley, rracticelly all of Chio, the southzrn part
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of Indiana, Kentucky and West Virginia and the westiern
part of Virginia itself.

The Secretary of Agriculture: 1In Pennsylvania.

Er. Lee: Penrsvlvapia, it will go sorewhere around
Altocna. The difference in tire from Pittsburgh to New
York is sonewhat considered in Jeterrining just whers that
line should go. I only have this other thcugh},that rut-
ting banks in perhaps what you might ¢all the rocrer sec-
tions of the country, due thouzht must be had to the fact
that thsy should net &l1 be borrovars. That is, vou
cannot have a territory There all the bankes 2re borrowers,
it seems to me. I know that sonre banks have trouble on
that acccunt nowadays, because they have more borrowers
than dzspositors, and thet micht likely be the case in sore
of this territory whers the banks themeslves might be kor-
rowers & large part of the year.

STATEMEI'T OF EDTARD 8. STROBEAR.

The Secretary of the Treasury: ¥r. Strobhar, will vou
kindly give your name and state your connection and
businees exrerience.

Kr. Strobhar: Edward £. Strobhar. Uy experience w-%ell

I an with the President's office of the Bradstrest Con-



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

A Edward S. Strcbhar 415

T&any.

The Secretary of the Treasury: What prositicn do you
occupy thare?

Mr. Strocthar: Yell, I assist in the management of ths
tusiness. |

Thz Secretary of the Treasurv: Vould vou call vecurself
assistant to the President? Is that vour title?

Mr. Strothar: That is the nature of the business. I
would not like to assunme to say that I was that, but that
is the nature cf the tusiness, assisting the President.

The Secretary of the Treasury: "ho is the President
of icur corpanvy?

¥r, Strobhar: Henry E. Dunn.

The Secretary of the Tresasury: Is he in town?

Kr. Strobhar: Yes, sir. Ycur telegram requesting
us to attend thies neeting, we only got tais nmorning; cot
it frcn Boston.

The Secretary of the Treesury: Yeu got it fron Boston?

Kr. Strobhar: VYes, sir.

The Secretary of the Treasury: Yh y 4iin't vou g2t it
from New York?

Myr. Strobhar: I don't kncw.
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,’ The Secretary of the Treasuryvy: I do not quite understand
how you got it frcm Boston.

Mr, Strobhar: Well, it was signed by Kr. Elliott.

The Secretary of the Treasury: ¥ell, vou have been

conrunicated with prreviously on the telerhone?

Mr, Strobhar: VNo, sir.

The Secretary of the Treasury: Jlr. Strobhar, the Comuit-
tee is desirous of learning something about the courses of
trade and connerce in the country, and we have thought that
perhaps the Bradstreet Corrany, with its large knowledge
of the business conditicns thrcughcut the country, could
give us scme light on that subject. Are we correct in
that assurption?

¥r, Strobhar: Vell, only in a general way, just as vou
see -- for instance, we have no statistics bearing on that.
That ie not our function, Qur business is to rercrt the
individual merchante.

The Secretary of the Treasury: You rublish some tabula-
tion, do you not, of the nunber of manufacturers and busi-

. ness concerns in the different cities of the country?

Kr. Strobhar: Yes, oir.

The Secretary of the Treasury: In the different states?
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' ¥r. Strobhar: Yes, sir,

The Secretary of the Treasuryv: Is that surrosed to com-
prehend 21l of them, or only those who are subscribers to
the agency?

Mr. Strobhar: OCh, no, all of ther.

The Secretary of the Treasury: Yecu thirk 1t is an ac-
curcte statersnt, do you?

Mr. Strobhar: Well, reasonably so.

The Sescretary of the Treasury: ™hat is the latest one
of such statenents you have made?

br. Strothar: ¥ell, January, 1914.

The Secretary of the Treasury: And that is brought up
to date, is it?

¥r, Strothar: Yes, sir.

The Secretary of the Treasury: Cculd you furnish us with
one of those statements?

¥r. Strobhar: Yes, sir.

The Secretary of the Treasury? Have vou one with vou?

‘ Mr. Strobhar: 1I haven't one with zme.

The Secretary of the Treasury: If vou will send it to

the Coumittse, it will be made an exhibit to your testircony.

Er. Strobhar: Let me see if I understand what it is,.
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We issued on the first of the year a list of failures dur-

ing the year. Is that what you have in mind?
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'\ The.Secre‘v:ary cf theTreasu~y: No, rou have, asI recall
it, a statement by citiéa cr by different states showing the
numb e~ of manufacturers and brsiness men, eithe» dealt with
by rour local officers or comprechended in a given district.

¥r. 3tobhar: Yes. That would only b=z in the volume, in
the gén eral Bradatreet volume.

The secretary of the Treasvry: No, I have seen such a
printed statement se.arately from the volume.

Mr. Strobharﬁ I do not r»ecall it. I do not think so.

You see, the figures --

The Secretary of the Treasury: It is not material but
it might shed some light on one branch of the inyuiry in which
we are interested.

e, Strobhar; We are at your service to fumish you with
any facts which are in ou™ possession.

The gecretary of Agriculture: rtave you any views on this
problem based on Your experience and knowledge of the
country?

The Secretary of the Treasury: (anding paper) Here is
a copY of the statement I was thinking of. Is that one of
yours?

Mr, Strobhar; Yes, that is ours. We have that as cof
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January.

The Secreta~y of the Treasury: Well, would You Zive us one
of those, that is what I was driving at.

Mr. Strobhar: Yes.

The Secretary of Agriculture: «ave yYou given any thought
to this problem we are c¢o nsidering, and would your experience
with the firm give you data that would enable you tc form an
opinion?

Mr. Stro‘bharﬁ Well, I have not thought that particular
point out. I think that the closer the regional banks are
tc; the proposition they have to handle the mo e intelligently
and satisfactorily they can get to it; but as to where they
should be located, we have not views to give you on that.
we think that is anocther matter.

The Secretary of Agriculture: Vhat does this summary
give here? It says names; is it names of firms or --

r. Strobhar: iames of merchants, by states. For example,
in Alabama we have cffices in those placea, and each place
has charge of that many names.

The 3«: retary of the Treasury: But it does not undertake

to give the total numb«* of business firms and their business
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“ in each particular state?

Mr. St *cbhar: Tes.,

The gqecretary of the Treasury: The totzl number?

ir. Strobhar: VYes, we can easily give rou that,

The 3escretary of the Treasury: In other wonds, you con~
sider that an accurate census.

¥r, Strobhar: Yes.

The Secretary of the Treasury: I had understocd that it

as, and I thought asit was a late one we should be glad to
have it.

Mr. 3trobhar: We wculd be pleas~d tc give you that or
any other information at our command.

The Sarretary of the Tr» asury: And if you would accompany
that with an explanation as tc its meaning, I mean as to
whether it i3 supposed to be accurate and up to date and
whether it comprises all the business men or only those re-
porting to your of fice, we should be glad to have that,

Kr. Strobhar: Yes.

The Secretary of Agriculture: And any othsr information
underlying this which would be of information to the com~

mitte=?
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Mr. Strgbhar: Yes.

STATELENT OF VILLIAYM J. FAMILTON.

The Seretary of the Treasury: !Mr. -—amilton, You may
state your full nams and occcupation?

lire Tamilton: William J: “amilton, president of the
Fist National Rank of Cocrona, a suburlian bank of aw York
in Queens County.

The S« retary of Ag~iculture: MNr. Tamilton, have rou
thought much about this pré‘blem with which we are confronted’
Mr. Tamilton: I have thought it ove~»; I have read the

bill and thought it cver to some extent.

The Secretary of Agriculture: rave Yau any views which
you wguld care to give us as to where these banks should
be located, especially anv views with reference to this
eastern section?

Mr, wamilton: Well, I cnly considered the eastem section
cf the country because I am not sc familiar with the western
part of the country. I think thet I would designate ew Yor
Boston and Xaltimore in the eastern section. I think that
Naw Ycrk cught ‘o have a moderately larger bank than some

of the others; not to the extent that some would have it, to
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include almcst fifty per cent of the cgital, but I think
there cught to be some larger capital given to the New
York bank than to some of the other banks.

The Secretary of Agriculture: You have not given thought
to the general problem?

¥Mr. Tamilton: Hot to the whcle leyout of the country., Of
course I have considevred it in rzgard tc the three banks here
on the east coast, and of course, took into ccnsideration
p:rtially the designation of the other cities. 3ut giving
three to the Rast, you would necessariiy give one to
Chicago, ocne to yew Crleans, one to the Pacific Coast,,
and one to St. Louis., That would make seven; three in the
Bast, one on the Pacific Ccast and two in the interior; and
one at Denwver.

The gecretary of Agriculture: Is there anythinz else you
care 4o sar?

Ur, Hamilton': I do not know that there is.

The Secretary of Agricultu'ﬁe; Thank you, Mr. Tamilton.

The Secrefary of the Treasury: I!’r.Austin.
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STATE ENT OF ''R. ROBRRT B. AUSTIN.
The qacretary of the Treasvryv: I!r, Austin, will you give
your full name?

iir, Avstin: Robert B, Austin, President of the Queens
County Trust Company.

The gecretary of the Traasury: =Tave rou given thought to
this division of the country into nct less than eight nor
mo ¢ than twelve Federal reserve di a:bricts?

Mr. Avstin: I have to a certain extent, Mr. lMcAdoo . I
am not in aéeord with some who have preceded me here recent-
ly. I do not believe that New York City should be made too
large a central reserve. I think it would defeat the very
purposea of the measure, which is tc p lace the reserves of
the member banks in the localities where they belong.

Tor th:t reason I think Hoston should be made a reserve
city, because it has for yvears been the financial canter cf
New England. And for thce other reagerve cities on the eastenm
coast, I think any large city that is a financial center and

has become a financial center thmough its size and
manuf actures, should be a reserve citr, even if you exceed

the eight regerve cities. I think the object of this bill
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and the object Dbest toc be attained by it, is to make it
possible to create in the cocunt»y other financial centers
than those existing today, by the placing of the reservea
cf the banks in the lccality where they can be used for the
advancaend of that lccality. -

The Sec retary of the Treasury: Where, outside of Beoston
and Hew York, would you say that the other banks should be
lccated? ave rou given that thouvght?

Mr,Austin: I think Philadelphia should be a reserve
city and either Baltimo e or Pittsburgh; I could not de-
termine between the twoj Wew Orleans, ST. Louis,
Chicago, Denver, and Sen Francisco.

The Secretary of Agriculture: You speak of keeping the
regerves of the section where they belong and of the needs
of the section. Just vhat have You in mind?

Mr. Austin: As I understand the effect of this bill,
it is that the members of the regional bank will leave their
reserves in that bank; and if New York is made too large a
regional reserve center it will get the reserves from all
the member banks in the regicn, and while it may tempcrarily
be a hardship to New Tork City orsome of the banks in New
Digitized for FRASER
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Yerk City, because of the loss of reserves which they now
have, 1in my opinion it has for years been a fact that those
reserves have been accumulated hsre and used for purpocses
other than the advancement of manufactures, and when the
rest of the country called for that money, it was distributed
to them and the pinch was felt here.

The gecretary of Agriculture: of course, to the ext®nt
that these reserves are called for by this new law they
would disappear frcm existing banks and be t—ansferred to
these Federal rReserve Hanks, any way?

e LA ial et 34 trus, Dut they would still Do heve
for the use of this loccality through rediscounts by the
memb ers. dadl then the suggestion made by one of the previous
gentlemen that foreign exchange entered so greatly into it;
if Yew York vas made tco large, it would perhaps do awvay
with competition bYetween large centers which are entitled to
comp etition in foreign exchange.

The Secretary cf .the Treasury: we are much cbliged to Yyou,

Mr. Austin.
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STATEHMENT OF iR. V. SIDHEY ROTHSCIILD,

The seoretary of the Treasury: Mr,Rothschild what is it
you had in you:r mind which you ca}red to present to the
committee?

Mr, Rothschild; Mr, qecretary, as one who has had a small
rart in the framing of this measure, I hadce&ain views
as to how it would work out. They may be somewhat
theoretical as I am not altogether abanker; I am somewhat
of a banke», a banker and b'nolcer'. I have Just this view
of it: My interest was for New York City, and I felt that
wew York City should be somewhat of a different character
of reserve cit;” than the others, asit occcupies a peculiar
position of its own, and that position is a natural one, the
same as the position of Berlin or Amsterdam or London or
Paris, T do not believe that by any legislation you can
take that position away, nor do I think it to the interest
of the government to t»y to take it away. In other words --

The gecret am” of the Treasu»y: Are You not proceeding on a

. wrong assumption, that anybecdy is trying to take anything
away that naturally belongs to yew York?

Mr, ’?othschild; No, excepting that it seems to be the
intention not to let yew York be too large as relating to
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The gec retary of the Treasury : Well, that is a wholly
interencs
unjustifiable because the co mmittee has expressed
np opinion and these hearings are for the express p uipose
of getting all the information we can, to enable us to fom
an opinion.

Mr. Rothschild; I quite understand, but my idea is to
wcfk in the other direction, to make it as large as possible.
In other words, New Yo~k is to represent the foreign trade,
perhaps, and all the other reserve cities --

The gecretary of the Treasury: Concretely now, what do you
think New York should embrace in the way of terrgtory?

Mr. Rothschild: I think jyrew York should embrace the whole
East, excepting perhaps Boston, and my view would then be
perhaps to have a bank more as a model bank in Washington,
until we ork out the workings of this rasserve bank svstem.
The Federal Board can chanze these reserve banks if they do
not work out properly, and I thought as an experimental bank
tp have one in Washington, New York p erhaps to be the only

" other one in the East, making it v~y strong in reserves, so

that it could handle foreign tmde business.

The Secretary of Agriculture: You mean to have two reserve
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banks.

Mr, Rcthschild; To, ¥Yew York to be one bank -- ¢h, no,
e.ithe*, or in fact, nine. If you make New York particularly
strong, I favor perhaps having nine. My idea was New York,
Washington, llewOrleans, Calveston, 3an. Francisco, something
in the Northwest, perhaps Spokane, or Pgrtland, tc handle
Alaska, and the lNorthwest, and San Francisco to handle the
Philippine trade and the extreme West, and Galveston per-
haps to handle the Gent-al Americun and extreme southwest
and NeWw Orleans to handle the middle South, and St. Lowuis
and Chicago, one to handle the middle Rast and the other the
middle West, giving us perhaps nine, but making New York the
principal one.

The 3eoretary of Agriculture: vaking M=w York relatively
strong?

!’r. Recthachilad: Ygs. Tere ¥ou have a natural reservoir
which has created itself by its natural location, as lir.

' Fent sars, for important reasons, and there is nc law
that can take that away. Tvevyvthing gravitates there., In
Rgyvpt in the old days, “hen they did not have the Asscuan
Dam, they had floods, and famine and drouth, and sinc:z they

have had it, they have this natural reservoir and let out
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thel~ cvrent of water as ther nead it. In the same way
here, I think as the "Tnited Statss Government is joing to

ccnt~0l all these banks, I dc not sees how any p “ecnde=ance
is soing to be harmful because they can residscount, and rou
can draw away from ew York if it gets tcc large a surplus.
You can rediscount ri ht in 7~w York alwayrs.

The Secretary of the Treasury: ave you anything clse to
su;rest?

Mr, Rcthschild; If T might ask a point of information --
I dc nct know whether that i3 in order.

The Secretary of the Treasu~y: Vell, the committee is
se2kinz; info-~ration.

¥r. Rothschilg; A pcint ¢f infcrmation.

The Sac retary of the Treasury: I do noct know whether we are
in a position to give vou that informatiaon.

1. ?othschild; As tc how the gold situation will be
handled, 80 that our pecple will know.

‘ The Secrata™y of the Treasury: That i3 a matter fcor the
‘ Federal Peserve Bogard to deal with.s The arganization Com-

mittee i3 not concerned 7ith theat.

kKr. Rethschild: Thers ure 30 many of cur friends here in
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HNew Yok who are interested to know hiow that will work --

The 3ecretary of the ’Z‘;'easz'.r;r: That is a matter for the
Tederal Reserve Board to deal with.

Mr. Rothschild: I might say fu-ther, if you wild allow
me a word more, my idea in naming these cities would be
~athe~ to (e~ ~"mander the district sc that would meet with
the regerve requiraed by the Act to make them strong enough.

The Secretary of the Treasury: Thank you. The committee
will take an adjoumment till three c'clcck.

Whereupon, at 1 P.}., & recess was taken until 3 P.IL
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STATE'E-T OF GEORGE C, VA¥ TUYL, JR.

The Secretary of the Treasury: Ir. Van Tuyl, you are the
State Banking Commissioner of ¥ew York?

Mr. Van Tuyl: Yes, T am the Buperintendent of Banks of
the State of Yew York.

The Secretary of the Treasury: Are you familiar with the
problem imnrediately confronting this organizatioa?

Mr, Van Tuyl: T might say yes, in a general ‘ay.

The Secretary of the Treasury: Ye are charged immnediately
with the duty of dividing the countiry ihto not less tha:
eight nor more than twelve districts, and the establishment
of a FTederal Reserve Bank at some convenient point in each
one of those districts. The committee would be glad to
have any suggestions or views that you may care to submit
with reference to the most apmropriate division of the
country, or the most advantageous division of the countiry,
and particularly that part of the country with which you
are more especially concerned,

Mr. Van Tuyl: T think it essential that Yew York City

should have one great big one. Tn that zone should be the
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‘ States of Yew York, Jonnecticut, Rhode Tsland and New Jerser .

The Sectetary of the Treasury: Then is it your idea that
Boston s™ould be the reserve city for the remminder of the
New Ingland States?

wr, Van Tuyl: Yes.

The Secretary of the T:*eﬁsury: “here else would you
Place these banks?

Yr, Van Tuyl: T thiuk Chicago is very essential,

The Secretary of the Treasury: That would be three?

¥r. Van Tuyl: T am nct familiar with St. Iouis, but it
is a central reserve city at the present time.

In the far west, the State of Yashingion ..eds one very
badly. Yhether Seattle is to0o much on the Coast or ot
T do not kaow, or whether it should come back further, to
a city like Spokane.

Saa Francisco is esseatial, How mm:sy have T goi now?

The Secretary of the Trea.sury: You have aamed s ix.

r. Van Tuyl: One at Yew Orleans and onie over in the
cotton Belli, in CGeorgla, right in there somewhere,

The Secretary of the Treasury: Yould you suggest Atlanta?

ir, Van Tuyl: Yes, Atlanta would be a good location,

The Secretary of the Treasury: YNow what are you going to
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do with Pennsylvacia, iaryland, Virginia and Vest Virgiria?

Mr. Van Tuyl: That being the case, T will put Pennsyl-
vania in the New York district, 7Tt is a hard thing to
divide the country up into just eight districts. Give me
about two more and T think T could fix the whole business.

The Secretary of the Treasury: You ray do tmat. You
kiow we have the power to make it twelve, if necessary.

r, Van Tuyl: T am familiar with the Pacific Coast
Yorthwest, and it is absolutely essential to have one Federal
Reseve Bank in the State of Washington.

The Secretary of Agriculiure: Have you had experience
out th. e”

Mr, Van Tuyl: Yot in the baniing business, but 1 kaow
the way the banking business is couducted ocut there, and the
way the poor bankers have to keep their reserves iu their
vaults, a great deal more than is required by law, They
lave to do it to answer the needs of the business out “here.

The Secretary of the Treasury: Would a Pederal Reserve
Bank at San ¥rancisco, with branches at Seattle and Pori knd,
or through that district, serve them sufficiently well?

Mr, Van Tuyl: Yes, possibly it would. You see there is

not much banking business right around here in the Kocky
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‘ Mountain section, North and South Dakota aud Yebraska
and that region will maturally be iributary %o Chicago.

The Secretary of the Treasury: Iow gettiag back to
Penisylvania, if Pen 'svlvania and Aryland, a.:d possibly
Virginia, 7est Virginia aad Delaware were in the same
district, where would you coa:sider that the Reserve Bank
had best be loc ated?

Ur. Van Tuyl: A brasch should be established at
Philadelphia, of the Yew York bank.

The Secretary of the Treasury: ™ot ualess it was i the
sane district with Mew York.

., Van Tuyl: “ot unless it was ia the same district.

The Secretary of the Treasury: ™o, they can only estab-
lish branches in the same district.

!>, Van Tuyl: Oh, yes.

The Secretary of Agriculture: 71t is a littile difficult
to mke the proper divisious ofThand.

Ir, Van Tuyl: Yes, indeed it is. That being the case,
if we could have bra.ches, T would put Pe usylvania ir the

° Yew York district, acd everything dowvn to Yest Virginia and
Virginia, because the teadency of everything is that way,

The Secretary of the Treasury: You would gel such a
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preponderance of capital and resources in the ¥ew York bank
that you would not have much left for the rest of the country.

Mr, Van Tuyl: YNew York is a pretty big td.v'n, and requires
an awful lot of banking capital, :

There is another thing that must be remembered. ¥New York
City serves pretty nearly half the United Stateé as a
depositofy of individuals. That has hardly been realized.
All through these states, you my go as far west as Phila-
delphia, in sm 1l communities ~here there is no business or
manufacturing, they all depend on Mew York City, notl ouly
as a depository, but for borrowing purposes as well,

The Secretary of the Treasury: As you uanderstand, of
course, the Reserve Banks are merely holders of the reserves
of member banks.

r. Van Tuyl: Surely.

The Secretary of the Tremsury: They arc 0%t bauks of
deposit, generally speaking,

", Van Tuyl: Oh, T understand that,

The Secretary of the Treasury: A:d they are nol intended
to interfere with or to alter the no"mml cou-ses of busiress
or to —evolutionize those things at all. They are intended

to hold the reserves, and to re-discount *he paper of the
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‘ banks, as well as to perform certaia other functious. So
that, being a depository of that character, the extent of
the capital and resources of those banks is oot so important
as if they were cngaged in the general banking business,
and were standing alone as separate units.

Y¥r. Van Tuyl: Oh, no,

The Secretary of the Treasury: 1In that view of the case,
and also taking into cocsideration the fact tlmt these
various units that my be established will be thoroughly
coordinated through the Federal Reserve Eoard, and that for
certain purposes their resources can be more or less availed
of for the protection of *he system, do you think it so
important that the Yew York bank should be so preponderant
as 7 ou suggestied,

¥Mr. Van Tuyl: Of course, T am only looking at it in this
way: .Fo doubt the clearings of Vew York are enormous. The
change of money is so enormous that.'when the emergency
currency is required and required quickly, as it will be,
there will be a bigger dema:id for it in the large centres
than there will be over here in the parts of the country
where population and business are not so conc entrated.

The Secretary of the Treasury: There would be nothing in

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



G George . Van Tuyl, Jr. 4«23

. the size of the “ew York bank and :iothing in the mrtter of
policy that would make it impossible for the member banks
to draw their required currency so long as they could put
up the eligible paper, the liquid paper required by the Act,
and also mmintain their necessary gold reserves.

Mr. Van Tuyl: There is probably more liquid paper in
this section here tha: the:re is in the rest of the country,
and when tlat comes ij it will require a gireat big bank to
take care of it.

The Secretary of the Treasury: Exactly, but if you
exhaust the resources of the Federal Reserve Eauk for that
purpose, you can have recourse 10 the Federal Reserve Board.

¥r., Van Tuyl: Yes, that is true.

The Secretary of the Treasufy: That is &tanding over

: issue
and above the whole system, with the power to currency
in times of necessity against this liquid paper, and these
liquid assets, and tat is one of the elements of strength
in the new system,

., Van Tuyl: But that does rnot change the fact that
a larger bank will be required here than in San Francisco
or up here in Dakota.

The Secretary of the Treasury: That is very true, and
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~ that will automatically follow, no miter what your divisioz
of te:-f'itbry is, because the baaking capital a:d resources
of each feserve Bank will have the relation of six per cent
of the combived capital a»d swplus of the member banks, so
it is bound to be in proportion,

Hr, Vau: Tuyl: %ill that be large enough?
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The Secrestary of the Trsasury: Vall, that‘ia a question.

The Sacretary of Agricultura: VFith ths rssarvss and
Government derosite which hsretofore,'you know, excapt
in a cursory way, have bsen withdrawvn t2mporarily from cir-
culation.

The Becretary of ths Treasury: And in addition to that,
ths prow:r which ths Fedzral Rss2rve Bcard may sxerciss,

I mcan which may be exsrcisasd through ths Fedsral Resarve
Board, of obtaining circulation against their liquid as-
scte.

¥r. Van Tuyl: Yes.

The Secratary of Agriculture: Your original idca was
that New York ought to includs Connscticut, Rhodz Island,
New York and Naw Jarsesy, and your difficuity aross from
taking cars of thes rest of ths country.

KMr. Van Tuyl: I believz that the sizs of & bank should
be the banking corrunity that it covers. Right in Naw York
Statas elone our stats institutions havs one sixth of the
entire banking power of the Unit:d States.

The Ssorctary of Agriculture: Whare would your citics
naturally come, .t0 New York?

Kr. Van Tuyl: Yes.
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~ Tha Sscrstary of th: Treasurv: You mean the entire
stato?

Mr. Van Tuyl: Ves,

The Bacratary of the Trsasurv: Puffalo, Syracusz, Ro-
chestzsr and &ll thos2 cities wculd normally come to Now
York?

Mr. Van Tuyl. Yes, sir.

The Sscretary of the Treasury: And ought to bz enbraced
within the district? '

Mr. Van Tuyl: PEy all means. It has been ¢hs sstablishad,
custor, of coursz, and I think that business has sort of
arranged its2lf in that way. I think it would be alroset
& hardshipy to make it otharwisa,

Ths Secrotery of ths Treasury: Ve thank you very
much, Mr, Van Tuyl.

STATEMENT COF MR. JAYES H. PERKINS.

The Secretary of thz Treasury: You may state your
full name, Mr. Parkins.

Mr. Perkins: Janmes F., Parkins, Prasident of the
Naticral Conrarcial Bank of Albany. ¥r. Coggswsll and
mys2lf are here rerresenting the Albany Clearing Foussz.,

Ve siprly comes down to go on racord as requesting that wa
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‘l' be included in the Naw York District. We think that
the comuarce and the business of our part of the country
is in the habit of dealing with New York, and that it
would bs very ruch more convenient, both for the banks
and for the comrerce of the state to coms here than it
would b2 to bz included in any of the other districts.

Thz Secretary of the Tregsury: Are ycur exchanges
almost wholly with Now York, M¥r. Parkins?

Er. Porkine: Fell, ws do a very large colleoction busi-
nese in Albany. Albany is a reservs city, vou know,

The Secretary of ths Treasury: Yes, I know it is.

Mr. Psrkins: And the Albany banks have made it a
rractice of collecting items all over ths country, so
that last year the three national banks of Albany put
through items amounting roughly to bstween 24 and 3
billions of dollars.

Ths Bscretary of the Treasury: Do you collact those
items without charge?

‘\ Mr. Perkine: Ve do without chargs; we are pald through
balances; of course we are paid for collescting.

The Szoretary of the Treasury: Put I mean thare is no

direct charge for collection.
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Kr. Perkins: No direct chargs, no. Fe are pratty
fawiliar, of course, with all of New England and New Ycrk,

The Szcretary of the Trzasury: Where would you say
that Varwont, for inetance, and Fastern lassachusstts,
shovid go?

¥r. Parkins: I should think that Vestern Massachusstts
from Pittsfield would go better in the Fow York District
than in the Boston District. I think th: businsses comes to
New York; but east of Pittefisld, I should think it
should go to Boston.

Thes Bz2cretary of the Treasury: How about Verront?

¥r, Parkins: ™3ll, varmont ie nsaror New York. That
is, for instance, if vou rut a branch in Albanv, we will
say, it would be much closer from Vermont thanr it would
be to go across hars to Eoston. Ths railrcad ccnnaction
ie pore north and scuth than it is across the state.

Fe have felt that this whole district, including Vest-
ern kassachusette and parhaps Veruont, New York State,
New Jersey and Connscticut ;-

Ths Sseretary of the Treasury: You meen Northarn Naw
Jerszy, I prasume?
Mr, Psrkins: Yes, probably so, I do not know. I have

not talxed with pany of the ¥ew Jaresy bankars, but thoss
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I have talked withwould rather be in the N2w York Dis-
trict than in some other district.

The Secretary of Agriculture: The western part of
Vermont, vou speak of?

Mr., Perkins: Yes; I should think Burlingtonand Rutland
and those towns are &ll hitchad on with Albany and New
York, and come through that way, whereas Bsllows Falls
and Fhite River Junction, etoc. on the Eoston and Maine
Railroad, would run into Boston.

We also want to call the attention of the Committee
to the fact -~ I do not know whather vou want to diecus;
branches or not -- we think ws are pretty well located
for a branch there. It is no particular advantage to us,
butAwe are a central roint and it is a good distributing
rlace, and we thought we mould sinply call that to your
attention while you are here.

The Sescretary of the Treasury: Yes. The Organization
Committse is not chargad with that duty. However, w2 gre
qu;te willing to have suggestions about that. It is
very good to have them in tha record.

The Sacretary of Agriculture: Does Mr. Cogsewsll de-

sire to be hzard?
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Mr. Coggewell: ¥r. Psrkine has said 21l I would wani
to say.

STATEMENT OF MR. HEVRY CLEVS,

The Secretary of the Treasury: MNr, Clews, w2 undzr-
stand you want to be heard, and we would bs very glad to
hear frox vou now.

¥Er. Clews: I sketchad out a littls rlan with refarzncs
to ths designation of all the 2ight banks which it ie
propcsed to heve, and 1 would like to trzat them as a
wkele, if you will pernit wa to.

The Sceretary of the Trsasury: Cartainly.

Mr. Clews: It will take but a faw momenta. The now
law has much to comrend it, Mr., Sscratery, and it is as
rerfact & piece of lsgislation as could rosaibly be ob-
tainad undar existing cirocumstancss and conditions.

Fith anendnants latar on, I considar it a great step
forward in sound constructivs finqncial lagislation.

It will do nuch towards disarming rublic hostility to tha
80 called Foney Trust, for such & thing in th: future will
be imrcesibls, and the gain from classification of rublic
orinion will b3 irransz.

In dAividing the ccuntry into districts,l would sug-28t
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the fawest nurbar possibls, which is sight. Thes2 night
be Naw York, Boston, Baltinore, Neow Orleans, Chicago, St.
Louis, Omaha and San Francisco. This nunber is fully as
large &s should be parnitted, to start with, in wy orinion.

Th2 Ssoratary of Agriculturs: Vill vou givs those citizs
again, Mr. Claws,

Mr. Cizws: VYaw York Citv, Boston, Baltirore, Naw Or-
lzans, Chicago, St. Louis, Oraha and San Francisco. And I
will give vyou the reasons why I have designated thase
differant citiss.

This nurter is fully as large, alsc, as shculd be por-
wittad to etart with, I think, Ths greatar th: nunber
of regional banks, the waaker scms must ba, and the greater
tha orrortunity for frietion and locel joaalouaies.
Corncantration will atrangthen thz naticnal btanks for naet-
ing ewsrgencies, and facilitats procrt action.

Now Yori naturally rosszescs a big rrarondarance of
banking rower, th: result of its great cop:s arcial and
geograrhical advantages. New Yori is th: Nation's gate-
way. Now York is ths Nation's clz2aring house, sinca more
than ons half of the bank clearines of ths entire country

are made in this Citv. Navarthalesa, thar: is no r=ason



A-h Henry Clawse &hd

‘ for arrrshension or prejudice rsgariing ths madues influ-
ence of Naw York in th: Reserve Board, because only about
one saventh of th: national bank resourcas are held in
this city. The prorortion cf state banks and trust con-
panias is rrobably much about tha same. It is
essgntial +that as little hindrance as rossible phould be
rlacsd upon the frae movament of banking fa&ilitiae,

a further argument for creating as f:w regional banks
as roesible .

The roint next in importance to New York should be
Chicago, which ocomas sacond in banking rowsr and
clearing hcuse activitiss., Chicago should cartainly ros-
s2es largs banking facilitiss, for th: reason that tho
handling of tha crors, to a vary largs extent, falls uron
that point.

Boston probably ranks nsxt to Chicago as a banking
eanter, and would vory likoly be largsly depand:nt upron
for taking care of the Nuw England District.

. Philad<lphia and Pittsburgh ars hardly sntitl:d to
szlsction, and would b:ttar con: und.r ths District of
Now York.

Vashington has b.:n named as a point of s:lzotion,
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but is objoctionable becausz too much 2xros.d to rolitical
influsnc2e, and it is a non-comr:rcial city.

Baltizors would b2 a much bettzr s:lsction, inasmuch
as it could cov:r cvarything b:tw2.n th: N:w York Dis-
trict and Now Orlcans.

Nsw Orl:ans, of n2cessity, would bs a moet important
roint, not only on account of its rarid comrarcial growth,
but also becaus2 a large rrorortion cf thc cotton crop
must be financ:d at that point.

8t. Louis and Omaha are worth naming as rsgional can-
t2re, for similar, thcuch l2ss rronounczd, rsasons, &8
Cricago. : ﬁ’“

e

San Francisco is, of course, pre-eminsntly th: banning
centsr of ths Pacifio Coast. Doubtloss thc rival citiss
of Los Ang=2lss and Portland would like rorroscntation,
but this is objsctionabls for ths resason that a multi-
rlication of banks would rrorotz friction and lese2an
that sasy flow of banking facilitizs which is absolutoly
nacseesary to 2fficisnt working ofths naw law.

I nes2d hardly add that for a succ.seful outcors much
dop:snde uron th2 charact:r and ability of th: m2n who

ars to s:rve upon this Board. Th2 corrznsation is not
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large, and war will hav: to b: found who will bz glad to
s2rve for honor sak>. Thzr. has b::n no lack of such
pen found for th:e Suprzmo Court and othuor appointivs
resitions, and though such man are difficult to sszcurs,
thsy cen undoubtzdly bs had for th: s2arching. That is
all I hav: to say.

Th: Szoratary of th: Tr:asury: "2 thank vou v:ry much,
Kr. Clawsn.

The Scorstary of Agriéultura: Mr. Cl:ws, do vou thirk
th> szcticn from N3w York to Baltimors, canm b3 takosn cars
of by banks at thoss two 2nds?

¥r, Clawe: I do, indazd.

The Sscrstary of iééicultura: Have you comparad th:
banking powsr of ths nawer comrunitice, like Dallas and
Fort Yorth, with N:w Orlszns?

¥r, Cl:we: No, I have not. I hava not gon: into th:
datails., I have gre2at confidincc in our Secr.tary, and
hies associatos, to d:t.mins thoa: quostions, and thor.-
'forz, I have not rrarared nyvs .1f to talk on thos: roints,
I bavs nothing mors to add to what I have said. I think
thet covers ths ground, if vou will perrit me to close

with that, I am much obligsd for th> privilzags of an-
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‘ r2aring b:fore vou, Mr. Sacraztary.
Th:, Szcretary of th: Trzasury: Not at all., ": arc
much obligz=d to vou.
Ar: th:rs any othor gentl:nan who d:8irs to be haard
now? If not, the Comnitt2s will close th: hazrings

in Now York, and ths next hsarings will be in Boston.

("hereuron, at 3:32 P. M., thz hiaring was adjcurnzd

to meat in Boston Friday, January 9th, 1914.)
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