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2. Iy

Boston, Mass,, Joanuary 9th, 1914,

T AL ETETE

j The Organization Committee met pursusnt to sdjourmment st

| 10:00 A, ¥,

| Present:

The Becretary of the Troasury.

The Seorstery of Agriculture,

Appearsnceas
Boston Chambor of Commerce;

! Ao n. cﬂolidgl. Jl‘.. Prasident
Boston Chamdber of Commerce,

E, G, Proaton, Treasurer,
8, B, Piexce & Co,, Grocerxs,

Mgh Banoroft, Chairmmsn,
Dirsctors of the Port of Boston,

0. ¥, ¥, Spresgue, Profaessor,
Banking snd Pinasnce, Harvard University,

¥r, Georga Abbot Brown Broas., snd
Mr, Farnsworth of Kidder Peabody & Co,,.

on Forelign Exchange,
Boston Cloaring House Association:

2, P, Bl.l, ?r.'ld.nt.
8scond Natienal Bank of Boston,

¥, A, Geston, President,
¥ational m-upt Batk of Boston,
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Massachusoetts Bankers® Associationt
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C. P, Blinn, Jr,, Vice-President,
¥ationel Union Bsnk, Boston,

Alfred L, Aikxen, President,
Vorcester Kationsl Bank, VWorgeaster,

J. ¥, Bawyer, Cashier,
Union National Bank, Lowell,

H, M, Batchelder, President,
Mechanics National Bank, Balenm,

H, G, Towmend, President,
Fitchburg Nationsl Renk, Pitchdurg,

H. B, 8hoe & Leather Association:

:. r. 'm"in' Of '. u. 'cn"m “ cot.
¢c. 0, Hoyt, of Parnsworth Hoyt Co,
L. A, Ooolidge, Ireasurer, United Bhoe Nachinery (Co,

Henry L, Higginson,
Lee Higginaon & Co,

John J, Nartin, President,
Bxchangs Trust Co,

B, A, Ximball, President,
Naechanics National Bank,
Obncu‘d, X, HQ

Ae M, Heard, President,
Muoakeag National Bank,
Manchester, X, H,

¥r, Tart, Preosident,
Nechaniocs National Bank,
Providence, R, I,

¥r, Lucien 8harpse,
Brown & Bharpas,
Providence, R, I,

¥, B, Brackett, Cashier,
Peoples ¥ationsl 3ank,
Brattlsboro, vt,



et 453

P, ¥V, Adems, Csshier,
Murchants Nestional Bank,
Bangor, Xaine,

George A, Curran, President,
Internationsl Trust and Banking Co,,
Calais, Xaine,

¥sthan D, Prince, Csshier,
¥indham County National Bank,
Dumelson, Conn,

! George W, Goss, Cashier,
Firat Yationsl Bank,
Lewipton, ¥aine,

John K, Bates, Prssident,
Pirat Nstionsal Bank,
Portamouth, ¥, H,

¥red P, Partridgs,
Home Xstional Bank,
Holyoke, Hass,

RS ERUAN I SR ¥ 5

H, '. ﬂtmnl. rr"‘d’nt’
Hartford ¥etional Bank,
Haxtrord, Oonn,

Hon, Duvid X, Valsh, Governor of Nassachuseits,

EENEE P SRR

Hon, John ¥, Fitzgoersld, Mayor of Roston,
Hon, Josiah Quincy, Ex-Hayor of Bostonl

Py

Congressman Nitohell,
Congresamsn Thacher,

Congressman Phelan,

SN e ey

Gongressman Curley,
Hon, Thomas J, Kennsy, Osndidate for Mayor,
¥r, ¥, ¥, Hansfisld, Stats Tressursr,

Nr, B, ¥, SBtevens, Yormer Btate Iressurer,

Sme s i o
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Genersl Charles K, Taylor, Publisher Boston Globe,

Reprusentative of Boston Post,

f Representative of Boston Americen,

¥r, Clarence ¥, Narron, Publisher, Boaton News Bursau,

¥r, Charles B, Btroecker, Publisher, Pinancisl News,
: Boston Real Estate Exchanges ,

P, H, Viaux, Sec'y-Erecas,, Boston Real Estate mnang&.
Holyoke Board of Trades

ekttt e

¥r, Jemes Parfitt, Prosident, Holyoke Board of Trade,

Nrx, ¥. B, Partridgo,

p

MUr, 8, A, Mohoney.
nr. H‘ B. nl.n‘
Springfisld Board of Trades

AN AT e T R B

i Pall River Chamber of Conmerces

Robert 0, Davis, President, Fall) River Chamder of
Convzerce,

Lynn Chsmber of Commereel
Henry R, Sprague,
(¥ewPort (N,H,) Board of Tredes

ey

‘rq Bauuel D, Lewis,
My, Perley A, Jsokson,

f
J
!
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The Secretary of the Tressury: Vr, coolldge,

STATEYBYT OF J, R, COOLIDGE, JR,

, Yr, Coovlidges Gontlemen of the Bpeolisl Coxmittee, we
welcome you gladly here to Boaton, and thankyou for the

| careful plakning of your journey thet leads you to visit
the geversl regions of the country that have alaims upon a

regional bank, Ve are confident that your committee will

bring in no minority report; snd you will excuse me if I

| soem Lo assume in advonce the declision that we unsanimoualy

" hope you will reach.

We have taken it for grsnted that in estadlishing not

lass than eight rogionsl reserve banks, ones of them would bes

T TIT TR e

- gi.tusted in Boston, I do not, however, propose to mske any
srgument, I wish to thsnk you for honoring us with your
| presonce snd to sssurs you that the speskors who coms bsfore
you will present the gase fully, convincingly, I trust,
snd concisely,
I weleome you sgain snd thank you for ceming., (Applsuse)
The Sgorct-ry of the Troasury: ¥r, Coolidge, and
gentlemen, On behalf of the Committes I desire to thank

You eordially for your very hsarty greeting and te say that

k of St. Louis
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| 4t gives us a great deal of pleagure to he hers, I desire

| also te thsnk you very heartily for the courteay of the

Chamdber in placing these rooms at our diepossl while we axe
here,

I may say, in this comnegction, that the purpose of the
camittes in vislting the different sections of the csuntry

is t0 elicit such additional information as we can get which

; will shed 1light upen the problum gonfronting the Caxmittae,

Under the Fedorsul Ressrve Aot we are required to divide the

§
h country into not loss than eight nore more than twalve
g
f

districts, and to select the location for the headquarters

of each Federal Bank within those districts,

I think there is sn impression that only one bank will
be located in esch distrigt, Yow that is true 30 far as the
hsadquarteras banks are omc;rnod, but 4t 4s not true in
snother sspeet of the case, These banks ars permitted to
have branches, and through that muchinery it is expescted
that thess facilities will be plsaced at the dispossl of all
parts of the district, soc that the bunks m~cvery parf of
the respective districts will be uiﬁdn easy reach either
of the hendquuhn bank or som: ons of its bLranchea,

Now we quite understand the loesl pride which prompts

org/

of St. Louis
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gth-: vsrious cities to enter into friendly contest for the
‘headquerters of those banke, At the same time, gentlemen,
'this 15 » brosd snd most importent economic problam, It is
2Im'st. a politicel problem, it is an economic prohlem, This
fCommittoc is not on a polites) expedition, we ars not on &
E.iunket; ¥e arc ‘erc for business, and we intend to dsal
twith this proposition in a strictly business feshion, If
EI may bo permitted te say 80, I think we have arrived at a
point in this country when ths people are anxious to have
thess problems dealt with in & thoroughly business-like and
straightforward fashion, The purposs of the committee in
noking this trip is to bring the facilities of the comittos

into convenient accesa to the people of the country, so

all the people, acquire knowledge of their views and
desires send their economie conditions,

Yow, gentlemen, thers ars » great many hers to be heard
snd who wish to be heard, ﬁu time at ths disposal of the
coazmittes is necessarily short, Ve cxpecot to close thess
hearings tomorrow at twelve o*clock, I want to ask you if

yYou will not kindly sddress yoursslves snd the informstion
we shall akk for te the guestions whioch the gommittes may

‘ank,

Federal Reserve Bonk of St. Louis

thet we cen expeditiocusly and as conveniently as possible for
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I 4o not know that eny orstory is intended; I m doing
most of it myself, it suexs, snd I think I ought to ocub 1t
short} but we want informetion mors partioularly ss to the
courses of exchenge end of business tranamctiogs in thias
soction of the country, Ve know Boston’s commerciel importe
snoce, Ve do not need to be informed about that, Ve do
want to be informed sdout the gensral conditions existing
in ¥Yow Englend; what part of the tusritory of New Enpland
will be best sorved, for instsnce, by the location of a
hesdquarters bank in Boaston, wheither some part of it should
g6 to YNew York, or whether any part of it should go to ¥Wew
Torky 4f & Poduxdl Reaerve Bank should be established thers,
That is the ghief point upon which we desire information,

Will you p&mit ma to rise to & question of personal
privilege, as they say in Congress, Xy attention was
called yeaterdsy to an sditorial in a Boston peaper, and
vwhich seamed to bs & repetition of a statement which i
sppearsd the previous swmmer, and %o which zur attention had
not been bafore dirsoted, in vhich the stetement 1m mede
thet I had seid that I favored the Tariff Bill because it
would %zet® Now Englend., Now X should like to say with as
much emphssis as I cen command, thet nothing eculd have baen
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1 more foreign to my thought than such & statement, And I
would have more contempt for myself than sny citisen could
have for me, if I felt thaet I was capable of moking such &
statemont,

In the first plecs, any men who spsumss public duties
. owes & duty to the entire couniry, snd certainly, as far as
' X sm conocerned, my only desire in public lifs is to benefit,
| 80 far as eny lsdor I smy expend, the entire country without
g refersnce to eny section., (Applause)

As & matter of faot, three yoars ago I had the oppor-
tunity to appear before the Beaton Chamber of Commsres,
which honored me with sn invitation to sposk, and I took
1 sdvantage of that occasion in concluding my remaxks to
express the very great and unetinted sdmiration which I have

alwsys entartsined for the peojls of Naw England, not only

-~ o

for their schievemonts, But for their history and the grest

e

part they hxve played in the development of our great snd
| beloved eountry,

PR e LT

f
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President of the Boston Chember of (ormarce,

v e I

¥r, Coolidge: Mr, Becretsry, I em only going to teke a

moment of your time,

In order to demonstrste that fact

!

‘.

\.

|

STATENENT OF J, RANDOLPH COOLILGE, JR, \
|

|

1

I wz golng to stand while I speak: and while not attempting \

to instruct the Committse in regerd to thse gommorcial import-

&nce of New England, perhaps in the four or five minutes

=t

: which I shall ocoupy, I may be psrmitted simply to pro=-
sent the points of view which we have,

I should like rirxst just to remind you that in this
1ittle seotion of Mew Enghand, composing two per cent of the
axrea of the United S3iates , there is saven por cent of the

popukiion and 14 per cent of the productive edility of the

country, That it is not s declining sbility, I should

31iks to illustrate by ealliing your attsntion to the figures

of the four great industrisl districts of the country,

New York, Chicsgo, Philadelphia and Boston, during the lass

ive years, the percentages of which are in order, ¥ew York

2 per cent incresse, Chicage 20 per c¢ent incresss, Philas-

slphia 26 per cent incrssse, snd Yew mélmd 29 per cent
sresse,

While the msnufseturing industry is not the full messure of
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J. Randolph Coolidge, Jr,

. the banking necessities or regquirements of the distriot, it
'5 does point out somewhat its commercisal greatness,

¥ay I Just soy a word with regard to our three great in-
~dustties, cotton, woclen snd boots snd shoes, the production
i of which in the entire country is about $500,000,000 ssch
. annually, snd of vhich Hew Englend produces more t han 50

t

;‘ per cent each,

; When you consider thst ours is sn 0ld settled portion of

i' the country, snd that our industries were develéped many

' yesrs ago, is not this & rather surprising statement?

: Tuke for exsmple the cotton industry itself, You sre

nl swere, gentlcmen, that there has besn s grest development in

in
cotton manufacturing/the South, but I think it will sur-

ijprin you when I sa)y that vherees the incrsase in cottom

AT

manutfsoturing for the country at large has been 39 per cent,

l the inoreass in Yow England has been 42 per oent, The very

JCX S PO N T

i general feeling hes preveiled that the inoresse in the South
ghu been at the expense of ¥ew England, Such is dist. inctly

fi not the case,

M

i With regard to wool our increass hes deen 40 per cent,

Q%whuo that of the country has been 34 per oent,

i

Il
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J« Randolph Coolldge, Jr.

Our cther great industry, boots and shoes, 1s more ltr1k1n§
even than these two. Here is an industry whioh has besen
springing up all over the Yeat and Northweat, in order to

get nearer the raw paterial and the dietriduting markets,

T RT3 R 4 S e e e ST LY,

and yet, vhile the increase of the ocourntry has been 43 or

—— T

|
:
43 per cent, we have maintained a uriform increzse of 34 |
per cent. i

I menticn these things werely to point out the 1uportanoe—i
the growth of Hew England and also the commercial importance
of Rew England,-~ aa perhaps ones of the bases upon which we
ask that a regional bank shall be located here at Boston.

We believe that a regional bank for Mew England, looanted
| at Boston, will serve ths interecsts of New England, far more
‘gatisfactorily than a branch of the New York regional bank
vould do.

The fundamental thiory in the rinds of the pecple who
produced this legislation, it seems to us, was that the
sections of the country have divergent requirecents, whioh
can best be served by the location of a regional dbank con~

veniently located in the center of the district, managed by

local people who ars familiar with the industries and the
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J. Randolph Ceoelidge, Jr.

various inter-related branches of the business.

Ve submit that that conditien, whicn we believe was in the!
zin's of the people who made this bill, rexints to a paouliar%
dezree in New Ergland. Here we are, off by curgelves, a
geographical entity, with common interests, and poasidly a
cermon language, the Yankee dialect. |

Our interosts are intcr-rolated, our money $s invested
zainly in certain prominent and highly technical lines,
lines which we know are thoroughly understood 1n,§ho oo~
rercial and banking busincnscq of Eceton and of Rew England,
which are alrost unknown outside.

Take cotton for example. The scores of mills in New Bss-
ford, Fall River, lLowell, lawrence, Manchester and
Naahua, are known root and branch in Boston, and in great
part are uttarly unknown in Xew Yerk or elsswhore. That is
true of the boot and shoe industry, and it is trus of the
woclen industry.

To §1llustrate that, and to show the importance of this

gontlexzaen ¢f the Committee, that about 1% years ago New York
trisd to supply its lack of information regarding wool '

paper by the establishment of a wool bank, officered by men
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J. Randolph Cocolidge, Jr.

competent to pass upen woel paper, with especial reference
to obtalning the Boston businesa, as it was then declared.
The effort was a dismal failure. Boston continues to de
the great wool market of the country.

There i1s ancther thing I should like juat to refer to,
and that is that Boston has never been financially dependent
upon New York and is not now. Ite industries were orsated
ard developed and have been built up dby Boston brains and
Boston capital. We wish emphatically to express the
opinion that the Boston reserve digtriot should include
the whple of lNew England, in order tc furnish the proper
basls of banking resourcee for a regional bank at Bosten,
which would then be one of the large bdbanke of the country, .
perhaps third of fourth. |

That ie all I have to offer, :Mr. Chairman, in presenting

the case (applau:é).

S8TATEMERT OF HUGH BARCROFT?
Chairman of the Port Directors of Boston.
The Sacretary of the Treasury: Mr. Banoroft, will you

pereit me to say thet I think the Committee would prefer to

ed.org/
Federal Reserve Bank of St. Louis
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H. Bancroft.

pursue its own method of eliciting this information, be-
cause our time is s¢ short in which to hear the 75 people
who desire to be heard here. We will just have to elioit
the particular things that e want to know about it.

¥r. Banoroft: 1In order to indicate the line of questions
that I desire to ask, I may say that, appearing for the
Chazber of Commerce, 1 am Chairman of the Directora of the
Port of Boaton. That might indicate the line on which I
ocould furnish you with information which you may desire.

The Secretary of $he Troasury: Have you acmething prepared
that you want to submit?

J¥r. Banoroft: Thers were two matters bsarirng upon the
port that I sheould like to refer to very briefly.

The Seoretary of the Treasury: Suppose you proosed, and
then if you have any special data, we will be glad to have it
filed and made an exhibit to your rewmakks. You may re-
zaln seated if you prefer to do so.

Hr. Bancrofts As the President of the Chamber of Commerce
has suggested, I will be brief if I stand.

The Secretary of the Tresasury: Please do not underatand

that there ie any unwillingness on the part of the Comaittee
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H. Bancroft.

to hear you.
¥r, Banoroft: We understand, I think everybody hers under-
stand the lixitation of time; but in view of the powera
and contermplated functions of the regional banke in faollitat-
ing :orconveniencing foreign commerce, we wish to bring
briefly to your attention the present situation.

A the president of the Charber of Commerce has presumptious
encugh to suggest it, I will exproass also the saxe suggeation,
that in viow of the provisions of the Act that there shall be
at leaat eight regional banke, I think that nsither ¥r.
Coolidge nor I are very b0ld in suggesting that the
City whioch is the third in the country as to bank olearings
and fourth as to bank deposits, i1s the natural selection
for one of the eight or twelve, unlesa there are some
very overwhelming resscns to the contrary; and that in
viaw of the provision that the location of rthe distriot
shall refer to the natural subdivisions of the business of the
country —— I do not attempt to use the exast language of the
Act, but that is the idea -~ unless some very good reason
i shown to the contrary, New England should de the distriot
of suoch a bank.

Now bearing upon that, from the partiocular point that in-
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H. Bmoroft .

tercsts me as speaking for the Port, a very serious effort
i3 being wade, and up to the present time with gratifying

results, to furnish at Boeton a second international port

| comparable with New York, and to close up the tremendous in-

{

| equality that has hitherto existed. .
© At any rate two years ago the State of Kassachusetts ntarte§
| ’
! a polioy of liberal appropriations for developing the port

3 here. In two years the result has dbeen the increase of

? the total foreign commerce of the port fromw $330,000,000 -
i ¥ include in the figures a large amournt of Canadian ia

. trareit business that 14 2;ne -~ to $335,000,000 the first
| year and $360,000,000 the sscond year.

I am epoaking of thesce things in order to ezphasise the
izportance of the convenience of the banks and the commer-
cial interests of the territory being properly subserved,
and the importance of having a bank as strong and as large
a8 possidle in order to sssist in this very important move-~
ment which we believe will grow here.

In 1913 there were 19 trans-atlantic lines ocut of Boston,
and five lines to nearby foreign ports, the Canadian ports

snd the West Indies, and 11 coastwise lines from all im-

- e it

i
3
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H., Banaroft.

pértant points between Eastport and Jacksonville.
In the year 1913 just past there have bsen fourteen eithert

f% entirely new lines or linee that have materially improved

;: their pervice. 8ix entirely new trans-Atlantic lines came

i very much

bero. Three trans-Atlantic lines/bettered their service

here and one of the neardy foreign lines has muoh improved

i 4ts service. Thare have been twmo new coastwise lines,

! one actually operating and the other ready to operate

through the Panama Canal, both coastwise lines to the

Pacific and tvo coastwias lines very waterially improved.

I apeak of that as an indication of what it is reascnabdble

i to expect in the next few years as to the conrerce of the port
|

| ©f Boston, and refer to the figure of $360,000,000 as the |

{ Torelgn trade of the port, of which the financing is sither

i done here eor might most advantageously be done hers.

! BTATEMERT OF OLIVER N. W. BPRAGUE.

i  The Secretary of Agriculture: Professor Sprague, you are
[ familiar with this Aot? “

Ir..sprnsuo: Yoa..x have given attention to it.

The Becretary of Agriculture: And with ths problems

i
!
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O.M.¥, Sprague.

confronting the Committee?

¥r. Sprague: I think so.

The flacrotary of Agrioculture: W¥We should be very glad to
hear your views as to the division of the country, and es-
pecially as to this seoction of the country??gs to the
deuirabllity of establishing a bank in this section.

Hr. Spragus: There would gsecr to me to be two questions
to be pettled in detcrmi ding the location of regional banks,
and the relative size of regional banks; first, the general
working of the syotem taken as a whole, and secondly the
gervice which could be rendered to the particular regions
intc which ths country may be divided.

If I ray, I should like to consider very briefly the 1utte+
prodblem first, and then go a little more into detail inmto
the problenxs relating to the general working of this asystem
of regional banks.

1 delieve if a regional dank ia estahlished in Boston it
will serve the business of the ocommunity better than a branch
of a Hew York Regional bank, because of the special nature
of many of the New England industries, requiring therefore on
the part of bankers special knowledge.

There is a provieion in the dill that regions shall be
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g deterrined with due regard to normal business convenierce.
| Kow business convenience in this conneaticn may be divided

into the servioce which may be rendered borrowers, and gecondly

service in connrection with exchange and making payments.

We can take the existing business conditiors and the require-
rents of borrowers as fixed. That will not be greatly
changed aa the result of the working of thie Act.

Methods of making payments will be vastly changed. At the
preaent time it is true that New York Exchange is a far bett*r
and more naﬁi-factory means in making settlezents between
banks than exchange on any othsr city; but under the working
of this system, the exchange on any city which has a regional
bank will be throughout the entire ccounty exactly as good
as exchange on New York. This 1o because under one of the

provisicns of the bill all regional banks are bound to take

at par checks on every other regional bank. Therefore it will
make no difference t0 & bank in New England where its balancps
are. Many banks in Bew Ingland find that the course of
payzent is now such that they have to provide their customers
with an enormous amount of New York Exchange, and naturally
feel that they would like to be connected with a New York

regional bank, and that would: be the case if th‘s systerz wers
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to make no change whatever in the methed of making payment;
but under thias system a bank which finde that there is steady
strear of payment to be made in Hew York. will find, and so
%ill its custorers find that checks and drafte on Boston
would be just as good a check as ochacks on Bew York.

This is my reascn for holding that in considering the
division of the country into districts, it is not neceasary
to give any particular attention to existing methods of mak-
ing payzents between different paris of the country.

There is one special reason in comnecticn with the ser-
vices to be rendsred by the regional bank in conrection
with exchange and payments for setting up & regional bank in
Boston.

Womlready have doveloped here through the Boston clearing
House an arrangement under which checks upon any bank de-
posited in all the various Boaton banks are gathered to-
gether and sent in bulk to the bank on which they are
dravn, This business here and throughout the country will
increase; whether handling it all entirely through regional
banke, or working in conjunction with clearing house or-
ganizations, time will tell; but it is clear that the

Boston regional bank can take over their business or develop

it far more readily than will be possible in any other part of

]
org/ . |
§
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the country. The result here will be almost at once
available as a sort of object lesson for the managers of
regional banke throughout the country.

Fow I will turn to the qusstion of the working of thie
é systen, and try to indicete certain considerations which it
. seems to me should betaken into account in determing the
. location of the rugional banks.
I am inclined to think it will be found that there are thrpe
| classes of rogional banks. One classof regional banks
i will be serving communities in which the local banke
have funds quite luxtiﬁiont to meet all the requirsments of
their locality, and have rsgularly a surplus in additiona That
is wore clearly the cass with New England than with any

othsar part of the country. A regional bank here in Eoston

will have less serious prodblems confronting it than a region
al bank anywhere slse, for the rsason that the loccal banks,
with their own resources, will be abls throughout the year tp
supply local requirements, and it may be expected that
local banke in this part of the country, to even a grester
extent than at present, will lend to other parts of the

country, either by purchase of commercial paper or by

.direct loans to banks in other parts of the country.
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|
|
§u111 on the average findi conditions asuch as to enable it to
%maintaina steady and comparatively low rate of diacount,
|

| There are other parts c¢f the country in which local re-

sources of the banks are ordinarily sufficient to meet local
'rcquirements. but are not quite sufficient at certain periocds
§of the ysar. In thess sections of the country ths resgional

i

;banka will very likely f£ill up the deficiency, zlthough in
[
'a measurs it may be met by tha investment of banking funds

‘rrom other ssctions of the country, as Rew England.

Then there are other sections of the country in which

the resources of local banks are regularly insufficient

to meet al) of the ordinary requirements of business borrow-
ora. In those sections of the country the regional bank
%11l have to be managed with a great:. deal of cars, becauce
there will be pretty constant preseurs upon them from local
banks for rediscounts.

Row, 1t i¢ impossidble a0 to divide the country as tec glve
each regional bank territory whioh will possess all of.thess
different characteristiocos. In erder to accomplish this |

1t would be. neceseary to divide the country by banks, put-

ting some southwesternm banke and some New England banke into

Digitized for FRASEF
http://fraser.stlouisfg@d.org/
Federal Reserve Bdink of St. Louis




ii'lg 473
}

C. 4. %, Sprague

oneé reglional organization. That 1s obviocusly out of the
' question. These differences in sectiocne exist, and are
. bound to manifest themselvea in different conditions which
%1ll have to be met by managers of the various regional

banke.

How it has been suggested that th is systom might work
better if in the northeastern part of the country there
was one enormously large bank, a bank which would include
New England, New York, Rew Jersey and presumably Penneyl-

vania, and perhaps a few states still further South. An

asrrangezent of that sort would geem to be golng counter to
the whole epirit and principle of this legislation, and
moreover it would ssem to me likely to prove unworkable in
places.

Insemuch as there must be eight regional bankas, the more
you concentrate in one, the saaller on the averags the other
seven must be, and inagmuch as it is in the rest of the
country chiefly that you find those conditions in whioch the
local banka are unable regularly to supply the entire de-

mands of borroweryg, you would be setting up comparatively
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. wesk institutions, just where thay need to be most etrongly

' buttressed and most carefully munnged.

L The contention hzs been made that it 1g necessary to

ﬁ have an snormously large bank in Hew York, bacause Kew York
ﬁ 1s the financial ocenter of the country and becaumse the

| gtrain in any emergency comes upon New York. It is per-
fectly true that that has been the ceee in the past. Under
our syetem gurplus Bunds have largely drifted to New York,
have teen employed in a considerabls measurs on the oall

i loan market, and aguin bocause New York Exchange has been
better then gny other exchsnge, & very large amount of com=-
i merscial paper negotiated through note brokers-- which ias
the kind of assets banks are apt to liguidate when subject
to etrain, bas besn poasible in New York. Consequently,
both through the liquidation of call loans, the payment of
commercial paper and the withdrawal of bank balances, New
York has in the past besn subject to an exceedingly severe

strain, more strain than it could withetand.
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Bu! under the provisions of this bill the strain which

e e T s

New York will bs subjected to in the future will be vastly !

v

T

less than it is at the present tims, partly dbecause Chicago

. and St. Louis and Boaton exohange will be just &8s good as

2T T

, any exchange. Commercial paper will not to such an extant

be payable in New York as at the present time. Csll loans

will not be the most 1liquid assets shioch banks can hold,

A= g e s

and therefore it will mot be through ths contraction of ctlll
u loans that bunks will seek to secure additional funds. Naw
“ York will dcubtless resain the central money market of this
country under any oystem of banking, but it will not bde
subject to any such serious strain as has bean the case in
the past.

The Beoretary of the Tressury: You think, in other worda,
Mr, 8prague, that the operations of thie system will tend to
restors or create & greater normality of sxchange than the
present system, as I understand you; tbhat thess varicus
regional banks, when once established, would tend to estsb-
dish more normal courses of exchange in the country.

Mr. Sprague: In the past, 8ll banks throughout the coumtry,

have carried considerable working balances in New York

because of the necessity of providing New Yorki exchange to
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; facilitate businsys in all their different localities, But |
if Boston exchange becomes just as good as Kew York exchange,
or Chicago or 8t. Louls sxchange becomes just as good as

New York sxchange, there will be no partictlar mneceasity for

having those balances in Hew York, no such great necessity.

. Thay will doubtless bte found there, but relatively thay
" will be less important than at prasent. And for all these

reasons, vhen there is an emergency in the future, it will

- e g ey 4 e

not be so severely felt in New York as it is under our

, existing eysteam.
t Let us suppose, for example, that thers is & regiomal '
 bank 4n the southwest; that the msmber danks down there
have lent to sbout the full limit of their resourcss; that '
i there have been considsrable demands on the regional bank

| in that section. Preausably the rogional bank then would ad-

vance 1its rate, and the rf!cl down thars would be rather

bigher than they.are here in New York, and about Boston, for
the time being. Then in all probability there would bs & con-

siderable amount of borrowing on ths paert of the southwest

in thie,section of the country. But if later, these New

England loans were cancsled, the -strain would not necessarily

i
{
1

A T T R R R

fall on Eaw York as is the oase under our sxisting systam.

\ i
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Bor if New England made loans to the eouth for the time
ébaing, and then decided to cancel thease loans, as a wmatter
iof fact the drain would come upon New York; southern dbank
ébalancos in Few York would bs reduced in paying New England;

|
. but the southern banks would borrow in New York, and having
;

arrangements with ¥New York banks about the sire of the

;balanocn which the southern banks carry there, the New York
, banks would be obliged to take over thses loans which New

|
| England was liquidating.,

Now that ie not going to be the situation under the

YT

éworkins of this bill. Conssquently, New York is not going
to b? e ubject in the future, even if we have periods of

; severe strain, to such s drain as has characterized the past
working of our banking system.

The Secretary of Agriculture; Another point, ¥r. Sprague.
It has been contended that we ought to have a bank of
dominant power in New York to create respect among Eurdpean
bankers gpr the system in this country. VWould you say some-
thing on that point?

Mr. Sprague: That wasythe point I was coming to next.

The bulk of foreign exchange businsss of this country goes

through New York, and doubtless the bulk of it will continue
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to go through New York, althcugh the growth of the businaual
in Boaton of late years han been very satisfactory and may
increaes somewhat relatively in the future. But it will
atill be true that the bulk of the business will go through
Hew York. 4And it has been zrgued that on that account and
in ordsr to establish effective relations with foreign .
banking institutions, it ie¢ neceesary to have the bank in
Nex York of imposing size. |

I think that this contention is based upon a very
dangerous agsumption. It is based upon the assunption that
these regional banks sare going to get themselves into such
shape that they will absolutely naed foreign assistance
from time to time. It ie a perfectly feasible thing for a
susll country to rely for funds with which to meet strain
upon a laréor country. Belgium, for example; the Bagk of
Eelgium carries comparatively suall amounts of cash, but
holds very considerable amounts of foreign bills on Paris
und on London; and in case of strain in Belgium, some of
thess holdings are ligquidetad and a few million pounds mors
or less, which can be withdirawn from Paris and Londcen with-
out disturbing these markets appreciably , when bdrought to

Belgium, a small country, have a pronounced sffect.

Federal Reserve®Bank of St. Louis
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* The United States, however, is in banking resources

'vautly bigger than any single European ccuntry. What we

,outside, would be so enormous in amount that Europe simply
 could mot provide it. They would set up arrangements and
!

?would obstruct the movement of funds.

|

I holi that thess regional banks must stand upon their

%own bottom, either eingly or as s whols; that they must
ﬁhave sufficient funis to meet any ordinary drain of gold;
:
is against us, to see fifty or sixty million dollars go ocut
|of the country without being at all disturbed. This ahould
:romain 2 free market for gold. It would be wholly undebir-
able, it seems to me, to adopt some of the obstructive
\methods whick have been adopted by central bsnks on the
Continent of RBurope to keep gold from going out. The

i reason they have adopted those arrangements very largely is

e

that they are endeavoring to conduct their banking business
upon too small a gold foundstion, Unless we are going to
beoome dependent upon Europs for funds with which to meet

occasions of financial strain, it does not very much matter

4

whethor this bank is imposing or not. If these banks are

R
ed.org/
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well handled, and they have a sufficient stock to supply !
such gold as may be takun cut when exchange is against us,

the size of the bank will make very little differsnce. It

foreign exchange business whatever. It influsences foreign
exchange ratea by raising its rate of diccounf, and so alseo
muy the Hew York bank influence foreign exchange rates by
BA ad vance in the rate of discount/ Eut the size of the
bank 18, in this connection, of no particular iaportance.

The Secretary of Agriculturs: To what extent should you
look to any particular bank to discharge that function, or te
the aystem as a whole, through the Federsl Reserve Board?

Mr., Sprague: That would, I think, depsnd upon how the
regionel banks are handled. I look upon the Federal Reserve
Board's functions as chiefly restraining functions. If the
regional banks are well handled, I do not belisve that the
Federal Reserve Board will find its dutiee very srguous. If,
hovever, the regionsl banks ares managed with a look of
conservatism, or if they begin to work at cross purposes

%ith each other and struggle for gold among esach other,
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the Federal Reserve Board would lave very much to do,

The Secretary of Agriculture: Wr. Bprague, have you

i tried to map out the country? y;
Mr, Sprague! I think that it is practioally impossidle
. for any individual to map out the country very efféctively.
. ¥y impression would be that there should be at least three
| banks in the eastern states, from Maine to ¥Florida, on the
' assumption of eight tanks, If there were to be twelve
banks, I should think there ought to be four banks in these
sastern states,
i The Secretary of the Treasury: On the assumption of
eight, where would you put the three in the foast states?
Hr, B8prague: T should put a bank in Hoston and T should

put a bank in New York, and I should prefer not to desigmte

the third ecity (laughter). T am not sufficiently familiar
with the relations of peopls in business and the course of
rayments and pso forth in those yarts of the country, and

with the railroad map, T think certainly there would be a
bank in Chicago and one in B8t. louis and one in Ban ¥rancisco,
But the area which troubles me as much as any i the north-
west, T should -not suppose that it would be very convenisnt
i f;r Beattle to de in with 8an prancisco, although I am not

i
Digitized for FRASHR

http://fraser.stlouisfgd.org/
Federal Reserve Bdhk of St. Louis




G Oliver M, VW, Bprague AR2

sufficiently well informed to be sure of that, And it weulad
soom to me that there might be a convenient arrangement to |
! nave one from ¥inneapolis running out to the Pacifiec Coaat,

The regions ssrved by the Great Northerm and the 8St, Paul

extonsion, and the Northern Pacific seem to me, although T '
,' am a rank outsider, to be a unit, But I do not feel qmlii’io+
to express an opinion that has very much value about the ,
exact location of all of thesse banks, |

The Becretary of Agriculture! Ars you prerared to say

T Sy e e e mweer e

what territory the bank should include, if it were eatadb-

o =S

lished here?

xr, Sprague! It should clearly include, I think, Maine,
New Hampshirs, Vermont, Massachusetts, Rhode Island, and I
i should think it might include the greater yart of Connectiout;
| That, however, would be contrary to the present desires of
' a good many Connecticut hnion. But I am inclined to think
that that is because of a fajlure to recognise and ses that
under the workings of this bill, Boston exchange will
become, for every purpose, as good and as useful as Yew
York exchange. VWith & branch situated in Yartford, I
should think that the banks of Connecticut would de at;oll |

served in the mntter of handling of checks and in all the
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{

?%nriou- paymenta that they lmve to make between different

' rarts of the country, if connected with Hoston as they would
’bo if connected with New York,

g The Secretary of Agriculture! Have you made up any figures
‘as to what the strength of a bank here vouid be, including
_;that territory?

.r ¥r, Sprague: Some of the other speakers are going to take
up that matter.

4! The Secretary of the Treasury: Mr. Sprague, 1 gathered

| from your ohservations that you do not attach such great
importance to the foreign npoc‘n of our trade and commsrece

as determining the rositien of thess Yederal Reserve Banks.

% ¥r, Sprague: T do not, Consider this case!: Throughout
the last 15 years, as befors, we Iave had no organized
arrangenent for influencing or manipulating foreign
oexchange rates, and yet we have acquired a very considerable

Part of the new gold which has been produced during the

iast 15 years, Ve are not in any danger from lack of gold
in this country at the pre?unt time, even though we have
been working without any organised sys tem for chegking or
effecting gold movements., And in faot, what these European

| gentral banks accomplished as the result of their various
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' devices 1s to simply to modify over a short period of time
the coursas of exchange., It is nat possidle through any-

thing that the central banks of European countries can do

to prevent gold exports or indsed gold imports, except over

g .

i short periods of time. They make the rates sufficiently

attractive so that foreigners will lend im the mmrket on

short time paper for three months, and perhaps with renewals
for six months; but even then, if the course of payments

is generally apgainst them, and these notes mture, it is

T T e St g e tmrmenes,

necessary for the gold to o out. Now the Ruropean banks

do need to mandle this exchange situation with very great

T ST -

eare, because most of them are working upon a wvholly in-
adequate gold foundation, and $he temporary withdrawal of
Tifty milliong of dollars from most of them is a very dis-
| turdbing factor, Yow these regional banks might get down in
their reserves, and especially in their gold, to a point
at which the withdrawal of fifty millions from the country
would be serioualy disturding,.

Take a canme in point, of a monetary sort, in the early
ninetiss, wvhen we were purchasing s6 mich silver month
after month, Then the withdrawal of thirty or forty
millions of gold was disturbing, because we had an undcmtk'
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: the withdrawal of forty or fifty million dollars will dbe

| the gold resorves of the various central btanks, in order to
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gold foundation for our money structure., Similarly, if we

disturbing, and we shall have to resort to all sorts of

devices in order to check, so far as possible, gold exports,
But T hope that we shall not conduct these institutions én any
such basis, And in fact, on the continent of Europe they

ars retracing their steps; thay are seeking now to build up

have a more solid foundation for their gold structure, If
the Bank of Germny doubles its gold reserve, as is planned,
they will then be able to look with much more equanimity
upon the fluctuating movement of gold than they have been in
the Jaat few yars,

The Beoretary of the Treasury: Under the syn'tu as pro=
posed, ir. Sprague, assuming that the question of gold
movenents is one of mo ruch importance, as some of the
bankers who have teatified seem to think, is it not a fact
that under the mghinery of this bill that we are in a much
better position to protect our gold reserves or influence

the movements of gold, than ws are under the existing system?

Mr, Spragus! Uhgquestionmably,

fed.org/
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The Secretary of ths Treasury: And we have not been
" embarrassed by the movements of gold within the past 20
i Yoars, even under cur prssent inadequate machinery for
influencing those movements,

¥r. Sprague! Mo, Our troubles have altoghther been of
domestic origin in this country. We have over-extended
gredit at times in connection with domestic operation, But
T recall no instances in our economic history, with the
pospible exception of 1590, and that was a comparatively

1’: mild affalr, when the foroign situation has been a factor

of primry importance in ocausing digturbance in this eountry.
The Secretary of the Treasury: Adverting,: fom a moment,

T T

Mr, Sprague, to the teritory which you think should de
made contiguous to a Yederal Reserve Bank if ons is located
in Boston, you included the ﬂ;oh of Vermont nna‘ ¥assache
usctts, ¥Yow ths contention was made in Now York that mlf
of Vermont, that is, the northern mlf, and mif of
Massachusetts, the western mlf, as well as at least one-
half of Connecticut, should normally be atiached to the New
York district, T mean to preserve norml conditions, Do
you regard that as having any foroe?

f Mr, Bpraguse! I 40 not, I think it is a mtuml view to
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T e e e e - e

' take, partly for the reason that soms 10 or 12 years age
. eharges were imposed on check colleotions both in FNew York

and in Boston, on checks drawn on banks outside of Xew York

City and New England, with a fer other points, I delieve,
The result was ttat banks, especially in the west of
Yasmachusetis and in northern New England, establighed
relations with banks in Albany and Philadelphia, and Boston

=

has, in a measure, loat connections with these outlying

T

; yartas of ¥Yew England, But so far as thoss connections are
| absent, the absence is due, so far as I know, to the
sxchange situation in connection with the handling of checks,
and that will he entisly changed under the operations of
this Y411, T cannot seo how it will inconvenience the
people in Western Maasachusetts or Western Vermont to de
linked up with the Boston system,

The Becretary of the Treasury: Well, you have undoubtedly
touched upon one of the most important aspects of this
problem here, when you refer to the fact that under the

~

bill the checks of these different Federanl Reserve Banks
will pass current throughout the country at par, which will
of course, matarially alier the existing methods of exchangej

I mean the sxchange as between the Federal Reserve Banks.

1
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Mr, Sprague: Yes, I regard that as one of the very most
| imrortant features of this bdill,

The Becretary of the Treasury: RXExaotly, and to that
| extent it will tend to create perfectly norml conditiona
i 0f exohange as againsgt what is in some measure, under the
present system, an artificial system,

Mr, Sprague: Yes,

The Secretary of the Treasury! For instance, take the
: City of Aldbany, ¥New York. The President of their Clearing
i House, I think it was, appeared in ¥New York and he said
that because of the advantages which Albany d¢ffered in the

T

mtter of check colleotionn, that thay had very large
clearances at Albtany, for the reason that many banks whose
business is utterly unrelated to Albany used the facilities

of the Albany banks, because it was yprofitable and advan~
tageous to do it, but that it 414 not reflect a norml
course of exchangs. And some of the banks in the country
offer abnormally high interest rates to attract country
bank mocounts and create an abnorml condition. Yor those
roasons, T judge from your remarks, you fesl that the
sontiguous territory to these !oAdanl Resorve Banks is not
e o ek to be determined wholly 'l:;y' the present clesarances and

http://fraser.stlouisged.org/
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exchange situations nor wholly by geographical considerations
¥r, Bprague! Rxactly. T should think that we are going
to have largely a new glats, so far as exchange and mking

settlement between banks is concerned, anmd therefore in

determining what the normal course of business is, I should

- have regard rather to the charaacter of the occupations,

the knowledge likely to be needed on the part of the mnage-
ment of the regional bank; whether a given territory like
northera Vermont would be in its re-digcounting operations
served batter by a regional bank in Boston than by a
regional bank in New York, Now that is a matter bankers
will not presant very glearly to you, because they have not
been accustomed to re-digcounting very mmch, The one thing
the banker has in mind, outside of cities, scems to be the
matter of handling checks and exchange, and that is what he
thinks of when he talks about the normal course of business,
and it seomg to ms, tat you are apt to get an oxcu‘slvc
anount ot‘ attention upon that asubject.

FYor inatance, two or three Chicago banks mve develcped,
in competition with each other and I;r the sake of getting
country bank balances, accounts through noit of ths country.
Thay have oﬁcrcﬂ these banks par lists and absord sxchange,
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which is ocharged by a great mny banks. Thqy have not
' andled this business on its merits as a purely banking
| matter, excepting the handling of checks. They have simply
' thrown that in as & douceur in their competit ion for obtain-
ing countrybafk balances, You might find from one point of
[ view the normal course of bdusiness would bring pretty nearly
the entire countryinto the Chicago district, but it is
simply this courae of business, of handling checks, which
has boen largely absmorbed by a few Chicago danks in their

TR T T

sager competit fon for btank balaneess, I do not see how it
is possiblas to attach any weight to exiating methods of
making settlements between banks in determining regioml
areas,

The Becratary of the Treasury: Do you attach more
importance, ir, Sprague, to the homogeneity of the territory
than to the diversification of the country inm the arrange-~
ment of these Yederal Ressrve districts? I mean under
the system as planned, not less than eight nor more than
twelve regional banks.

Mr, S8praguet! It would be desiradble, I think, te get &
considerable diversity of occupation, and also a consider-
able differemce as regards the availahle bank resources,
Digitized for FRAGER
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relative to demands for their use; but T do not see how
that is altogether possible bescauase ~~ well, take the
 Pacific Coast, I suppose that there is rather more accums-
| 1ation of swplus oapital, in a sense, in California, than
there is in bhe State of Washington, because Washington is
a newer part of the country and its development is more
recent, Bomething, thersfore, might be said for uniting
California and Oregon on that ground, that you would get a
part of the country that is psrhaps growing as rapidly as
i any other part you can imagine, in which the demand for
' capital is far beyond the supply, and California would be
the area nearest it in which there has heen already a
‘ considerable accumulation of local capital. But mtill if
| you take all the ares from west of the Mississippl River
and south of the Ohio, and it is pretty true all north of
it, the loocal resourses are not ordimrily sufficient to
meet existing capital requirmmemts, and I do not ses how it
is poseidble to get away from that, Therefore, I think that
we shall find that the problems confronting different
regionmal banks will aiffer snormously one from another.
The Beorstary of the Treasury: JIs that prodblem so
fmportant, that diversification of territory, in view of
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the fact that these units which we are establishing here
are thoroughly @ordinated through the vederal Reserve Board,

. and that through ordinary interests they will, of coursse,

have transactions between themselves that will emadle one
| unit to transact business with another?

I Mr, Sprague! Yes, Y think it is reasomable that a section i
. 1ike ¥ew England should reap the ordinary advantage from
it position as a part of the country in whieh loocal capital

| 48 in excess of local requirements., It iz matural and

proper and normal that in such a territory interost rates
i, should be rather lower than in a rapidly developing part of
| the coutitry. Under an effsctual organization of these ‘
regional danks there may be an inter-regional borrowing, :
| to which you resfer, but T think thers will be a great deal
more msmber bank borrowing betwoen districts, on account of
i the opsrations of this bill, and if there is & gonsideradle
amount of that, inter-regiomal) bank berrowing will decome
comparatively smmll,
| As if there was a bank in Yew Orleans, and thesre are
surplus funds in New York and the Boston regions, if the
member banks take a good deal of mayper from about New

Orleans, then the demands on the ¥Yew Orleans regional bank

[
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1111 be smller than would otherwise be the case, and they

1111 not be so0 likely to meed to borrow from other regional

banks. I expect it will work out that way,

The Becretary of the Treasury: ?Preciscly. Thors is

_not anything in the structure of the nev system which is

going to interfere with those norml processes between
membar banks, As a mtter of fact, the organisation of

:thu systen is desimgned to oreate additional facilities and
b
not to be exolusive of those which now exist.

i
4

. Mr, Sprague: The member banks might employ funds that
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l%un always go to their own reglonal banks for re-discounts.
t us say the rate around ¥ew Orlsana is six per cemt, and
he rate in Boston is four and a mlf per cent, A Boston
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Drleans paper, if it considers it good, That might force
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. This system 18 going to make it feasible for banks with

surplus funds to tie up those funds, if you please, in

i loans to other parts of the country, because they can re-

! dimcount with their own regiomal bank, and for that reamn

H

l T do not anticipate that there will be any considerable

!
| amount of regional bank borrowing.
;

i

g
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! The Becretary of Agriculture: I was just going to ask you,

‘¥r, 8prague, to what extent you think the banks in those ]

!' sections where there are seamonal demands would also resort !
:to the Federal Board directly for isspue of notes on assets?
] ¥r, Sprague! I should expect that that would be the case;
but the heavier demands are likely to be for deposit credit,
T am inclined to think,

The SBeoretary of the Treasury:! ¥For some time to come?

i

¥r. Sprague! ¥or some time to come. In faet, the improve~ |

i
i

lment of this aystem is going to lessen the demand for
i cash, Tn the past, in connection with orop moving, an
amount of mongy as gone out from the large financial

|
;: centers, variously estimated at from $75,000,000 to
$200,000,000, By no means all of thig additional amount

| has been uped, Returns of the mational banks from year to
year, taking them as & whole, never show a reduction as de-
tween midsummer or auturm, of more than $50,000,000, but
there is under our oxi.tﬁs systen a transfer of funds, A
bank in Oklahoma, not knowing just how much cash it is going
to need in September, but nowing that it will need more than
usual e~

The Becoretary of ths Treasury: And being afraid it may not .
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- e e e e et

got it?

¥r, Sprague! And maving its reserve thousands of miles

. away, naturally Salls for more than it is at all likely that

it will use.
In the future, whem this system is in working order,

and when banks will he nearer the source of suprly of addi-

' tional funds, they will not be likely to draw frem the

contors more cash than is needed from day to day or from week
to week, S0 I do not antigipate that the seasonadble require-
ments will mke necessary a very considerable issue of

Lexanve P N en
notes by the vederal Bank t0 the reglomal banks, but the t

posribility is there and the possibility is of very great i
valua, Paople will sleep better o'nights if they know that
thay can get it, if they need it.

The Beooretary of the Treasury! If they need it, they will
know that ths relief is thro?

¥r, spragues: Yes.

The Secrotary of the Treasury! Ve thank you very much,

STATEMXNT OF ¥, D. HIQGINS.
Mr, Higgins! It bhaa Dean stated that fools rush in where

Federal Reserve BRnk of St. Louis
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. angeles fear to tread,

. ward from the btack part of the room, so that you can te more

readily heard.

~ has been stated that fools rush in where angels fear to

| state your cocupation and Musiness connections?

.org/
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The Becretary of the Treasury: Will you pleamse come for-

¥r, Higgins! T do not know if you care to have any ex-

tended remarks from me at the present time. As I say, it

tread, Thers is no danger of »y being mistaken for an
angel, but 1 have formulated a plan by which the districts
in the United States are laid out, At the proper time I
shall be glad to present it if you care to have me,

The Beoratary of the Treamury: Do you care to present it
in writing, or 4o you care to be heard from, Mr, Higgins? |
If you have 1t in writing we will be glad to receive it.
Ve ave many such suggestions, and if it is s tatistiecal; per/

nps you md better sudbmit it in writing. Ve shall e very
gilad to have it,

BTATREENT OF CIARENCE W, BARRON,

The Beoretary of the Treasury! Mr, Darron, will you please

— e -
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|
i
|
|
|

¥r, Barron: T have many ecoupations, but for the purpose
of this hearing, I am a firmanecial reporter in three cities,
EBoston, Yew York and Philadelphia,

| Mr., Chairman, I thank you for this opportunity, I thought
31t would save a little time if T should read what T have to
sugeest, and then perhaps you my wish to interrogate me.
The purpose of the vederal Reserve Act is the decentralisza-
tion of the mational bank reserves and the establishment of
other financial centers supporting cormerce dy commarcial

, discounts,

| The reserves and the gold are only means to that end, The

]
d

essence of the Act is the re-dsscount feature which is
specifically limited to commeree,

Boaton is the firgt centre in the United States for com-
rercial raper becauss it is the one mrket in the United
States in which commercial paper is sold every day in
the year, In the volume of covmarcial paper handled it is,
of course, second to New York.

There are only three large open markets for commnercial
paper, Boston, ¥ew York and Chicage, and the larger note

brokerage houses are in all three,
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These houses place in Vew Enpgland six hundred miilions of

 this is with nntional banks,

G-+ C, ¥, Barron, 409

cormercial raper per annum, and it is estirated that 9of of

As this paper will average to run four months, these

figures mean that the leading note brokerage houses m intain

with the national banks in ¥New England continuously two hune
dred millions of loans on commsrcial paper.

The total loans of the mational banks in ¥ew England are
about 520 millions, The majority of these loans are oommer~
cinl, so that takem in gonnegtion with tre state banks and
trust companies there is here a mrket steadily helding six
hundred millions in commercial ymper.

The regional resarve bank for New England, centered in

Boston is, therefos, in the yurpose of this act your primary,

your first and your essential regiomal reserve bank.
The total of loans of all reporting banks in New England,
including savings banks, as shown in the Comptiroller's report

Just issued, is $1,800,000,000, about one third of which is
Probably commercial loans, so that we sse the thing Ybalances '
from both sidesn,

Boston and New England rank firat in the United States in |
savings per capita of population and this is reflected in the!

lowest discount rates in the country for short term maturit-

ies. In no other section of the sountry ocan cities and towns .

d.org/
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' borrow looally so cheaply in anticipation of taxes. In no
other pection of the country are local mortgage loans at so
' low an interest rate.

The purpose of the Yedsral Reserve Act is to glve commaruz
' the benefit of surplus funds, ¥No where else outside of New
¥ngland are funds for short term motes so steadily accumulated

in volume to be available for commerce,

That is the essential point of what Y wish to say,

T T T T T I T e T

The Becretary of the Treasury! Then, ¥r, Barron, you deo
" not believe in the theory that New England should be mmde a
part of the Xew York districty

Mr. Barron: gt cannot be mmde a part of the Mew York

YT

district under the purposes of thig Act, because you want

t0 gather up the savings of New England, which go into short
. term notes in wities and towns which give you a low rats of

interest on deposits, at banks, lower than other sectiona

of the country., You want to take that supply for commere
cial purposes, to support coumerce., Salem and Iynn and
Portland and Providence do not know and will not know in the
future names in ¥Wow York eadorsing bills and acceptances.

The Secretary of ths Treasury! I asked the question

simply because T want to dring out the argument. The New !
R ) l

Digitized for FRARE
http://fraser.stlouiéfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRA
http://fraser.stloui
Federal Reserve

(s
3

o C. ¥, Barron 501

onrk view of it is that a branch in Bostonr would accomplish
'all of tha purposes ym have in youwr mind., Now, I jJust
‘wanted to have you lay emphasis upon your argument against
that, if you care to present it,

L M, Barron: 7Yt cannot do it, becauss the names on your

'acceptances and comrorcial raper here in Boston will be

.' local and will command local capital. Boston money does

]

| take the dimcounts that are there offered, and 1t will be
lmnzu Years betfore London money oan be commnded into the
New York and Boston markets. % is the local market for
idlaoount that you want, that knows the losal condituons and
| the loocal markets.

i The Beoretary of the Treasury! When You speak of New
England as attached to Boston, what territory have you in

| your mind?

Mr, Barroni: That it geems to me is yowr essential
problen? There is a ssotion of Western New England that is
gutmlly tributary to ¥ew York, That seotjon is Hartford,
New Haven, and the westempart of Comsecticut, west of the
Connegticut River. There might also be in the western mart
| of mssachusetts a district tridutary to Wew York; that is

d
ER
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, possibly a New York country too, but it is not so commercial.

L Lenox and the Berkshires are possidble New York territory,
but that is a smll business and not a commercial business,
| Western Wew York , west of Massachusetts, is politically,

comnercially and in transportation attached to cities like

Springfield, Holyoke, and Pittafield., vPpittafield is the

natural centre gor Lenox.

‘ The Seoretary of the Treasury! How about western Vermont?
| wr. Barron: Vestern Vermont is aluost negligible. Tt is
& srall district, and its comnergcemn either rum here or

to yew York, but it matwrally belongs to New Ingland.

j The Becrstary of the Treasury: Would you care to express
an opinion about other ssetionm of the country, as to the

territorial divisions or location of the reserve banks?

ur, Barren: Yor the purposes of this Act your three essens

tial danks will be Boston, New York, and Chicago, because |
thers are your commercial disgounts,
The Secretary of the Treasury: How abeut ths other five?
¥Mr, Barront That is your difficult problem.

| The Segretary of the Treasury! Can you shed any light upon

!
1

that?
Mr, Barron: I will, ¥Yhem you have developed the pnn:onq'
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l: five will be as check collection agencies and in the per=
formance of funotions similar to the prassage of mils

through the post office, The reserves in the other five

cannot amount to a great deal unless you can have a local

commercial disocount market to support them, Neither

|

|

[

i can there be reserves of any moment as respects those, Their
l function will Ve as clearing houses to serve their 1oc:11t1uf,
and act as economic check collections. Each will serve the ;I
. country in its district and that will bes one of the great :
| purposes of this Act, in helping your commereial and nrving,'
. for check gollections. In this respsct the future of this Acdl{
will be similar to that which is done in Germny, where the f
collections are made though the post office and the ,
Reisch Bank, with its five hundred dranches , so that any :

merehant in Mamburg or Dreaden or any other mrt of Germany

having a bill maturing, even if he Jas discounted that bvill,
at 4-1/2 or 5 per cent, will re-~dimcount it within ten days |
of its expimation with the Reiach Bank, at a higher rate of
intereat, their rate being six per cent, That is simply in
ordsr to get the frae c0llection, I% is put to his oredit

immediately on that day, whether it is dus in Baden or

| Frankfort, and therefore the government through the Reisch f

i
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| Bank performs that office for him and lifts from commerce

i' the burden of collections. That will be the sasential

| thing to consider in the establishment of your five other

. banks, or as many as you please to make, But your essential
.5 point in federal reserves and commercial discounts are the
 three gities whioh I have msntioned,

. The Bagretary of Agriculture! Have you fixed the other

r points in your mind tentatively?
I

|
i

Mr, Barron: I have a general view.

Ths Secretary of the Treasury! What is that? Ist us

. bave the bemefit of it.

, Mr. Barron: Probadbly it would differ from other yeopls's.
Tt 1s only an individual view,

l The Secoretary of the Treasuryt: Ve are taking all the
views we can get,

Mr, Barront I think Washington should bs one of the
Federal Resorve coities, because T hold primarily that the
banks arc mde for the people and not the people for the
banks,

The Secretary of the Tremsury: Washington would make four,

centre, and the whole psople whe get imatruction and educa-

ER
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tion, and the bank itaslf, being somewhat of an experiment in
collsctions, which is essential for the minoer regiomal
roeserve btanks, you will get very great ingtruation at Wash-
| ington from establishing this bank there. It can readily

| cover the Southern states. I think Vashingtonis prefer-
able to Atlanta, and you wuld have to determine in time
whether Atlanta would be a point for a second bank, But the,
whole Southern Atlantic Coast might readily go into Wagh-
ington, You would have to confer with the Philadelphia
bankers, to see whether FPhiladelphia, which is less than
five hours from New York, ocares for a bank, or what its
situation will be when these collections are elimimntea,
which as Professor Sprague has sald, pass adnormlly through
Albany and Philadelphia, oOf cowrse if you should es-
tablish a bank in Philadelphia it lht;!ild cover Pittsburgh

| and reach ihto Eaatern Ohio,

The Secretary of the Treasury! It is your idea that
Philadelphia might be attached to the Vashington bank if
one is estadblished in Boston?

ur, Parrond It does not matwrally go that way,

Vashington should cover the country south and FPhiladelphia |
ol ther stands by itself with Ponnsyln_uu. or goes to New A

|
b i
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York,

0f course I have already spoken of Chicago. 1 d0 not
think it is essential to have a reserve bank midway de~
tweeg Hew York ahd Chicago, either at Cleveland or Destroit.
8t, louls, of courses, is a centre., I do not think Denver
is the place for a reserve bank, but that would depend on
the mtter of check collections.

0f course there should be two on the Pacific Comst, That

makes seven, Now the only other point it seems to me is the

" question whether New Orlsans would serve Texas and the

Gulf States better than 8t, Iouis] and there I ghould gay

you would have your eight.

STATEMENT OF THOMAS P, BEAL,

The Secgretary of the Treasury: ur. Beal, you are the
president of the Beocond National Bank and also president of
the ¢Jlearing House Asgooiation of Boston, T believe.

¥re ?ulr I am the president of the Clearing House asso-
ciation and chairman of the Clearing Houge Committes,

The Begretary of the Ireasury: You know the prodlem
confronting the cowmittee of dividing the country inte not
less than eight noy more than twelve regiomal districts,
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and the establishment of the bank in each one of those dis~ |
!
triets, Ve shall be very glad to have your views |
|

on that subject and rarticularly with respect to the New

England situantion. ‘
|
|

Hr, Beal: 1f I may I would take the liberty first of pre~

sonting the resolutions adopted by the Boston Clearing House |
at their meeting which they held an the 2nd of Jamwuary, 1914.

Those resolutions read as follows: {

"Resolved, that this Asmociation belleves it desirable

4 e e e Swt 4 S~ - = e

that ¥ew England be made a Pederal peserve District, with a |
yederal peserve Bank looated at Hoston; and ’»

Resolved: That the President of this Asscciation, with

P T

. two other members to be appointed by himself, be a Committies
| 40 appear hefore the Roserve Bank Organization Committee and
urge the exrediency and wisdom of forming such a pederal
Reserve District with a reserve Bank located in Bosten,®
The only other yoints that ocour to me:-in this connection
i are that as all the reserve banks are joined together, and
as the Reserve Board is in Vashington, with pover to issue

the ocurrency timt my be required in times of me&, it is

not as necessary for the dusiness men of Boston and New

| England to associate themselvea with a necessarily largse
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bank as it would be 1f there were no such means of getting

| yrelief when it is asked for.

! 0f course, in ocommon with a great many others 4n the
East, we believe in the first place in a large, central,

' strong bank; but with this power to obtain relief from

% Washington through the yederal peserve Board, where this

! currency bvoard is to be mde, it scemg to me that great argu-
ment of being connected with a large and strong institution
loses a great deal of its force, It therefore has seemed to
me that the nower to smelect members who would 'be. better
acquainted with New England credit and more closely in touch
with such credit whioch wve should have, with a rsserve bank
in Boston, im a very important conaideration, T understand
tiat six of the directors out of the nineé would dbe chosen by
the memder banka, if a reaerve bank was located in Boaton,
They would have a vote in this solection, whereas if we
simply have a branch of New York, we have no choice in the
selaoction of the seven directors to be chosen in that bank,
It peems to me that im a very strong argument why we should
have & ¥ederal Roserve Bank here Iin Boston.

The Searetary of the Treasuryt Wmat territory do
you think should be attached to or merved by the Bostm
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i bank?
ure Beal: The resclution of the clearing house calls

for all of ¥New Fngland.

The Seecretary of the Treasury! T know, but I would like
| to get your view as to what should be done with western
';‘ Vernont, Massachusetts and Conneoticut?
| ur, Beal: I think Western Vermont is so small that it
'* mken very little difference.
| The Secretary of the Treasury! vVhether smll or mot it
ought to be attached to the reserve bank where its dbusineas
vaud commerce will be best accommodated, so however smll
we want to give it consideration., With your knowlsdge
of the buainess tranpgactions and commercial intercourse of
Boston with Vermont, what would you say should be done with
all of Vermont ;r the westarn Malf of 1t?

¥r. Beal! BReing a Boston mn, I should mturally think
it would not be to {ts disadvantags to de aspociated with
Boston,

The Secretary of the Treasury: Apart from being a Bos ton
man, and looking at the meritsaf the proposiiien, which is
the important question ws are considering, whers should it go

for itz own benefit and the advi.nhge of its own commerce
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i.

fand industry?

} ¥r, Beal! I do not feel I am quite adble to answer that
i‘ quest ion,

i;i The Secretary of the Treasury: How about western

E;Masuchuuttn?

' ¥Mr, Beal: I think westem lhsnchuuf.ta can very pr;:perly
;[:be asszociated with Boston,
‘ The Secretary of the Treasury: Do you think it would
é‘bo more advantageous gommercially and industrially to
.:hwo it attached to Boston than to go to New York?
j ¥Mr, Beal: Equally sdvantageous,
| The Secretary of the Treasury! How about the whole of the
State of Connact icute?

Mr, Beal: gertainly sast of the Connectiout River thers
is no reason why 4t should not be attached to Roston, and
I think the remarks of Professor Bprague as to the courae
of sxchanges after thus n'o!'v syston is introduced, are a
very good reagon why western Connecticut should be attached
to Boaton,

rThe Secretary of the Treasury: Would you think that under
any circumstances western fomnecticut should be attached to
Digitized for FRAER
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Bostan?

ur, Beal:! T think i view of wat Professor Sprague

said, T think it ghould be attached to Boston.

The Becretary of the Treasury: 1 thought you were ree-

forring to the eastern part of Connectiocut?
1, Besl: Y¥o.

The Secretary of ths Treasury: You were referring to weste

r, Beal! Yes. I think in visw of wvat Professor
Sprague said that westerm Connecticut should be attached to
Roston,

The gecretary of the Treasury! Thank you, ¥r. Beal.

STATEMENT OF ALYRED L. RIPLEY,

The Becretary of the Treasury! wr, Ripley, wat do you
repreasnt?

Mr, Ripley: I am vice-president of the Merchants' yationmal
Bank, 1T am also & member of the committee chosen by the
Clearing Houses Associrtion, to which )r. Beal ms referred.

The Becoreotary of the Treasury:! We should be very glad to
have yourviews on the problems that we are considering.

Mr, Ripley: I will take up only one or two points, Bo
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Q

' mAany have been well considered that there is no need of

elaborating then further. mhere are two, however, that

T do not think have been touc hed on in form, but which

seem to be of distinect advantage for you gentlemen to cone

sider,

In the firat place, you should consider the character of

LT T IO LI S ST ST T LIS S S

Now England busineas, particularly the character of the

g —

Now England loans, Ve do certain businesses here which

are almost unknown in the other statea, notadly in New York

where we gshould probably have our reserve city if we 4id not
have it here in Boston.

I will eite particularly the wholes leather industry,

beginning with the tanning of the hide, and goigg through

| until it is mde up into shoes, That is essentially a

' Mew England industry, and Wew York knows but yery 1littls of

it. i
In that industry there is a good dea)l of eredit asked tor(

and given, and we think we know something adbout their credits

At times we Iave ree'oivod rude phocks, but at the same time

we ought to know sémething about it aps a mtter of good

business,

Take agnin the Sour:o of the woel trads. The woel
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i

|

n trade in Boston is dis tinotly reculiar. New York lmows

: nothing of it. Wew York undertook at one time to set wup

.i the business ot. dealing in wool through the ins trumentality
of a warshouse, but that did not succeed, XNoston ig the

; largost distrituting centre in the country for wool going to
!3 mnufacturers.

Another thing is our cotton business, and that perhaps
ia about the biggsst thing we have in the amount of capital
required.

Most of our cotton mills are required at times to buy

money, ¥sing large consumers of cotton and cotton coming

IR ST L NS I eem gL s s emeree s

S

i om the mrket only at gertain times in the amount and quality
' they require, they borrow money to make such purchases.
Most of that money is furnished by New England, a great deal
of it by Boston, a large yart by Providence, and a great
deal by interior New England towns, bdut most of it by New
IEngland. A large yart of that paper is well Xnown to
us, more than in Wew York, and a great rany mills, notadly
in Tall River and Mew Besdford, are kmown here and in
Hassachusetts, and in Providence, but are not xnowa in Yew
York gity.

There it meems t¢ me is a very important argument for
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having a reserve bank in Roston, ;r that paper is handled

f in New York, it will be less well known, less wimely andled

i Dy them, with reference to the reserve bank and with referenc

By S —

i to the commnity,
If it were Jandled here through a branch, the officers of

. the branch necessarily will not have as close connection with
E our mnufaocturing industries, and as intimte a knowledge of
our credit, as theay would have if they were directors chosen

on the spot. 80 mugh for that point.,

The second point I have in wind is this ¢! I anticipate
that soonor or later the ypederal peserve Bank will have to
consider the question of performing one of the very large
fune tions of the banks, that is to may effecting exchanges
of credits. ¥Yew England mome years ago embarked on a new
systen through ths instrumentality of Boston, under the
dirsction and encouragemsnt of our Boston Clearing House,

We have an arrangement whoeredby other banks in New England
my send their checks here, my colleot their checks through
Boston, they being returned directly to ths bank, the
renittance being made directly to the Bosten glearing House,
That is the reasen I make this point, that this has given
rise to a digtino t course of business through New England.
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The Secretary of the Treasury: yree collections? !

¥r. Riploy: ¥ree collections in case they ara free to

L us. The system is brief)y this: The Roston Clearing House
‘. undertakes to collect the checks, and gives the time and

, labor free. If the Wank remits at par, no charge is
b

i

5 mads, otherwige a charge is mde corresponding to the

{ charge made by the bank.
f’ As I was maying, that system is one which we have dovelope@l
!, which covers the whole of ¥ew Ingland, It binds New
:Englmd together, and it gives Wew England a ocertain entity |
| that is real, ’
i That being the case, it ssems to me that if a reglomal !
reserve bank is establimhed here in Boaton, the gquestion

[ of handling the velumes of ¥ew: England checks is very simple,
There is a large amount of prnotioa{ axperience to he drawn
on at once. If on the other hand, that is handled through
New York, the method is going to be changed; and something

. cnt.irely different devised, so that there again is a

reanon for setting up a regional reserve bank in this eit}.

How, if the Qomuittee will pardon me, I have one more

thing to say that may savor of a little bit of loeal
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pride., There is nothing egotistical about it, and it
'is the result of a perfectly honest belief,

! I believe that Boston feels that it should lave some
'voiee in the developing of this whele reserve gysten, a

far larger voice than it would have in case it were simply
a branch of a reserve bank located in New York, 1If

there is a bank here, the distrioct has a member of the ad-
visory council, and the nuuber of men in this vicinity who
will be interexted in the conduct of its affairs will be
far larger, I simply cite #no thing in the past as

gshowing that p»ossidly Boatont'!s danking expericnoc has dbeen
benaficial to ths ecountry, and that is the development of
the old Buffolk banking system of check collecting,

I think frankly that Boston ought to have as much

weight in the development of this new syatem as it would
have 1f there were a regional bank located hers, and that
those in charge will find 4t helpful in doing so.

The Seoretary of Agriculture! Would you include all of
¥eow England?

Mr, Ripleay: If I may reply T would gay this : If I should
say you ought te include all of New England, I ghould probably
hurt the :rneling; of pome very good friends who 1 think want
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| to go to New York; and at the same time I think they are

" really mistaken in their judgments, and that if I could sit

down gquietly with them and take them apart, we would come
 nearly together. T have a great many friends in Hart-

ford and Few Haven, ¥Yew Haven was my home for many years,
and I know that the men there and in Eridgeport and Watere
bury would feel that the course of dbusiness trends nmaturally
to New York; but T still believe they would be just as well

served in every respect if they were ¢ onnected with a Bosaton

FPederal Reserve Bank as with a yow York Federal reserve Bank,
and that they will have very much more voice and influenge in

the direction of arfairs there, and think they are entitled

to it. '

The Becretary of Agriculture!: You do not attach great |
importance to the contention that has been mmde that a Fedomi
Resorve Bank here in Boston would not be strong enough teo do
much good?

Mr, Ripley: In explanation mmy T give A rather homely ,
flgure that oocurred to me the other day, which seems to covt‘r
that point?

vThe Secretary of Agriculture’ We shall be glad to have it.

¥r. Ripley!: The contention of the gentlemen who were
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after a FPederal Reserve Bank having we will say 60 yer cent

. of all the resources, dividing the other forty per cent

‘among the remainder of the yederal peserve Banks, seems to

i
i

iba gsomething like this: Supmsing T had ten dollars in each
of ten pockets; Af I gathered 50 dollars into one pocket,
! leaving four pockets dare, I would be no richer thereby
5un].eum it were posasible that I could not get into one poeket.'
AS T understand it -~ I my bo wrong, but from what the
gentlemon lave said, I am pure I am hot wrong -~ the main
!object of the ypederal Reserve RBoard is to coordinate the
i Federal Resperve Banks, make them help one another and to do |
. their duty by one another and not stand out as isolated in-
dependent entitias perhaps competing violently and atrug-
gling with 'onc another. T must say the argument for sise
seeng to fall to the grouhd entirely,

The Secrstary of Agriculture: T do not remember the figures
as to the amount of banking capital and deposits here in
this section, but in the country at largs, in the mational
banks and savings banks the capital and deposits have doubled
in 13 years, Ve go through a sort of induatrial revolu-
tion about every 15 years, as to the amount, Tt is

probable that a bank here would be very much larger in the

ank of St. Louis
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oourse of ten or fifteen years.

¥r, Ripley: We have been a thrifty commumity and have

saved, There are certain things that have happensd of late

. perhaps to lessen the amount of savings we can put by,

but T should think that was reasomadle,

! The Becretary of the Treasury: As bearing upon the aize
of these banks, and in relation particularly to the conten-
tion that a preponderant bank should be established in New
:York, T understand you to say thmt by reason of the provi-
. sion of the btill that these units sghall be coordinated

' effoctively through the pederal pessrve Board, you do not
attach much izmpertance to that contention, XNow there is
st11]l another feature which has an important bearing upon
that, and that is the power of the pederal peserve Bank to
draw currency from the yedoral neserve Board upon their
liquid assets. The fact tImt tat power does reside in the
Federal pessrve Board makes each one of theme units iz .
stronger than would otherwise be the case, Is that or not
in your judgment an additional reason why a larger numbor of
independent units all being na nearly equal as posaidle,
would be desirable?

) o 'R.lplqy: I would a little rather answer yowr question
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| certain that whatever its sise, it will be amply competent

. to take care of the wants of this territory.

'
I

. The Beoretary of ths Treasury! But we lave t0o consider

‘ the problem aS a Whole, and these units must of necessity
ihava a relation to one anoether, Therefore I ask the ques-
‘ tion with referonce to the entirs problem, because it has a
' very decided bearing upon the action of the comnittee.

. Mr, Ripley: Vould you mind giving ms that again?

The Becretary of the Treasury: My point is simply this,
| that it 18 not so necessary to have one preponderant bank.

The theory upon which it is asked that there ghould be a pro-

ponderant bank in some one locality, particula rly in New

1
{

; York, is as has been suggested, tlat that bank phould

: control forty to £ifty per eent of the available dplhl
; and resourges of the country. I may that argumsnt becomes
| lens mpo‘rtant, does it not, in view of the fagthilat
| these several units are co-ordinated by the Pederal Reservs
Board, and that in addition to the strength which that gives
them, thay also have the power to get currency from the

Yedsral peserve Board itgelf in time of need. Therefore the

' units my be more aqual in sise throughout the country
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than would otherwige be the case?
. ¥r. Ripley: That is, the hower to get currency is an
. additional safeguard for the amll unit? That is what you

1
| mean,
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The Secretary of the Treasury: ;t is an additiomal
fesourco which the small unit will be enabled to avall
:p.taelf of. I have rather stated it in the form, not mo much
pf a yuestion as a fact, to elicit your view about that,

¥r, Ripley: Y think that is so. You canncot spread that
over 300 small communities,

The Secretary of ths Treasury: Not at all. I am spesking,
of course, with reference to the number of tanks provided in
the bill., Ve need not indulge in acadexics here, because

Fur powers are very well defined.
STATRMENT OF MR, R, C. DAVIS,

The Secretary of the rreasury! You my state your full
AMS, T Davis, and y aur ocoupation?
Mr. Davis: My name is R, C. Davig., I am prosident of the
Chamber of Commerce of ¥all River.
The Secretary of the Treasury! Are you a banker?
¥r. Davig: T am not a banker,
The Becretary of the Treasury! Kindly state your
business as well, please.

Mr. Davis! XMy business is of a large mumber of things,
interested in the development of the eity} cotton manu~

ES
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1I facturing, more particularly; and 1 am interested in banking
éan well, tut not particularly a banker., I represent a
geomrcial organization which is somewhat similar tn its
ideacriptiou to the Boston Chamber of Commsrce, of the City
éor Fall River, which bears te the cotton industry possidly
éthe game degree of importance that some of the cities in

the north of Massachusetts and in the central part bear to
the woolen industry. Notwithstandipg the very aplendid

| competition of the south, the southern rart of ¥assachusstts
and the nearby portion of Rhode Island today control as many

spindles in the operation of the mmnufacture of cotton

cloth as the entire south, The city thmt T represent
operates today four million spindles of cotton machinery
with a capital of about $37,000,000 invested in the industry,
manufacturing a billien yards of cotton goods a year, and
with an investment in finishing conc erns of ai:out $20,000,000
which in turn finish about 1,500,000 yards of cotton goods
every week,

The result of all this is, gentlemen, that the city
needs considerable banking capital. It has banks with an
aggregats capital of $5,000,000, T1Tts cleaarings amount to
about $63,000,000 a year, Gsographically and naturally,
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its association has us ually been with Boston. It has

associations with New York as well, but it depends to a

large dogree upon Boston for its financing, so tiat mature

ally when the question of the establishmant of a bank such

as you geintlemen are oonsidering comes up, it appeals to us

. a8 being very important that a regiomal bank should de
' located in Bosten, because if later it seems essential and
, important, there is no reason why dbranches of that bank
could not be established in other places throughout New
England. Ve believe rlso that the bank should have as

, large an area to cover as posaible, so as to give it as

| large an importance as yonasibls,

| T quiteo appreciate the question youn asked Mr, Ripley,
and it is quite pertinant, I have no doudbt, but if at the
sams time under the present administration, we must expand
our trade =« I refer to the new tariff -- to foreign
shores, we gshall have to0 have banking facilities of greater
amount than we have had in the past... We hope to be able to
do 5o, but to a conmiderable degree it must depend wpon the
banking facilities that we can commmnd,’ 86 that as a
result of all this, we firmly delieve, and T think that

other section of Massachusetts, New Bedford, which is & very
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I{ large cotton manufacturing ¢ entre, as well, and that section
h

| of Rhode Island which 1lies immediately close to l&suchusotte,i

iagree that this is all important to ust That with this new

i

, eurrency requirement, that o bank as large as practicable,

| including Connectiout, Rhode Island and the rest of New

|

 England should be, if possible, established in Boston, Our

!l affiliations are s0 close and nv good, we¢ feel we have got
i’ such advantageous consideratious in our financial operations
heretofore, thmt there is no reason why we should not con-

sinue in the future, BRBoaton knowz our paper and knows the

ichlracter of the oconc erns back of it, which it would take
|

gyeu-n to build up in New York., 8¢ tlmt spemking generally,

practically all these concerns that have their business

. Jocated in that part of the state, are dependent upon BRoston
for their financing., T thank you. (Applause,)

STATEYRNT OF CHAS., P. BLINN, JR,
The Secretary of Agriculture! VWill you stats your mams,
¥r, Blinn, and your business connections?
¥r, Blinn: I am Vice~Preasident of the Wational Unlon
Bank of Boston, and T appear hers in my capacity as president
of the Massachusetts Bankers Association,
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The Raecretary of Agriculture: Mr. Blinn,you know the
problem that we are trying to study hers?

¥r. Blinn: I do,.

The Secretary of Agriculture: W¥e should be very glad to
have your views on any aspacts of the prablem you ears to
consider,

¥r. Blinn: Shall I wait for Secretary MoAddo?

The Secretary rf Agriculture: No, it will all go in the
record, and he will be back in & few sesconds.

Er, Blinn: Aas President of the lLassachusetts Bankers
Augociation, I addressed this communication, which I will
not read, dut which I will leave a ocopy of, to the various
banks and trust companies, members ¢f our organization, 1890
all told:

*Boston, December 30, 1913,
To the Wational Bank and Trust Company members
of the Massachusetts Bankers Association:-
The "Federal ﬁuerva Aot® provides that the

S8eoretary of: the Treasury, the Sseretary of Agriculture

and the Comptroller of the Currency acting as "The Reserve

Bank Organization Committee® ghall divide the qutcd States

into at least eight dut not more than twelve districts.
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and shall designate a city in each of said districts in
| which there shall be organized a “Federal Reserve Eank®,
; The Committee has anncunoced that it will hold hearings
in Boston on January ninth and tenth next to determine
[ wWhether or not u Yederal Reserve Eunk shall be organized in
Boston,

This Association will be represented at said hearings
but, as there seems to be a &ifference of opinion among
! bankers as to whethor New Fngland should have a Federal
. Reserve Pank in Boston or shoulé deal through the Boston
| dbranch of a Federsl Bunk to he organized in New York City,
! it 1s important that the opinions of ocur memders should de
| ohtained.

You are therefore requested to indicate your preference

by signing the attached slip, returning the same in the

aoccompanying envelope,
Pleuse give this matter your imnediate attention so

that the views of the entire state may be prescnted to ihe

e te e smooze

committee,

Very truly yours,

S ey g e

§ CHAS. P, BLIFN,
!
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.Boston would compare in smize with eight regional banks to

( should)
In our opinion & Feder:l Reserve Fank(shou:ld not) de

organized in Rosgton.

(Bank) (President

(Bignature) (Cashier,)®

I reocecived 110 replies, The purpose cf the letter was
10 get the opinion of our memkers as t0 whether they woildd
prefer to deal with a regional bank to be organiged in
Boston, or with a regional bank Lo be corganized 1n‘8aw ﬁrﬁk
City. Ireceived 110 replies; 82 repliss favored Foston
and 28 repliss favored New York,

An analysis of that vcte fails to reveal that the 28
votes favoring Yew York camé from any partioular ssction
of the stats, The votes were scattering. As it has been
thought by some people that the western part of Massachusettys
would favor New York, the poll c¢f that section of the state
may be interesting., Taking the c¢ities in the Connecticut
Valley and the cities and towns west of the Conneetfcut
river, the poll.stande 1) in favor of FPoston and 10 in favor
of New Yorf: practically equally divided.

I - prepared recently a tabulation of figures to show how
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be organized invaritdus psarts of the countiry, and for my own
purpeses I divided the country into eight imaginary dis-
triets. I have the tabulation here with the detaile, which
I will introduce in the tasstimony.

The Teoretary of Agriculture: Did you undertake to map
eut the territory?

¥r. Blinn: 1 did, yes, sir,

The Reoretary of Agriculture: With the centres?

¥r, BFlinn: Yes, and I have the detalls here,

The Seoretary ¢f the Treasury: Huave you a map?

¥r, Blinn: I havenot a map. I have the states here,
Shall I introduce the figures?

The Secretary of the Treasury: Yes,

¥Mr, Flinn: I located the cities as follows: New York,
Chicago, 8t. Louis, Boston, San Francisce, Washington,
either FHew Orleans or Atlanta; I did not decide upon those

twoj and the ¢ighth city was Denver.

In the Now York distriot I included the Btates of Rew

York, Pennsylvania, New Jersey and Delavare, I may say
at this time that I do not present these figures to nnvocatJ

these districts, but to determine how Roston would runk in

size, I was obliged to define imaginary districts.

.org/ H
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i The Secretary of Agricultures INid you include all of

%Hev Jersey?

L
'
i
o

ﬁ Mr, Blinn: I did.

!  The Secretary of the Treasury: All of New Jerscy and
;
1}

ﬁPcnnlylvania.
ﬁ Mr. Blinn: The entire states of New York, Hew Jersey,
iPennsylvania and Delaware. In the Chicago district I

1}

qtook the City of (hiocagc and one half the balance of the
|State of Illinois, eliminating the Chicago bank,, the full
%atuxea of Indiana, Ohio, Michigan, Wisconsin, Xinnesota,

ﬁlcwu, North and South Dakota, and lontanat

j The bank in B8t, Louis ocovers a district of Kisasouri,
?half of Illincis ocutside of Chioago, Kansas, Oklahoma,
{Texaz. EKentucky, Arkansas and Nebraska.

| The Yank in Boatonm covers the whole of New Fngland,
including the six New Fngland states,

S8an Francisco covered the 8States of California, Yevada,

&daho, Oregon and Washington,

The City of Vashington covared the Dint{iotor Columbia,

aryland, Virq;nia, Vest Virginia and ¥orth Carolina.
| Wew Orleans or Atlanta district oovered Louisimna,
b

sorgia, Missisasippi, Alabama, Florida, South Carolina and
d.org/
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i Tennessece,

E Desnver covered the ftates of Colorado, Wyoming, Utah,

, Arizona and New lexioo.

ﬁ ¥ith the districis defined as I have indicated, the

| bank in Bogton would rank in fourth plase. Boston today

y rankge-

The Seoretary of the Treasury: Will you state the capital

of these various banke as you odutline thsxm there?

! ¥Er. Blinn: The capital ¢f the ¥ew York institution would

be $£38,762,00C,
: The Sceoretary of Agriculture: Is thut on the three per

cent or pix per cent basia?

Mr, Blinn: On the six per gent basis, Its deposnits
would be epproximately 8£162,000,000 and total resources of

approximately $200,000,000,
Chicugo would have a oapital of £22,000,000 and deposits

T eI e s g ame i anws

' of $103,000,000, total resources of approiimutely

$128, 000, 000,
St., Louis would have a little less than §15,000,000

jy oapital, deposits of $53,000,000, 2nd tetal resources of

468,000,000,
4 Boston would have A‘cupiial of $9,000,000, deposits of

"l
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$34,000,000, and resources of $44,000,000,

|
|
|
|

8an Francisce would have a capital of %7,405,000,

deposits of $28,000,000, and totial resources of $356,000,000,!

Vashington would have a capital of 35,877,000, deposits

of %19¢,000,000, and total resources of $25,000,000,

New Orleans or Atlanta would have a oapital of !

$5,822,000, deposits of £16,000,000, and total resources of
§22, 000, 000,

gl

Denver would have a capital paid in by its member banks

AL S

of $1,894,000, and there would be a deficit to be sub-

scribed by the publie or by the governmment to bring its

capital to the minimum cf $4,000,000, and would reguire

e miamr

deposits of 49,243,000, and total resources of rising

£13,000,000,

The City of Bostcon at present ranks fourth in the

country, from the standpoint of financial resouroes, also

[ Sy S pe SO 1S

from the standpoint of clearings, and sometimes is in third

pPlace, going ahead of Philadelphia, from the standpoint of

B s

clearings. It seems to me that if there must be eirht bank%.
a8 the law defires, that Boston is of sufficient financial

importanca to have one of the banks,
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The Secretary of the Treasury: Ve are very much cobliged to
you, Mr, Blinn, You may attach that statement as an
exhibit to your testinmony,

(The tabulated statement introduced by ¥r. Blinn

was marked as an exhibit to his testimony, and is as

follows:

RIGHT IMAGINARY FFLERAL RESEBRVE DISTRICTS,

s mva e s e —

Xote: Act calls for reserve of 7{ by Central Reserve Agents

with Pederal Banks. 6% is used in the calculation
and no allowance is made for balances which will be

withdrawn from Central Reserve Agents; theory bYeing

e oy

that 6% of gross will squal approximately 7% of net.

Figures based on Comptroller's Call of Ootober 21smt,

1913.

L aTAEms tmie g e e e

T gt
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Capital of Regional Banke.

6% Capital &

§ Burplus of
| Member Bank Public
; 1. Rer York $38,762,880
u: 3., Ohicago 83,434,840
é 3. 8t. Louias 14,933,580
; 4. Boaton 8,948,440
? &. Ban Franociaco 7,405,200
| 6. Washington 5,877,780

7. New Orleans

or Atlanta 5,823,400
8. Denver __ 1,894,080 2,105,920 "
107,077,800 2,105,920
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Boston
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Yashington

Yew Orleans
or Atlants

Denver
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Qggoaits

$162,147,000
105,904,620
§3,903,380
34,778,800
28,476,900
19,643,240

16,152,430
8,243,660

430,145,820

B35

Total Resources, '

$200,909,880
128,339,460
68,835,960
44,723,040
35,883,100
85,420,020

31,974,830

13,343,680

529,328,840
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; DETAIL
; KEW YORK
|
Oapital & Purrlus Narncsite (Fet)
Kew York $344,216,000 £1,533,987,000
Pernsylvania 263,913,000 948,641,000
Xew Jerzey 45,617,000 810,137,000
Delaware 3,303,000 8,785,000
$6486,048,000 $2,702,450,000
6% 38,762,880 6%= 162,147,000
gtock owned by Banke $ 38,763,880
Deponits 162,147,000
Total Resources: $200,9090,880

S G e e G A
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CBIOAGO
Capital & Surplus Depoaite (Net) |
Chicago $ 69,050,000 $ 358,750,000
Illinois % 35,831,000 108,565,000
Indiana 40,838,000 151,294,000
Ohio 93,918,000 382,869,000
Michigan 23,903,000 140,328,000
¥4 sconein 25,877,000 143,214,000
Minnesota 41,786,000 824,196,000
Iowa 33,712,000 164,607,000
Bo. Dakota 7,363,000 38,744,000
g80. Dakota 5,577,000 34,873,000
kontans 7,984,000 __ 37,658,000
$373,814,000 $1,765,077,000
6% 83,434,840 6%= 105,904,820
S8took owned by Banks $23,434,840

Deposits 108,804,620
Total Resources $188,339,460
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87, LOUIS
Capital & Surplus Deposits Net
Miasouri $ 51,905,000 $224,101,000
Illinois 3 25,831,000 108,565,000
Kansas 18,463,000 77,600,000
Oklahoma 18,321,000 74,335,000
Texas 76,373,000 213,911,000
Xentuoky 85,888,000 68,660,000
Arkansas 7,510,000 18,863,000
Nebrasks 24,633,000 113,849,000
$248,893,000 $898,373,000
6%~ 14,933,580 &%= §3,902,380
Stock ownsd by Banks $14,933,680
Deposits 908,380
Totsl Resources $68,835,960

Federal Reserve Bnk of St. Louis
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BOSTOR
Capital & Surplus Depoaits (Net).
Massachusetts $ 96,396,000 $385,144,000
Maine 11,520,000 48,570,000
NewNaapshire 8,687,000 24,265,000
Vermont 7,080,000 19,769,000
Rhode Island 10,780,000 31,518,000
Connectiocut 31,331,000 69,944,000
$165,774,000 $579,610,000
6%= _ 9,948,440 6%- 34,776,600
Stock owned by Banks $ 9,948,440
Deposits 34,776,600

Total Resources 844,783,040
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SAN _FRANCISCO

Oapital & Surplus

Califorria $ 85,088,000

Hevada 2,313,000

Idaho 5,048,000

Oregon 14,0465000
Washington 17,048,000

$123,420,000

6%= 7,405,300

8tocks ownsd by banks

Depouaite

Total Resources

http://fraser.stloui§fed.org/
Federal Reserve Bpank of St. Louis
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Leronita(Net)

$300,406,000
6,863,000
19,814,000
58,987,000

88,546,000

$474,615,000

38,476,900

$7,406,200

28,476,800

$35,882,100
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WASHINGTON 7
| Capital & Surplua Deposita (Net)
Dist. of Colusbia $11,844,000 $28,983,000
Naryland 88,850,000 103,350,000
Virginia 29,356,000 99,675,000
. West Virginia 168,594,000 58,999,000
¥o.Carolins 11,318,000 35,697,000
$97,963,000 $325,704,000
6%= 5,877,780 68%= 19,542,340
stoock owned by Banks ¢5,877,780
Depoeits 19,543,340
Potal Resources $35,420,020
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NEY_ORLFANS or ATLABTA

Capital & Surplus

Louisiana $13,601,000
Ceorgia 24,501,000

| Miaelselippi 5,039,000
Alabaza 16,031,000
Florida 10,692,000
8o0. Carolina 8,518,000
Tennessee 18,770,000
$67,040,000

6%~ ,5,838,400

-

- 5 - b Gib ag

€took owned by Banks

Deposita

542

Deposits (Net )

$38,9204,000
53,034,000
14,536,000
42,343,000
33,955,000
32,909,000
64,837,000

$268,307,000

16,153,420

$5,822,400
16,153,420

Total resources3dl,®74,830

A A N R P W W S
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DENVER
Capital & Surplue Deposite(Net
Colorado $18,580,000 $94,369,000
Wyoming 2,918,000 14,303,000
Utah 5,047,000 23,125,000
Arizona 1,817,0C0 8,782,000
¥ew Mexioco 3,213,000 14,493,000
§31,568,000 $164,060,000
8%= 1,894,080 6%= 9,243,660
gtock owned by Banke $1,894,080
. . » pudlic 2,106,830
rotal 8took 4,000,000
Deposits 9,843,660

Total Resources $13,343,660

-y - - Y-
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STATENERT OF JOHN ¥. SAWYER.

The Secretary of the Treasury: Mr. Sawyer, you may state
your full name and occupation.

Mr. Sawyer: John F. Sawyer. 1 am cashier of the Union
National Bank of Lowsll.

The Saecretary of the Trsasury: I presusxe you want to
expross theviews of your city, and we would be very glad to
hear from you.

Mr. Sawyer: Spesking wmore particularly for my own bank,
our affiliations are a0 naturally with Boston that our bank
winhee to be arffiliated with Boeton rather than with s New
York bank, and would like to see & regional bank in Boston.
I do not know how it will work in our own case, about the
requiremsnts, but the topics I have in mind are oaring for
the collection of country checks, that have been epoken of;
and the particular bank that I represent being interested in
furnishing the payrolls for our cotton mille, we alwaya wish
to be assured of & large supply of ocurrency. Ordinarily we
can turn it over in Lowell, so to speak, bubt &t times we
depend on our friends, and they have nevar falled us yet.

The Seoretary of the Treasury: Is it your idéa, Nr,
_Bawyer, that all of the New England states ehould be attached
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to Boston, if a Reserve Bank ghould be established here?
Have you given thought to that phase of the problem?

Nr. Sawyef: I have not given sufficient thought to it to
anaswer,

The Secretary of the Treasury: Of course, it goes withouf
saying that if a Reserve Bank was established hare, Lowall
would be attached to that .

Nr. Sawyer: Yes, we should expect and hope go.

The Z2ecretary of the Trsasury: We would not attempt to

divorce Lowell from Boston, I can assure you. Thank you.
STATENENT OF MR. H. M., BATCHELDER.

The Becrstary of the Treasury: 7You may atate your name,
Mr. Batchelder, and your occupation.

Mr. Batohelder: H. N. Batchelder, Prasident of the
Merchants National Bank of Salex.

Gentlexen, I have no authority to speak for anyhody

except my own bank, the Merchants National Bank of Ealem.
¥e have a very decided intersst in this question. Our bank
is over 100 years old, and has been in constant sucoeszful
being ever since it was born. We have a territory largely

manufacturing leather, shoss and cotton. We certainly
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‘bank management would know much better than any oity

g H.¥.Batcheldor, 546

balieve that New England is geographically situated so that
it would Ve entitled to & Federal Reserve Back. ¥We belisve
that bank ought to be, of course, in the capitol of the

State, Boston. We have 450 national banks in !asaachusotté

with a capital of $100,000,000, and loans ané¢ bonds in all

those banks of $872,00C,000, deposits of $501,000,000; and

the savinge banks in addition have a billion and a half of
deposita. It is certalnly a very thrifty ssotion and a
highly developed manufacturing section.

It appeals to me, gentlemen, that the sysktem which has
been cataﬁllshcd by the Boston Clearing House of clearing

country checks bhas been & very great success and a very

great benefit, that they should be cleared for all ths banks

in New England fres, provided they ara notif}id dally, whic
they almoat invariably do. I certainly beXteve Hew Englana
would be batter served by a regional bank here than by a
bank in New York. It is true, ae several gentlemen have

said, that fundamentally considared, it is important that

New England chould have » regional bank. The regional

1ike New York about the paper that would de offered for

rediascount,

h
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; I do not know, gentlemen, that there is any further
presentation necescary, Tre ground haes been pretiy
thoroughly coveresd by the gentlemen who have preceded me,
I would be very glad to answer any questioms that I poseibly
can.

The Secretary of the Treasury: You feel satiefied
that so far ss the commercial interests 0f New England are
concerned, it would be better to organize New England
into a Feleral Reserve diastriot.

Mr. Batchelder: 1 certainly do.

The Becretary of the Treasury: And have a Federal Reserve
Bank in Boston?

Nr. Batchelder: Kot only for the banking interests, but
for the commercial interests; more especially the commer-
clial interests, perhaps.

The Becretary of the Treasury: You think the whole of
Now England should be incorpcrated in that territory?

Mr. Batchelder: I think so. If there io any particular
little corner which feels that it 1s more olosely affillated
with New York, I do not know that we in the eastern part of
the state would complain,

The Secretary of the Treasury: You would de generous

D@MaﬂmFWEH? to New York to that extent?
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Mr. Batchelder: I would let them be generous; if they

i wished to,
t
|

STATEMENT OF NATHAN A. GIBBS.

Nr. Gibbe: I am Assistant Cashier of the Thames National
Bank, Norwich, Conmn. I do not know that I can say muoch,
but it bas been suggeeted that I might say something about
our district.

The Secretary of the Treasury: If you will give us your
views, I suppose you want to spesk more particularly about
the place wvhere Norwich falle.

» Mr. Gibbs: Ap I underetand all you care particularly
about, all the points that I could touch upon have been
already covered, excapt how this will affect our bank
individuslly, or our distriét.

The Beoretary of the Treasury: Yes.

Mr. Gidbs: What the seotion should be, I have rot
attempted to decide., Briefly atated, ocur bank would be
affected by the law in thie way. For upwards of 30 years I
do not recall that we have ever ra¢iscounted a note. Yor
the past year, and I think the paet two yeara, we have not

borrowed a dollar. The preasent system of Boston collections
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we find excsllent. And for your benefit I have taken the
figurea for the firet six daye of thie yesr, covering the
checks which have come to us through Boston from two Boston
banke and the Olearing Houee, and from New York from eight
banks on four days, nine on another day, and eleven on
another day. On the latter day the letter contained only
ons dellar., ¥Ye receivedcin those six days through the
Boston Clearing Houce $1380,000, and through the New York
banks $39,000, lese than 3C per cent through New York. The
way it would affect us would be this: At preeent we main-
tain a conservative busineas, serving our customers, going
more for cecurity perhaps, than in branching out in extenﬂeﬂ
loans. We keep in our own bank and in Boston reserves
of 18 per cent. Under the new lar it would be
distributed in the same way, only in Boaton it would De witﬂ
the regional dbank and not with a local bank. We kaep in
New York banks our entire working bdalances, and we would
do the wame under the new system, so that the cbenge from
one to the pthor, if we check up the Clearing House aes it
is now arranged, would seem not to affeot us at all.

I subzitted to our directors the figures as to how it
would affect us if we went into the system, and we have
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think it would be of value, or can put them in writing.
| The Secretary of the Treasury: If you will put them in
writing and submit them we should be glad to have them,
Nr. Gibbs: As 1 figured 1t, if we get nothing on the
$06,000 which we put in, we =ould lose $330 a year in
interest. I will put it in writing.
The Seorstary of the Treasury: That will not burt you

very much, at the woret.

STATEMENT OF A. M. HEARD.

Mr. Beard: I am President of the Amoskeag National
Bank, and also President of the New Hampshire Bnn;ing
Aassoalation.

The Secretary of the Treasury: Ve will be very glad to
hear your views on this problem.

Mr. Heard: I have but juat 2 word, We, and I speak
for a Committee appointed by the New Hampshire Bankers
Assoclation, have canvaseed, #0 far as we were edle in the

lirited time at our diapomal, the banks of our state. While
there has been some differance of opiniom, thke preponderance
of gentiment among our members is in ra;by of a reglonal
ressrve bank to be located in Boston.

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




& A.¥.Heard 551

The 0ld New England traditional ides that Boston is the
Hub of the universe still remains for us very zuch of a
reality, in a great many respects. Exchange with us tends
toward Boston. The point raised by one of the speakers will
well illustrate that fact. Owing to mcertain conditions
imposed br our Boston banking friends, it was necesaary
for us to oren up banking connsotions with'Philadelphia or
with Albany or other points outsidec of New England,especially
for our banks located in the manufacturing centres, to
collect and clear cartain items. It will be much more
natural for us to send thoese 1tems to Boaton, for ae it works
out, &g our balance is increased in Philadelphia or in
Albany, we have no use for exchange on Albany or Phila-
delphia, and we cimply sok that the surplue smount ehall
bes transferred to our oredit, to cur Boston corrsspondenta,

We fael that a regional reserve bank located at Booton,
managed by a Board of mnine directors, in the selection of
8ix of whom we would have a voice, would better serve our
intereants.

The Secretary of Agriculture: Would you care to indlcate
the fraction that prefer other connagtions?

Mr. Heard: Well, it was very very small indeed. I have
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not the figures.
The Secretary of the Treasury: You sould not figure it?

Nr. Heard: I could hardly figure 1it.

STATENENT OF NATEAR D. PRIKNCE.
¥r. Prince: I am connected with the Yindhame County
National Bank atDanielson. I repressent one of the emaller
inland banke of Connectiocut, situated some 75 miles from
Bostoxn, Practically all of our collections out-ide of our
irpediate New York funds come to Boston. The cheocks,
which are an important item to us, that we send to Phila-
delphia, are practically all Kew England iteme, with the
exception of the southern and weatern part of the United
Btates, It would normally come to Boaton. Aes 2 previous
speaker has said, we have no use for Philadelphia funde,
We have to daw from Philadelphias and transfer to Hew York
or Beaton ., Our situstion is such that we very seldom have
to borrow. We are taking care of our own local industries.
Occasionally we do buy paper, aﬁd it is the sense of our
people that we belong and should be included in the Boston
distriot.

The Seoretary of Agriculture: How far are you from New
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York?
¥r., Prince: We are nearly 200 miles, perhaps 175 miles.

! The Secretary of the Tresasury: And you are within 75

i miles of Boston?

¥r, Prince: VWe are within 735 miles of Poston, yes, sir,

STATEKENT OF MAYOR JOHN P. FITBGERALD,

The Secretary of the Treasury: Mr, Mayor,the problem
. confronting the Committee, I may say to you, is this, Under
the requirements of the Act we must divide the country into
not less than eight nor more than twelve distrécts, and we
must locate a Yederal Ressrve Pank in each one of those dis-
tricta, The queation immediately oonfronting the Cormittee
is, if Boston is meleated as the headquarters of such a bank,
what territory should be served by that bank. Any information
or light you can give us on that subject, we would be very
glad to receive.

Kayor Fitzgerald: Well, Mr. Saoretary --

The Bscretary of the Treasury: Without wishing to
antiecipate your argument, I may say this,that of course the

Committee is fully aware of Roston's ocommercial

importance, and I do not think we need any particular light

Digitized for FRASE R
http://fraser.stlouisf§d.org/
Federal Reserve Bank of St. Louis




ga Mayor John ¥, Fitzgerald, 554

or argument on that score. V¥hat we are nmore interested in
discovering for the moment is what part of ihe territory
contiguous te Boston should be included in this distrioct.
Mayor Fitzgerald: Of ocourse, ¥r, Secretary, I firast want
to thank you in behalf of the citizens of Ecston for the
very kindly sentiments and fair play which you have shown
toward our city in the discussions which have gone on in
other gections of the country, and your appreciaticn of the
importance of Roston, I represent at this hearing today a
very proud people who have a wonderful history. Of course,
when a situation like this develops, where a selection of
eight important money ocenters is made, it is very important,
of course, to them that Boston should be given due con-
sidaration, and for them, as I have said, I want to thank
you for the spirit which you have shown, where Boaston's

name has been mentioned.
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% ¥rom what I can glean in the public press, both Mr.
giSecretary Houston and yourself have been very kindly and
¥Every conpiderate.

In regard to this particular point you spesk about, I would
gay thut the gentlemen who are intimate with the banking

associations of this oity and of this part of the country,

are much rmore familiar with that subject than I am, and
their knowledpe is wider and better than mine. I would
say, however, that it has been my ambition, since I have bren
Maysosr of the City of Boston, to centre a larger part of
! the thought of New England upon Boston, than haus besn the
cu88 for perhaps 15 or 20 years. I do not know what the
cause of it is, but for mome reason citlies like Springfield
and Holyoke embraced in the western part of Massachumetts
have had business relations with Xew York to a large extent
than I think is good for New England's intereste and for
Roaton's .interests,

I think the zame 4is true to the south of us in Providence
and Hartford and New Haven ~- not going further west per-

haps than Hartford-~ thut they should be more closely sllied

with Boston in buesiness because of the fact that they are
!
New England cities and contiguous to our territory. I think -
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their businegs relations have dbeen far greater with ¥Vew York
than should be the case. Whether it was because of the
tremendous power exercised by New York through its control
of the money of the country I do not know, but nevertheless
it is a fact,

From that standpoint I think I ocould argus that a regional
bank should be locuted in Boston, and that thess acommunities
which have been doing dbusiness largely with Vew York should
be included with Foaston, soc that Eew York should not exer-
cise 80 preat a power ap it has in the past, and -- [

Bay it advisedly -- I think to the detriment generally of
the country at large.

This is not the time te speak adbout the conditions in which
we find ourselves now in Boston in our railroads and in our
terminals, due to the manner in which the Rew York finanoial
interests have handled the prodblem here; bdut it is of
course my duty as the Nayor of the oity to point outthat
fact, and the injury that hus come to the psople who own
ntocks in those roads, who ars now struggling in the black
waters of despair, becauss of the mismanagemsnt that wam

enginsered from Kew York. Therefore, I should suy, with

our eyes wide open to what has happensd, it is our business
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power which has been wielded in the past will not be posaiblel.
in the future, So therefore I haope that Boston will

be built up as much as pogaidble, not to do any injury to
New York, but to protect the interests of the investors
here and the peaple genarally, the six or seven millions of
pecople that we huave here.

S8ixty years ago, Mr, Secretary, Boston was the first oom-
mercisl city inm the country, ¥e are 180 miles nearer Xurope
than any other part of the United States. The Cunard
Conpany seleoted this port as its firet location. We owned
twice as much shipping in the old days as New York, of the
ghips that went to Calcutta, whioch was the big shipping port,
At the present time NHew York has 27,000,000 tons of mer=-
chandise ugainst four million tons ef merchandise for Boston,

¥hean you look across the water you sce how keen competition
is there, Antwerp is second, with 26,000,000 tons,Hazdburg
third with 26,000,000 tons, Rotterdam fourth, with £4,000,000
tons, and London fifth with about twenty-two and one-half
million tonas, following one asnothser very clossly. New Yo&k
has seoured this tremendous lead largely, I think,:U. |

through its control of the money power, which puts us at a

dimadvantage,
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Then this question should be considsred from the stand-
point of the investment which has been made dy the United
{Stutau. You will reoall the faot that the United States
has invested §20,000,000 in this harbor here at Boston,
and it is called upon to expend $100,000,000 in New York
Harbor for business which might very well come into Boston
Harbor, It seems to me it 1s the business of the rest
of the country to look upon this situation from the stand-
point of dividing the business proportionately, with due
respect to the intereats of the people of the country as
well as of the individual cities. Some #£16,000,000 to
£20,000,000 have been spent by the United States Government
upon this harbor. Boston carries four million tons of
merchandise now against New York's 27,000,000 tona. I have
given you ths figures t¢o show how business is handled in the
various ports of Europe., Kew York has too large a pro-
portion. Bhe has 300,000 cabin passengera a year. We
doubled our cabin passenger dusiness last year, so that we
got 12,000, but our pamssenger business is practically nil.
Yot the United States Government has made this huge oxpendi-~

ture, V¥Vithout perhaps increasing the dspth of the harbor
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Boston to forty feet, to make it equul with FHew York, for a
| comparatively small amount of money we can do three times
| the business thut we do in this harbor, and therefore the

people of the country can got three times the advantage that

H

they now enjoy through the expenditure of the £16,000,000 to !

$20,000,000 appropriabed by the government of the United
l States.

I realize that there are other men here who wish to dis-
cuss this subjeot, and I am not going Lo take up too much
of your time. I will simply say that this city is the oldest
city upon the Americun continent. People come here from all
parts of the world to see it, and we have preserved iis
institutions. It was only the other cday that a distinguiash-
¢d visitor here gaid that Boston had prsserved its in-
stitutions, that the talk in its streets and in its cars,
and its atmosphere generally, were more nearly typically
American thun any other City in the country. If you go up
to the head of the street you will find the 014 State House
preserved. You will find 0ld South Church. You will find
the reminders of Paul Revere and Bunker Hill and Concord and
Lgxington, and the homes of ocur great poets, the men who

have made Boston famous., You can see Faneuil Eall} and the
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present genaration have imbibed the spirit and preserved ithe
institutions of Boston, not only historiocally dut in the
expenditures that we ure making, so as to make it a clean, .

| healthy city, so as to make it a4 city that is worth seeing,
0 as to make 1t an attractive city. Ve spend more money

for our schools per capita than any other city onm earth. Ve

have more parks and publie playgrounds and bathing establish-
ments heres than any other city on earth. We have the biggest
free hospital in the world, ¥e have a police departmont
and a fire department that are unexcelled. Perhaps it is
not apropos to this discussion, but to indicate the charaoter
of the population here, I saw the other éday that our

rate for burglary insurance vas less than in any other
city in the country, if not in the world,becauss ofthe
faot of the excellence of our police forge, Bo, as Jamas
Ruasell Lowell sald, it is a city that is no mean city,

a city of which every oitigen is proud, and they are
watching jealously the actions of the officials of the
United States Govermuent, to the ond that this oity whioch
witnessed the birth of the republic, whose pecple st all

times have saorifiocsd their own interests in order that the
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%overnment might be preserved, will get an honorable deal,
&nd I know it will get nothing clse from the honorable
entlemen who have been so courteous as to come to this

dity and listen to the arguments that are bdeing made in its

-

ehalf (Appluause,)

The Secrestary of the Treasury: Thank you, Mr, Titagerald.
If you have any data, statistical or otherwiss, that you
ﬁara to have incorporated in the record, we shall ba yery
ﬁiud to receive it, and you may submit itl

¥r, Fitzgerald: Thank you very much.

STATENMENT OF CHARLEB C, HOYT,

The Beoretary of the Treasurys JMr, Hoyt, you repregent the
a%on and leather industry?

Mr, Hoyt: Yes.

The Secretary of the Treasury: You are familiar with our
pﬁoblcm. Any light you can give on it will Ve gladly
rdoceived.

Fr. Hoyt: I wish I were more familiar with it, I think I
ma%‘say gomsthing that is pertinent to the subject. I have

thr honor of representing the New England Shos and Leather
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Association, and the Hoew England Shos & Leather Amscciation

repregents the bone and sinew of the shoe and leather indus-~

' try of Wew England.

i As has already been allylled to, we huve held our own re=

| markably. A thousund firms do business in the neighborhcod

of Lincoln Strest, and it is the largest market of this

kind in the world, The United 8tztes census shows that

P

the totol product of the sghoe and cut sole industry was

$312,000,000, Of that amount Y¥ew England did 2293,000,000
or (7.22 pear cent,

In the leather business, tanning and finishing, the
capital employed was $4%,000,000 in XNew Bngland, arainst
$332,000,000 for the United States, and the sales were
slightly lesa than those figures,

If the kayor had hsurd the eurlier rexzarks which you made
in regard to the newspaper article, I am gure he would have
apologized to you on behalf of the citisens of Eoston
for the stutement that was made,

At the pame time it is true that Wew England hus been
pretty hard hit by the tariff. We shall not know just

how hard it has deen hit for perhaps a ysar., ¥e do know

in Bew England that the present tariff law has meant very
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| drastis reductions in the rate of proiestion which Eew
England hud, und it is quite poasible that those rutes were
ﬁ toeo highs My own trade felt that in going to Vashington

: and accepting a reduction in the duty on shoes from 25 per
cent to 10 and 15 per cent, and & corresponding reduction in
leather, we¢ had met the roasonable demand for a lowser tariff,
and we were somewhat injured when boots anéd shoes were

E admitted free, and variocus kinds of leather were adnitted

| fres. We do not know how that 18 gcing to work out,

@ But in regard to this regional bank bill, if eome of us
do fee)l that the sentiment of the South and Weat and the
pelicy of the adminiatration has not been quite as keen in
the intereat of reasonable protection as we had haoped,

yet we feel that on the fasts which have besn presented here
this morning, showing where Boston desires to have a
regional bank located here, the administration in ¥Washington
desires to show a reasonadle und proper regard for Lhe
interests of this great seotion of the oountry. ¥e want
to be oonsidered s part of the United Stutes, and we think
this is one of the cases wvhere, by the arguments that have
been pressnted here, we can prove that we are entitled to

this regional bank.
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The Board of Directors of our Associaztion ununimously

adopted some resolutions which are as follows:

*The Special Cormittes appointed to oonsider the question

of the establishment of a Regional Reserve Fank in Boston

ke O

submits the following report:

*¥e appreciate the argument that by combining with New

York we would be able to form a bank of great resources which

would give our banking interests large powers of re-discount-

ing without recourse to other Regional Banks through the

Federal Reserve Board, and would allow us to meet, without
emburrassment, all rediscount demands from other Regional
Eanks. Ve understand, however, that this is not the intent
of the new law, The plan is to establish Regional Reserv7
Banks in smuller units, relying upon the co-ordinating

power of the Central Reserve Board to produce the same results

as would he brought about by having one large Reserve Bank
in New York ecovering New wngland. . :
*¥e believe ﬁhut this is sound reasoning. A Regional
Reserve Bank established in Kew England, no matter what its
size may be, will bs in a position to give all needed assisi~
ance when necessary. In our opinion it is better to

rely upon our own resources and ocur own men inasmuch as our
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interests are not identical with those of New York. We are
largely interested in manufacturing, merchandizing, and port
development, and anything, either sentimental or actua}l,
which will promote those interests should be advocated. New
York's interests, as stuted above, are not identical. They
are largely financial and commercial, and for this reason
your Committee strongly recommends the establishment of a
Repgionel Reserve Bank in Boston."

The Secretary of the Treasury: I may repeat, referring

to your remarks, that the purpose of the Committee in holding
these hearings, ia of ocourse to pet light. We have the
duty here of exoroiaing a very responsible judiecial funotion,
and it is the purpose of the Committee to hear from the entirﬁ
country, and to get the facts,and then to muake a decision
upon the facts as submitted. Of course we are largsly
familiar with all of this information we are getting here
to~day about the importance of Boston commeraially. This in-
formation aé to Boston, and the contiguous territory, its
manufactures and industries and commerce generally, is of

the highest importance in onapling us 10 reach a conclusion;
and wve hope that when we do reach a conclusion it will be one

m@MameRMfEh“t willat least be -- as we certainly shall endeaver to
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make it -- of advantage to the country generally. In ar-
rivingat that conclusion, we are bound I think to serve every
part of the country (Applause).

¥r, Hoyt: Permit me to say that the low rate of burglary
insurance would tend to show that the regional bank would
be reasonably safe in Boston,

tThe Secretary of the Treasury: We do not think that is
as strong an argument as some others that have been sub-

mitted.

STATFNENT OF JAMES J, PHELAN,

The Secretary of the Trsasury: MEr. Phelan, as a meérber
of the House of Representatives you helped to construct this
bill, VWe shall be very glad indeed to have you give us
your views. You know the problem with which we are immediate}
dealing, better than I can explain it to you.

¥r, Phelan: I come from the shoe manufacturing city of
Lynn, which i» the largest shoe manufacturing city in the
sountry. Other speakers have mentioned the importance and
magnitude of the shoe manufacturing business in this State, sd
that I am not going to dwell on that, further than to say

that the manufacturers dhwn there are united in wanting a

ER

y
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Federal Reserve Bank located here in New England. 1 de-
sire to remark in passing that too many people seem to think
this is a bankers® question, whereas the bill was designed
primarily to help the horrowers, and the manufacturers come
‘within that class :Applause),

The Secretary of the Treasury: The bill was intended to
benefit the buspess of the country.

¥r, Phelan: It was intended to benefit the business of
the country. Yy statement would sesm to narrow it a
little dbit. It will help the business of the country by
helping borrowers.

The Seoretary of the Treasury: Exactly. I just wanted t#
give it the broader Bignificance,

Mr. Phelan: Yen., I stated it a 1ittle bit too narrowly.
But in view of what has been said in Wew York, I did
want to speak mbout the spirit of the bill.

Bome of the New York bankers advocate a northeastern
bank, to include everything I think north of Baltimore,
and some I think would include Baltimore, I think that
kindof a bank is entirely contrary to the spirit of this
bill. We had the fight in Congress. There was a demﬁnd

for a single central bank, and there was u demand for the

regional banks. Now that fight has been settled by the

Federal Reserve Bank of St. Louis
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Congress of the United States representing we presume the
peorle of the country, andit has been decided in favor of thp
regional banks and not a central bank.

It 48 to be noted in passing that the same kind of men
who are advocating this big eastern bank are the men who
were advocating the central bunk, and when they did not get
the central bank they now want to get the nearest thing to
it they ocan, By trying to get what amounts to the same thing
in the eustern part of the country,

In regard to New England, either New England must be made @
separate gection, or it must be tackedon to New York. It
is different from Philadelphia or Baltimore, or some of these
places, vher& you might put it with one part of the country,
or another part, here, there or some placs else, New England
must either be put with New York or be put by itself.,

If Boston is put with New York it seems to follow that
Philadelphis ought to be put with New York. There is
stronger reason for putting Philadelphia with Xew York, on
account of her greater proximity to New York and other reasons
whioh I will not mention, than tc put Boston with New York.
80 I think if the Committee should decide to put New

England with New York, it would slso include Philadelphia,
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If you do that you are geing to get into one Federal Renerve
Punk abcut 43 per cent of the bank assets of the country,
Fow, up I have said hefore, I think that is against the spirit
of the bill, and I am going to point cut how it is, in one
or two raspecte,

1 In the firat place, in what perhups may seem to bes a
minor matter, the bill provides that there shall Le five
members appointed at large by the President, outside of the
ex-officio members, No two of those shall come frem the
same Federal Reperve distriot. S0 the President will be

obliged, no mutter what his preference in the mutter may be,
to select not more than one rcpregentutive on the Federal

Reserve Board from that part of the country representing 43
or more per cent of the banking aesets of the couniry.

¥hile they have 43 per oent of the banking assets, they
will have not more than 20 per oent o¢f representation on the
board, and no disscretion or choice can be exercised by the

President to change that fact, That is provided by the
law iteelf.

In the seoond place the law provides that each Federal

Reserve Bank shall have one member on the adviscery council

80 that this 45 per cent of the banking assets of the country
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| w111 be represented by only one merber ¢f that advisory
| couneil.

Now the very same bankers who are asking for this one
big bank here in the northeust are the men who were most per=-
' gistant in demanding that there should be bank representa-
tion on the Ysderal Reserve Board itself, and when they
found they could not get that, they were insistant in their
demands for a Federal Advisory Council, a doemand which was
allowed them, Yet these same men arg advcoating a plan
whereby they will get only one reprementative for 43
per cent of the banking assets of the country. I think that
is a most extraordinary poliocy.

Again,there you have 43 per cent of the banking arsets
of the countiry represented, you are getting a pretty big
bank with which to deal on the gqueastion of governmental
control,.It was decided by Congress and I believe it repro-
sented an oveérwhelming majority of the poople, that the
government should control the Federal Reserve Board. If you
have a bank with 43 per cent of the assets of the country,
that bank is going to be controlled in its local dealings
at any rate and largely administered in spite of the fact
that you have a Federal Reserve Board above it, by the six
Digitized for FRA%ER
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directors who are elected by the banks. There will be
gine directors of the Pederal Resérve Bank in the East. 8ix

cf those will be named by the banks. I do not beliave

Congress ever intended to give the banks the control, or two

thirds of the control of & bank as large as the dbank that
would have 43 or 44 per cent of the banking asmets of the E
oount;y. I believe that wus entirely contrary to the inten-
tions of Congreas., I believe if they had had a o6entral dank
they would have had a different provision. They would not
have a bank controlled by the banks, If they had had »a
central Yank, I think they never would have consented to

have the bankers represent six ninths or two thirds of the
directorute of that Board. In fact the idea behind the bill
was that up at the top in control of the zhele organigzation
the government ghould be supreme, that is the people phould
be supreme, but that in the administration of the affairs of
the bank, the banks themselves because of their experience
and one thing and another, and because of a desire for
fairness and justness, should be given two thirds of the
representation on the dirsotorate. But when that was design-
ed, it was intended that we ghould have these regional banks
DigitiZedforFRASEFn.nd not have what amounts to a central bank.
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Another thing in connection with this big bank in the Xast
which makes it objecticonable, If you have a bank comprising
Boston and Wew York alone, it will be much worse than if you
tookin Philadelphia and somes parts of the South. In
fact, if you have that kind of & bank you are going to get
into troutle when you try to divide up the rest of the
country inte six districts. You are going to get into
sevcral troubles, Ons trouble which I think will be very
| gerious, in uddition to ¥hat has bech mentioned, is this:
There is a provision in the bill allowing the Fedoral Renerve
Banks to rediscount agrioultural paper when it has six
ponths to run. Personally I was oppesed to that proviasion,
but nevertheless it went in, and I acquiesced. If you
divide the rest of the country into six regions, you are go-
ing to make sach one of those regions necessarily smaller
than if you put u bank in Boston and New York, and leave
fiva, ¥hen you make them sxmaller, you are necessarily
going to restrict the kind of paper that will be rediscounted
in these t&rming‘diatriotn. You are likely to get into a situar
tion where you will have two or more agrioultural diltr;ct
banks. The danger of this six months' paper is that it will

make the assets of the danks non-liquid. The only way that
Digitized for FRASER '
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six months' paper ocan be handled, freely, is to have a
source from which to get 90 or 60 day paper in sufficient
quantities g0 that you cun keep most of the asssts of the
bank liquid and still handle this six months paper., If the
gix months paper is going to amount to anything, you muui
divide up the different districts of the country sc that
each district will have soume other kind of paper to draw on,
The larger yocu muke the bank in this part of the country,
the more difficult you are going to find it to have that
kind of a bank in the sgricultural parts of the sountry.

I do not want to take up too much time, but I want to
point out those few things, to show the danger that a large
bank in the eastern part of the country would be, and that
it would be enilirely inconsistent with the apirit of the
bill.

Wow, as I said at the baginning, you must do one of two
things. You must either make Foston a separate city, or
You rust tack it on to Wew York. If you tack it on to
¥ew York, you ure golgg to make & stupendous bank in the
East.

I think 1t would be better; for other reasons, to have
two strong bunkg in the East than to haveonly one, be~
Digitized for FRAYER
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cause you take an extra chance by having but one bank to
call on in time of troudble, As the Seoretary of Agriculture
pointed out, there is gding to be busginess between those
banks. They are not separate unite by any means. They uare
trought together by warious provisions of the bill, among
those provisions being one which gives the Fedoral Reserve
Board the power to permit thesme banks to do business with
one ancther by rediscounting, and in certain cases compels
one bank to rediscount.

The Seorstary of Agriculture: It superviases the localr
rate of discount,

¥r, Phelan: Yes, it supervises the local bate of discount,
but at the sume time these banks undoubtedly will do con-
siderable business with one ancthor, and when funds are idle
in the Rant it is a very easy matter for thoms funds to be
applied to other parts of the country, by one of the Federal
Reserve Banks, through other Federal Regerve Banks, for
re~discount purposes.

The Ssoretary of Agricultures D¢ you think there is strenglh

in the argument that Roston ocught to have a reserve dbank

beocauss of the fact that it will give six men selected:

from the ocommunity, by the community?

|
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¥Ur. Phelan: I do. I did not touch that, because that had
been touched upon by others. I think that was the spirit
of the bill, and was also in the minds of those who frumed
the bill, that the banks ought to be in charge of local
men, because the country is so great and its economio and
other conditions are s¢o varied in different parts of the
country that in order to administer this system properly,
men familiar with local conditions ought to be in charge
¢f the bhanks,.

And in this connection I might point out momething that I
think has not been brought out, which again shows that the
propositiof of a central Wew York bank is inconsistent with
the spirit of the bill. A branch bank in Boston does
not amount to the same thing that a regional dbank in Boston
amounts to0, in this respect, in addition to what has been
anid;

If we have a Federal Reserve Bank {n Boaton, the banks will
name six of the nic nine dirsctors, the government naming thrcLJ\
If we have a branoh bank hers in Boston, only four of the
diregtors will bernamed by the banks, three being named by
the governnent, because that is the provision of the bill.

In other words, although New England is & section of the
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écountry of veast induatrial importance to the country, we will
:hava more governmental control, we will have an opportunity
ifor grester governmental control here in Rew England, than
'ne would have in New York, bescause of the dbranch proposition.

. The Bscretary of the Treasury: With & branch bank, the
éheadquartera bank would select four directors for the
!branch bank?
i Mr. Phelan: Yes, I realize that, but there are three
§KOVarnmunt: directors , bear in mind, Out of ths seven men,
fthrou would be three government employes.
| The Secretary of the Treasury: I underetand, and perhaps
Iiyou made an error in your statement, Youassumed that four
of the directors of the branch would be chosen by the banks
ihore.
Mr. Phelan: Yes, I did.
The Secretary of the Treasury: Whereas the bank itself,
lthat is the headquarters bank would chose them.

Mr. Phelan: I made that error. But we still get away from
the local situation.

The Secretary of the Treasury: You get atill furthoer away
from the home situation.

Mr. Phelan: Yes, hut the proportion is four to seven,
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inetesd of eix to ning, as it §s in the Federal Reserve
Bank.

The Becretary of the Treasury: The proportion of govern=-
oontal control in the Fedsral Reserve branch would be larger
than in the administration of the Fedsral Reserve Buan k in

itseclf?

Kr. Phelan: Yes. That ie the point I wanted to bring
cut.

How, I could peint out several things in the bill shat
ebow the inconsistency with the epirit ¢f the bill of having
a large bank in the East.

The Seccrestary of the Treasury: 1 do not think the Com-
mittee needes any speclial argument on that particular
Questicn. I mean that I think the poini has besrn thoroughly
evaeloped.

Mr. Phelan: I did not want to lat it go unanswered in
the record, because it was brought out largely by the news-
papers in New York.

The Secratary of the Agrioulture: Bpsaking of thess
agricultursl sections and the loans on farm lande, that
difficulty you spoke of would be lessened by reason of the

fact that the loans are restricted to &5 per cent of the
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capital and surplus, or ?5 per cent of the time deposits?

Mr. Phelan: I did not mean t0 speuk about the farm loans, '
If I atd 1t was a alip of the tongue.

The Beoratary of Agriculture: I thought you did,

Ur. Phelan: I wish to speak about tho six monthe®
agricultursg paper. |

The Becretary of the Trezsury: Not the real estate loans?

¥r. Phelanz Not the real cstots loans.

The Becretary of Agriculturs: I beg your pardon.

dr. Phelan: If you gat a small bamk out in ths west or
southwest, you are going to have more trouble with the aix
monthe' papear.

The Secretary of the Treasury: I gather fron your argusent
that you ars inclined to the belief that the aminimum number-.
of banks should be estnblished rather them the maximum, bed
cause tho largar the number of the banks, of couree the
gresther probability that a rqigely agricuilural or scme purely
agriculturasl distriots will be esgtsblished. I mean that you
would get less diversification of indetries?

Mr, Phelon: I will say yes, in opitc of the fact that the
ARouse bill had the number from 12 up as & minimum, I do think
that at any rate in the beginning it is much better to start |
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with the minimum number, eo that you will get your banks

strong and get them working right. If subsequently you

can serve logcal interests better by increasing the numbaer,

you have the power to do so, or the Federal Reserve Eoard

bas the power to do it. That 4if it can be done, I am

inclined to think it would be better; and I would just liketo

say in addition to what I have maid, that I think & thing !

of as much importance as anything in establishing these

Rt T T

various diatricte, ie¢ to get a varied kind of paper to deal

with; because in that way you sre more likely to keep the

Foderal Reserve Eanks busy, you are smore liksly to do &

stsady business, and that particularly asppliea in the

agricultural districts; becauese if you get a district that

i is purely agricutlural, the danks will be very buay for a

few months, for a ghort peried, dbut for another long

poriod, they apparently will not be doing much of anything.g

The Secretary of th:s Trsasury: It is very diffioult to ge}

e T

& diversification in these districts. Take New England, whibh
is thoroughly homogenous in that respect, you cannot get the

diviersification here and you cannot in New York.

Mr. Phelan: You do not need it either in Rew York, cr New
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England, boocsuse thut businesa is steudy. It is wmanufactur-
ing businees.

;z The Secretary of ths Treasyry: Then you have a surplus?

g Kr. Phelan: And you will always do a rediscounting

% business.

; BTATEMERT OF HENRY B. SPRAGUE.
I Mr. Sprague: I em the Prasident of the Central Natiocunal
! Bank of Lynn, and I rerresent the Lynn Chumber of Commercae,
! Lynn baing the home city of Nr. Pbelaﬁ who has Jjust addreased
you. Perheps naturally I ought to follow him.
| You have heard somethingz about the importance of ths shore
indugtry of New England. Lynn is the largest manufacturer
of shoes, not only in Rew England but inthe world today
and the total value of her manufactured product for 1813
wag over eighty million dollare. The amount of our wages
is nearly 35 per cent of the totel value of our manufactur-
ed goods.

The bighest rates of wages paid in the country are paid in
the City of Lynn in the ehoe industry. Therefors, it ie very
essontial that we have & good supply of currency.

¥e receive cheoke from the entire country, from Seattle to
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|
i Henry E. Sprague.
i
H

' Texas, becauss our goods are distributed over the entire
%ccuntry. and the custom has guvown up of late, very un-
%fortunately for usg, for each customer to pay his bills in an
%1ndiv1dual check on his own bank. Row the hope of our oity
%13 that the collection of checks, whioh is a feature of the
{new law will be of the greatest importance to us . Notwith-
iatanding the great value to us of the privilege of re-
discounting, the great coet to us in doing our business i1s the
gollection of these checke. We have basn turned from
Ithe natural channel of the collection of thess checke to
4&1hany. which hse offered us ths greateat facilitisz at the
deast coat, so thet our reserves in Lynn and in moet of the
nanufacturing cities of Hew England which receive similar
checks, have been turned to Albsny abnormally, which is an
unnatursl place «fpr us. '

The Becretary of the Treasury: That is a perfaectly artifi-
cial movement,

Mr. Sprague: It is a perfectly artificial movement, &
perfectly artifiocial place to keep our ressrves. It haus
taken it away from Boston where it belonge and tied up the
larger propertion of our reserves in Albany. We should

come back to the City of Boston. In the cass of our own

i
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Henry E. 8prague

%particular bunk, the larger part of the reserves of our

ibank, which are considerable, becszuse we are compalled to

écarry nearatr &f par cent, than the 15 per cemt permitted to

aountry banks on zoccount of the nesds of our business- the

larger part of our reservss are in Albany. That is

taken away from Eoston ani New England, and 1i{ should be

breught back here.

The Secretary of the Trsasury: Tc¢ what extent do you

‘apsume that Few Enzland ressrves are oarried in Albony
!

jtnrcugh that artificisl inducement?

)

i Hr. Sprague: I think more then fifty per cent of the
I

reserves of Hew Englend cities, if I may cite Lynn ae an
example-~ are carried in Albany, whereas nona ¢f eur
reserves should bs carried there., They do not belong
there,

The Becretary of the Treasury: Roughly spesking,
will you tell us what it srounts to in dellars and cenist

Mr. Spragust I oannet tell you but Iwll bhave s state-
mesnt of that submitted in writing.

The Becretary of the Trezsuryt ¥hen it 1n‘subm1ttod it

%ill be made Exhibit A to Mr. Sprugus's testimony.

Mr. Spragues That along should make nll New Englund united
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Henry B. Sprague.

i for a regionsl bank in Boston. Aside from that 1s the
| great importance of ths fact that the shoe industry
muat be & large borrower of money, and its natural source

of borrowing is in Bosten. Its paper is known in Bosten..

| Our relation with Boston are most intimate. The most of our
!aanufacturere have 3ffices in Boston. We are a part of
i;Boaton. end New York doess not knowx ue and does not wish te
know ue in the sense that Boston does. -

' At one o'clock P.¥., the Committee took a recess until

| 3130 o'clock P.NM.

é
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AFTER RECESS
STATEMERT OF MR. H. L. HIGGINSOR.

Taé gecretary of Agricullure: Major Higgineon, you know
the probler that we are confronted with?

Mr.Higeineson: I do.

The Sacrstary of Agriculture: Of dividing the country
irto not lsss thaen eight or amore than tmelve districte?
and loocuting a Federsl Reserve Bs#k in each dletrict. Ve
shouldbas delightad to have any information you can give us,
esreclially about the eastorn aection.

dr. Higgineon: It wsould seem to me that we had detter
have & bank here, because there is a great deal of business,
and New York or any other place would not be likely to know
about 'our securities, our paper, huw goed & mote ia; and
becauss there ie & great deal of businee« here which ought
to be osred for here. And irasmuch as this law has boen
made, and the regional bsnk system adopted, which ie , as it
ware, on trial, it so:.me to me it would be againet the policy
of that theory to limit the number of banks. You have leeway
enough and we may just as well have twelve as elght, as I

understand it; dbut at any rate that ia the theory, that the
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B, L. Higginson,

benks ehould be distributed snd that each rezion ehoulc have
its own chance. For that reason slons it would sees to me
quite & clear thing that we should huve & bank here. In
Kew York they camnot know what we want and cannot know ths
Guallity of what we have to, offer, and if they get 2 lot of
notes, how do they know how good they are? They will know
the quality of the banks, probabkly, and that is all. And
it i3 a cuze of knowledge.

The f¢oretary of Agriculture: What territory would you
inoluie, Major, in the district, if s bank were loocuted here?

MNr. Higginson: Well, I should tauke in meat of New
England; o good psrt of Connascticut, I supposs, dealsx more
with Bew York than we do, the weastern gart of Conmnecticut
and perhape the western part of Mussachusetis desls more
with New York, perhsp fros the Connecticut Valley dewn,
than thay would deal with Boston} thersfore, I would let them
g0 thers. People will go whera they want to in any case,
#ill they not, if they ocan?

The Secretary of Agriculture: Yes.

Mr. Higginson: And what is more, as the power of tha

whole thing rests in ¥®ashington, I tske it the real rub

|

of the whole thing rests with the Reserve Board, Theywll
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H. L. Higzineon

oblige these banks to accommolate the otherz, but people
will go wherse they want to go. 4 man will keep his account
in Hew York, and therefore he will go there. But it cught to
ba said that I know aboubl as little about 1t as anybody in
thio town,

The Bacretary of Agriculture: You ars modast.

¥r., Higeginacn: 1 do not know,ths truth ie worth wxhile
somctires, Mr. Secmstary.

The Seawetary of Agriculture: You look rather at the
aggregate of reaerve povwer sstablished under this Act and
the ocoordination of thesse agsnolss through the central bosrd,
do you? |

Mr. Bigpinson: I do. I regard ths central board as the
whole thing.

The Sscrstary of Agricullure: From that view you do not
raogard the argument that there should be an overshadowing
bank in New York of great impertance.

¥r. Higyineon; I sa & Demoorat, end I believe in making
things ressonably equal. You cannot prevsgt the power that
one aan or one set of men may have, becnuse of their industry
and ability and power to push, you cannot change that., If

you do, you %111 have to change the universs,, and that is
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not 2n ecny thing to de, sven for the Democratic Psarty.

The Scoretary of the Tressyry: That is the firet time T
have heard sny limitetion of ite powers euzrested.

The Becratary of Agricultura: The argument has been
advancad, Kajer Higgineon, that a2 bank with approximato;y
45 or 50 rer cent vould be essenti:l to commsnd the respect
of Europe and to accomplish certain control over discount
ratee ond foreign exchanges and give the requisite command -
of banking powers, to furnigh relisf here and there, to
Eoaton, fer instence.

Mr., Higginason: Well, Hr. Sccratary, I believe abseclutely
in a central bank and branches, and I believe you huve a
central bank and branches; you cell it something else. I
know the view with regard to the whole bill., I knew how
the Preaidanf thought about it; he was kind enought to tell
me before the inaugurstion what he meant to do, and that 1s
the way theywant to spproach it. But you caunnet change the
real nature of thinge. Ae regsrds the influencs with
Europe, 1 rather think chersctar does it a great deal more
than means, and any branch, if they know they are held
togather, if the committee at Washington s what you should

make it, they will zet all they need.
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H. L. Higgiunaon.

The Becretary of Agriculture: They will leak to that
rather than to any cne of the aight or twelve regional
banke?

"‘Ur. Bigzineon: Thef vill, if you get firet rato men, and
I have no doudbt you will,

The Secretary of Agrtoulture: Your chief ground for
thinking there ought to bte a bank here is that you would
have six men selectad by the banke in this conmurnity who
would know the situation.

¥r. Higzineon: I should think so. Usually when we want
to know & thing ws go to the men who do know it inatesad of
asking a man who does not knov §it, and it is on account of
that, and that theory which you have set forth, that you
are going tat it in a certain way, and let us try it out
and see., I dare say you are right and it would be a very
bold man who would say you are wrong. Everybody I know is
plaased with the Aot ae 1t is. Let us try it. If you are
wrong, you will learn it. There are things called news~
pupers which will be after you, and if the citizens cannet
get what they want, I fanocy they %ill speak to you about it.

There is one thing I should like to ask the Sacretary

or the Cabinet, snd that is about whether directers are to
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quit their bunks or not. T desl w#ith my bank all ths tims,
end 1 am 3 director therae, and I do not think I get anything
mere out of them then any other fallcws doesg; but if we are
to gquit or go to jail, I prefer the formsr. (Laughter) Ve
should likxe 8 rulinz upon that very much indeed, and when ‘
you ara ready to give it I hopo yourwill have the kindneas
to do so.

The Secretary of the Treacury: We will do almost anything
to geep you out of jsil, Kszjor.

The Secretary of Agricullure: We bhuva asked that that
Question ue preeented formally, so that ws might have it
fully coneidered, and it will be presentaed,

Mr. Higginson: I have no doubt you vwill do it as soon
88 you can, and I hope both of you ore impresesd with the
fact that we wish to be good, and we will try our best.

- Ths fecretary of Agriculture: Thank you, Uajor,

The Secoretary of the Treasury: sy I ask just 6nc
qﬁestxon. You referred to the fact that wsstorn Naesachusstis
and Connecticut perhaps mizht be included in the New York -
digtrict, upon the theory that they had more .relations
with New York perhape than with Boaton. Your view

ihers is based lergely upon the quustion of exchange,
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B. L. Higgingon.

‘18 it not?

¥r. Higgirson: Yes. Well, Mr. Sccretory=-

The Secretary of the Treasury: I moan exchange between
the banks of that seotion and Few York or Bcston, as the
cuae wmay be.

¥r, Higcinson: Yes, ¢f the men who g0 to NHew Yorz. A
great many of thoss men in that part of Connuacticut would
rether go to Kew York than horq. llei York s ® wickeder
place than Eooton, you krow, and theraefore more ugreeable.

The Secretary of the Treasury: I had not heard that
before. You seu, Major, wé oontinue to get information ae
wWe 50 along.

Mr. Higginason; Y¥Well, I am very gled. I did not suppose I
could teach a New Yorker anything, and I remesber, Mr.
McAdoo had been thers some time.

The Secretsry of the Tressury: You eee, I am not a netive
proiuct, so I am still able to learn.

Kr. Higgineson: I wne born there snd came here, because
it 2o bappenad, and you were not born there snd went to Hew
York, and we are on the same feoting.

The Secratary of the Treasury: Well, you can speak with
greather autherity than I can..

Digitized for FRASHR

http://fraser.stlouisfdd.org/
Federal Reserve Bank of St. Louis




piv H. L. Eigginson 591

lir. lilggineont M)y oun belief is thal you cannol make

' men do what they do not want to do. Even the Demoporatic
party cunngot do that.

The deoretary of the Treasuryt I do not know, zome of
i thece banks say we arg compelling ithem to ¢o what thsy do
| not want to do with ithis alleged power of compulsipn,

Mr. Higginsont One of the lecarned men in the business
sald to me the other day, "Why 'should we go intg this hplan
until we know what that committee is in wWashingtone®., I eald
there you have to truct teo the lord and the gentlemen who
have it in their gontrol, and I do not believe there are any
gentlemen who will manage it better than you. At any rate,
there is the uu;urtant point, 1if you get’rirst rate men,
First rate men do not want to go on that Board! You do not
pay & decent prigce for an able man, but that is not your
affair. Congress 1A wiser than most of us, and they know
about what & fellow ought to have.

The 8'ecretary of Agriculiuret There are a great many men
willing to render publi¢ service.

The Hecretary of the Irsasury: Regardless of compensation.

Er. Rigginsen! I know, but sometimes thelr service iz not

uou-rth hsv:lng,
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STATERNT OF FOBERT W. TAVI.

¥r. Taft: I am Presicent of the Morchants Katipgnsal Bank
of Providence, the largest natignal bank in the state, I

| came do¥n here today to favor Boston as a roserve city for
New England, or such part of New England as would seem best,
Ky bank accepted the Act gn the 29th of December and on last
Monday presented _t.his resvlution,

The deorstary of Agriculture: Will you read the
{  resolution?

Kr. Taft: "Voted: That the President aund Cashier be, and
hereby are, instruocted to adwoate Boston as a Federal Reserve
clityv,

The decretary of the Treasury! Do You undertake tgp speak
for the banks of Providmce, or only your own bank?

Mr. Tafts I speak not only for my own bank, but therse
are eight national banks there, and five of them have
signified vyeorbally to me that they approve of B;mton. one

of them i in faver of New York and the gthers are non-
commital. There are twp state banks there, Mr. ¥cidoo,
that I think are favorable to Boston. They have said the

same thing, and thres trust companies in the Clearing Houss,
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¢ which have not, as far asl know, statedtheir prefarencs.

i The Secretary of the Treasury: Is the bulk of your

!x exchang e with Boston or with Xew York?

‘i Mr. Taft: I think the bulk would be with New York,

The Secretary of the Treasury: You ihink the bulk would
| be with New York?

¥r. Taft: Yeas,

The Seoretary of Agriculturet That is at present?
HUr., Taft: At present, yes,

The sSecretary of the Treasury: 13 that dus to normal

causes, or 45 thera any artificial stimulation anywhere
that occasions that? .

Ur. Taft: Business np doubt, tends toward New York rather
than Boston.

The secretary of the Treasury: ¥hy do yow think therefeore
it would be better to Pe associated with Boston instead of
New York?
ur. Tarts ‘Partimy for patriotiec reasons, I think New

England 15 an important part of the country and should have
& Reserve Bank,
The deoretary of the Treasury: D¢ you think that the

busine 88 and commerce of Rhode Island would be just as well
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cared for by incorporation into the New England district as if
it were in the New York distriot.

¥r, Taft: I think so. Of course, it is pretty hard to
tell just how it would agtually work out] but I should think
80,

' The Secretary of the Treasury: In view of the fact that

' the bill provides that every Federal Reserve Bank may accept
checks at par from other banks, and chécks and drafts drawn
upon any of its depositors, you will have established an
entirely new system of exchanges,

Mr, Taft: Yes.

The Secretary of the Treasury: So that checks on the
Boston Resorve Bank, for instanse, would pass current and
be just as much in demand for any purpose,

Mr, Taft: Providence is & par point at the present time,

The Secretary of the Treasury: So you would probably be,
under thoae conditions, just as well served at New York?

Mr. Taft: I think mo. Would you like this statement of

our bank?

The Seoretary of Agrioculture: Yes, that may be filed as an
exhibit.

(The statement presented by Mr. Taft is as follows):
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Abstract of Condition of ihe Merchants yational Bank at

the close of business Jan, 3, 1814,

- - -

RESQURCES:

Toans and discounts $6,657,513,233
U. 8. Bonds, 1,000,000.00
Other bonds and securities 1,754,184.99
Banking House 100,000.00

Due from Ranks pilher than Reserve 174,5848.38
Checks on other Banxs ' 37,440.46
Due from U.B.Treasurer 65,600.00
Cash in Vault 449 ,147.49

Due from Reserve
Agents _1,614,207.10

2,126,954.59 $10,852,951.65

LIABILITIRS: |
Capital $1,000,000.00
durplus 750,000.00
Undivided Profits 385,467,589
Fational Bunk Notes putstanding 896 ,400.00
Deposits 7,824 ,064.06

Bonds Borrowad 85,000.00 $10,852,951.68]
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STATEMENT OF B. A. DAVIS,

!
l
i
i
i
I
i
i
l
|
!

5 The scorotary of the Treaswury: You are presicdent of the -

i

i ¥r, Davist I am Cashier of the Xational Bank in Bethel,
1Vemont.

|

|  The secretary of Agriculturet Could you tell us anythirg

d

| you have in your mind in connestion with this problem?
i
1

; Mr. mvia. This morning something was sald about the

‘weatom part of Vermont going ito ¥Wew York, I think there
|
||1a a reason for that: The exchange question., But under the
l

lf now bill, that question is eliminated, there is no reasm,

h and under the new conditions I see no reason why they should

‘, go to New York, I think they would drift back to Boston,

ii where they wors originally, because of guicker aervicg,'

; quicker returns, and the reason for their going to New York

inow especially is the exshange they get there, oheoks

colleated free of exchangs, and ¢f course that is important,
The Sseretary of Agriculture: vwhat part of Vermont do you

live in?

i ¥r. pavis: About the central part of the gitate, opur

bank in particular has come to.Boaton in spite of the

| exchange, because of quicker returns, and we think it is

d
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The 8scretary of Agriculturc; You belisve there shgull
be a bank established here.

Mr, pnvia; I think Vermont would desire a bank tpbe
; establishad here, It would naturally come to Boston because
! it im nearer and affords quicker service, That is the only
i point I had in mind, was the question of servigs.
;" The seoretary of Agriculture:; There are some gentlemen |
from out of town proesent, and I think we ought to give them
| an opportunity to be heard, because those who live here are |
l' of course at home. May I ask 1f those gentlemen from Boston‘
would de willing to glve way to these gentlemen from Spring-
1 field, Pall River and Holyoke, and others who ars here from

out of town,

i SIATEMENT OF¥ JORN JACOB ROGERS,

{

| The gecretary of the Treasury: ¥r, Rogers, I presums you
|

know our problem, the division ¢f the country into districts?

Mr, Rogers: Yes.

The georatary of the Treasury:t Ve would be glad 1o have

your views on this question,

|
1 Mr. Rogers: I wish to say that I sm not a banker or !
|

| versed in banking, nor am I an offiger or diraStor or in any
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"hnay connected with any national bank, 1y point of view, I

'suppose, i that of the man on the strest, I represent the
fo

‘district of which the City of Lowell, about 28 miles to the
|
north of here, is the largest place, and during this Christ-
;
: mas recess of Congress I have besn putting in most of my

It
Kt

rtime in Lowell and in the towns about Lowell in the districs,

.fnrylug to got the Bentiment of the people on as many differ-

! ent points as I could, I have talked with a great many men,

’aud I have talked with men who were suppossd to know some~

!g thing about this bankiyx qusstion and this pedersl Roserve
:1 Bank question, and with abgreat many men who did not pro-
;,reu to knovw anything about it, But as far as I have been
i able to ses, there has been a very striking unanimity of
feoling that Boston should be onhe gf the Faderal Reserve

centren} and I think that that is ascribable to the faat

! that from the time we go to school and study geography, ve

in this sesovion of the country are accustomed to regard New

England as a unit by itself, That is perhaps an historical

|

-[ situation and perhaps a sentimental situation in pars, bt
it has its real root in the results which flow from it, and
I think it results, teo, in the feeling that the puople of

: New Bngland all share pretty much, that they want to be
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regarded as separate and as cohesive &3 they possibly can ’l:ba.i
of course, we know that in yew England, rightly or
wrongly, there is a very general suspiolion of New York and
its banking methods. That may be cheeked as the resultv of
the snactment gr ithis law, but it certainly is a fact tobe
reckoned with at this time, And I think that if we are to
have a most efficieut and faly trial of this law, as far
as New England alone is concerned, it would be achieved by
causing Boston to be made one of the Federal Reserve centres,
How I am not prepared to say that there gught not tg dbe
& line of demarcation at the southwest a;ction of Now
England which would flow into New York. It is a commuting
section there in part, and of course their busina ss conneoc-
tions would flow into New York City rather than into Boston,
But in a general way I ahpuld say that: the small ¢st Zone
which should flow into ¥ew York from New England, when these
lime s were made up, the more desirable would be the result
achisved.
That is all I care to say, I thank you very much for
the opportunity to dbe heard.
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STATEMENT OoF MR, JOHN J, VARTIN,

uUr. yartin: I am President of the Exehangs Trust Company,
and Presidet of the Massachusetis Real pstate Exchangs,

I might eay this much, Mr. jecretary, that I am here
as reprensntative, net as President of the Exchamge Trust
Company, but of the Massachusstis Real Estate Exchange.That
is a body of 700 or &00 men who embrace the entire gtate of
Massachusetts, und I am sent here v;ith o megsage from those
men at a collective meeting, as a body, to say that in thelr
wisdom and in their best opinion, Boston should be the
contre Reserve city for one of the banks, ¥e bellieve ihis,
and as there has becn so much sald by my predeceascors, s
many words have boen taken from me, that it is rather hard
to got back without repeating, dbut we men here of Mazsach-
ugetts know each gther and we know our methods and ocur way
of dealing, and we are somswhat sceptical, that were we
the tall of Yew York, we would not get the service to which
New Bngland is entitled. As you know at this time, and
apparently for the J.ut few yoors, Now England has had an
awakening, a deeided awaxening, The people are poming more
in%o their own here, and we want to conunu; in that line,

I bolieve it is the policy of the government to encourage
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the different sections of the country, and we believe that
Hew England should be encouraged by giving to its people the
gervice of the bank which we ask of yow.

Oone mattor here Loday has not been touched upon, and that
is Mains, I have been recently in yaine and I might say
this for the bankers I have met in Mxuine, that thay are in

hearty accord with having Boszton made the dbanking centre,
Por instance, speaxing of the agricultural interests of
¥aine, the great potatg orops we get from uwine and the
great lumber industries, if thpse were sent tg New York,
gentlemen, through a branch banik, it would be simply in &
chain. We are a great growing community and we want to
have direct administration of our banking affairs.

One point X might make is t.hia; You know in times of
stress they all run to one hole, That is something we want
to avoid, We do not want to be hitched or taocked on to any
other bank, We want to have a bank of our own so that in
times of stress we may be able to deal with our owm paeople,
¥ho is the better judge to deal with people thun the people
in one's own communivy?

In addition to thupf ether offisces, I am alrEo Vico-

Presidet of a boiler conscern, gne ef the largest concerns
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s

}:S.n ile country, here in Boston. ¥e ship our goods all over
!

rx.he United dtates. There has been very little said from the
:

iin&nufacturcr'a standpoint, Ko 48 i1he vital point of the en-
|

i tire situation, It is our manufacturing industries which are

)

| largely interested in this, and they must be given support

i
at the oritical moment and have vheir smaller banks to re-
!

q
discount their paper, and thab i3 where we are going to

| build wup New Bugland,
| Gentlemen, we are entitled to the bank here and we want
{

ft.he bank here, Ve are a unit in the matter., Wwhen you
|

'‘speak of Vermput, one of the principal citles of vermont,
i%Brattleboro. is only 110 miles from here. We are not spread
j‘ out B0 much, we have the rails sproad out like an octopus,
and as the bankers have sald hers, We¢ get in close communi-
'Pat.ion with each gther in very short time,

The Seoretary of the Ireasury; There ares & number of
}lfpoopla from gut of town here and we should like o hear from
l%t.lmm. Id anybody here from out of town who is particulariy
mnxigus to get away? 1If s0, I wish they would make theme
selves known, |
Hr. 8teovens: I am from Hartford, and would be glad to
'!Bpuk to You,
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STATBSENT OF ¥R. H, W. J1BVENS.

The Sscoretary of the Treasury: We would be glad to hear
ftrom you and any others, if they will hand their names to

‘the decrotary,

' M¥r. Stevens: 1 am a delegate representing vhe Hartfard

!

{ Clearing Fouse, I have a leiter from eovery member of the

i‘ Hartford Clearing House addressed to yourself aa decretary.

k
iI have a letter from the Businessments Association, and I

==

! am here not to oppose a regional bank in Boston but merely |

}
%;: to oxpress ihe preference for the city (o be in the distrioct
l;ior New York.

I have not any argument to present, but simply the fact
that the sentiment of Comnectiocut &8s almost unanimous and
the sentimsnt of Hartford is eniirely unanimous in fawr of
iNow York. I wish it were othonise, because I lived in
iBoston myself 30 years, and would be very glad to have it
othaerwise, But the fact is that not only our exchange
is largely in New York, only 18 per cent being in Boston,
but the acguaintance of Hartrorg People and Connecticut
people is largely in Yew Iori:, the tma;ct igns are largely

with ¥Yew York, snd New Yo'ijk investmts are better known in

IJhx't:l’m'd, and I think Hartford investment s are better known !

1org/ . 3
nk of St. Louis '
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in Yew York.

The geocretary of the Treasury: Under this bill where all
exchanges are parraed bptween the Reserve BRank and member
banks, would 1t make 80 much difference if Hartford was in
the Boston dimtrict or New York diatrict?

Hr. Stevens; I think that wgul d have a vary material
effect, to relieve the situation so far as exghange is
concerned, And I would like to say right here, as an
expresslon of ny ovn feeling, that the Clearing House

features and provisions of the new bill striks me as .among
the moet important, Tho first thing that broke down in the
panic of 1907 was our collection facilitlies, and I think
an improvemont in that conmsotion is fundamental, And the
provisions of the new dill seem Lo me such that they can
and thgy ought 1o provide womlerfully improved fasilities
for the collection of cheocks; and of ocourse, New York

exchage would not be as important under thoze conditions
as now,

The jeoretary of the Treasury: You unierstand, of oourse,

¥r, 8Stevens, that ths normal course of transaotions baetween

~ the member baunks is not interrupted by this system, The

oreation of Federal Reserve bansks ihemselves is merely an

http://fraser.stlouisfegd.org/
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| additional faocllity. Now in that aspect of the case, and

, in view of the parring of exchanges here, and the elimi-

| nation of the importance of ¥ew York exchmges as it ia now,
| would it in your judgment make any material differencs to

‘ Hartford whether she was attaocbsd to the Boston district or

the New York district, I mean as a practical commercial

proposition?
¥r. dtevens; It is very hard to answer that guestign, sir,
The fact 18 today i# that it is very much againat the

sentiment of Hartford and indeed of Connectiout, That is

the fact, and I do not see how I can velry well go badk. ‘or

that.,
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The gocretary of itho ITreamuryt Ho, but I moan disregarding
mere sentiment, and looking at i{he gquestion from the
adonomic standpoint, because the Committee rust look at it
from that ~-

ur. st chnsé Surely,

The Secretary of the Treasury: Not only as to what would
[ be best for Lhe district, but for the country as an entire-
LY. Tooking at il from that standpeinti, would Eurf.ford be
injured 4if it was attached 1o the rederai Reserves Bank in
Boston?

'r, dtovens: Hartford is a very large buyor of commers

cial paper, Vo have not sufficient borrowing demand in ﬁart-
ford for our money., ¥%e have Lo buy a large amount of come |
mercial paper. The commercial papur whioch we own would be
better imown in Yew York than in Boston. ZThat would be

one important thing to consider in the case of redlncoﬁnta.
although I do not think Hartford would be wry likely ta have
many redisopunts, And yet under this bdill I do not see

how we can tell what the future 1s going to be, It has gogd
possibilities, and we may be vory glad to avall gurselves of
rediscounts, If we should have oceasion tgo dp that our

paper would be better imown in yew York than in Boston.
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The desrotary of the Treasuryt Well, if your paper is good,

\
| and 1v is rediacounted upon the endorsement of the member

|

|  banks anyway, assuming that ihe Boston resources were suf-
]

| ficient, you would have no trouble, ¢he question would
arise as to whether the resurces of Boston would, from

your point of view, afford you at all times as adequate
facilities as thpose of Yew York,

Mr, 8tovens: I see what you are driving at, Persgnally
I have o very large sy:npathy with that view, and believe in
it. It seems a pity that New BEngland should not be solid
in support of a regional reserve dank,

The georetary of ths ITreaswuwry: I have no opinion either
way, I am simply trying to develop ihe eCynomic faots here,
whioh of course are the determining festers. X wanted teo
get from you an expression if possible as to whether or net
there would de any actual disadvantages to Rartford if she
vas connected with the Faderal Reserve Bank in Boston as
against yew York, Qhat is disregard ng seatiment altogether.

iur., stevena; When Mr, Blinn gave his figures this morning,
showing that the ocapitsal of the Boston bank would be scmo-
thing 1ike $9,000,000, with deposits of §34,000,000, I could
not help thinking for a moment that I would rather have

rg/

#tock in that bank, with that proportion of deposits to
of St. Louis -
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capital, than to have stock in some of the other banks,
do that from the standpoint of a stock investment, stock
in the Boston bank ought tg sell pretiy well, as compared

with the Ncw York bank for instance, and with the principle

which ia bagk of the regional bank system, I do not know
tha_;}would be any serlous loss to Hartford, I want to De
perfectly frank cnd fair in the matter =«

The docrotary gf the Trsasury: certain‘:Ly.

Ur, stevens: 1 am aimpl& bringing you the facts as they
| exist at the prosent time.

The 3eoretary of the Treasury: of course on the (uestion
of resources you are aware that the actual capital and
deposits of these banks do not reprosent their ultinate re-
sounces at all?

ur. Stevens (Certvainly not.

The gecretary of the Treasuryt sSuppose that the Reserve
Bank hasthe right to apply to the Federal Reserve Board for
issues of currency against its liquid assets, and thenm in
addition vo that government depgsits which are not coneidered
in the figures given hgn -

¥r. gtevens: I undﬂr'tmd “that.

The gseretary of the Treasury: o that the resaurces

iiacer siouref 9% 4BY 0N of the units of this sysiem will be as great as

Federal Reserve Bank of St. Louis
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* vholr ability to put wWp & gold ressrve?

! ¥r, stevens: Yes,

[

i The georetary of the Trsasury: 1 mean the reaources in
;

oxcess of thelr dejosite and capital will beg as great as

i thelr ability to put up a gold reserve, and their liquid
| paper?
; Mr., Stovens: Yes, Of course we in Connecticut realize thak
{ we must go where we are put, and if we are put in the Boutgn
digtriov, of course we will have ng alternative, and you may
be very sure that we will do the bdost we can for gurselves,
and for the district also,

Tho gearotary of the Ireasuryt I am quite sure you will
meot 1t in a patriogtic spiris,

Mr, Btevens: Butl the feeling -- and that is what I must
report -=-

The 3corstary of the Treasury: Thu was the semtiment?

ur, Bt.enm; The sentiment is strong in favor of the
Yew York district, I have neaver thought that there was any
thought whatever that Conneoticut or western Connecticut
would be put intp the Yew York district, YNeither have I eover

had any dowbt in my own mind that there should be and would bg

& regional bank in Boston,
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"
l: STATEURNT OF SILAN B, ADAMS,
; ¥r., Adams: I reprocsent the Portland Board of trade,

The Jscretary of Agriculture:; Wwe shall be very glad to
have your vioesws,

¥r, Adams: I am spoaking now asPresident of the Portland
J Board of Trade, 1 made a personal canvass of our financial
institutions, and with two ecxceptions I found them in favor
of the selection of Boston as a city to have a regional
bank, one of the twy exceptions said that ihelr board were
perfectly willing to accept ihe decision of the Bo ston bank-
ors, as whatever thalr decision was would of negessity
have to be accepted by Portland.,

The other gentlaman was cashler of one of our largest finan-
cial instivutions. He sald that ho would prefer that Boston
be a branch of Rew York because of the larger respurcas which
would accrue from that arrangement,

From a personal canvass of the merchants, ihe customers
of the Portland financial institutions, I find without ex-
epption a menmtiment in r#wr of Boston being selected a8 g
regional bank,

I took pains to in@uire the attitude of some of the pther

byards of trade and Chambers of Commerss throughout the

org/
of St. Louis
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3dtate, and with your permission I will read the following
telegrams:
*Lewisjon, Me, Jan, 8, 1914,
i dilas B, Adams, Pres. Board of Trade,
Portland, yaim.,
Lewlcton and Auburn banks unanimpusly favor Boston for
regionsal bank,
John L, Reade."
I have alsg received the following telegram from Augustas
*Augusta, vaine, yan, 8, 1914,
8ilas B, Adanms,
Portland, »aine.
here
Bauks/all approve regional bank in Boston.
0. B, Nacomber."
I have alm received the fgllowing telegram from Vater-
ville!
"Waterville, Me., January 8, 1914,
8ilas B, Adams,
Presi. Board of Trade,
Portland, uaine.
¥aterville banks and Waterville Chamber of Commerce faver

Boston as regional Ddank city.
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Vatervills Chamberof Commerce,

Frederick C. Thayer, President,
¥. K. ¥, Abbott, gecretury."

Als0 the follpwing telegram from ithe secreatary of the st“T
Board of Trade:

*Bangor, yalna, yan, 8, 1914,
gilas B, Adans,
Presideat Board of Trade,
Portland, aine,

P, V. Adams Cashier of Merchants yational Bank and Geo. A.
Corby cashlier decond National in Boston today advocating
regional bank in New Bngland President Chapin of Bangor Clear-
ing Eouse informs me Bangor banks are unanimous in favor of

Boston as regional bank city.
EDVARD M. BLARDING.®

I will state that 1 saw Mr. Adams of the ¥erchants yational
Bank of Bangor here in this roem this morning.

That 18 all I can give you in my official capasity.

As a manufaoturer lpoated down in yaine, quite astively
interested in five different induptries, I want to oall
your attention to the faot that sentiment canngt perhaps be

absolutely i1gnored beosuse sentiment sometimes creates the

R

L)

.org/
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hardest kind of hard facts,
| Speaking with my associatos, they seemed to think that if
Boston was not selected as the location for a regional bankp

|  New England would in a way lose its prestige. Loc%tod

as we are, cown in this remote corner of the couniry, where

%8 must bring our raw material away up there and manufagture
it, porhaps with more skill than anyshere else in the countr
== bhut we will disregard that =-- and vhen send it basck t¢o th
oustomer, with Lthe impounding advance in freight rates, we do
not relinguish any of vhe prestige that we New England
zanufagturers require in order to hold our plugce in this
grand procession of industry, (Consequently, if you are con-
vinced that tho sentiment of Xew England is in favor of
Boeton, I xnow it will rocelye the fulleat consideration at
Your hands, ' | |

The decretary of Agriculturet Vhat time does it take the
mail to pass from Boston to Your home?

¥r. Adamst Thres a.uﬁ one half hours,

The gecrevary of Agriculturet AaAnd rrem New York?

Mr. Adams; It 48 ten howrs at prount'.. ynder the

rovised time tables which aré threatening, it may take

us longer.
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[y

The gecretvary of Agrioulture; Do you think a board
selected by ths banks in this section would know more about
conditions in yaine?

Mr, Adams: I am very glad that you raised that point,

j ¥e foel of course that New Bngland men should pass on New
Bngland securities and on Xew England paper, Why should it
not be natural for the man who is best posted in each com=
xunity Lo pass upon the merits of the paper gf each commun-
ity? Ve o nsider that of vital importance, that Xew
England should have a representation on the board,

The gegretary of Asrioulture; And ¥aine has no feeling
in favor of a division of the Jdtate?p

¥r, Adamss Xo, I may asay that yaine has for generations
regarded Boston as its bilg drother, I know that the
comnercial organisations look to the Boston Chamber of Com~ .
merce fpr their inspirations and that the most harmonigus
and cordial relations exist betwoen the organizatione in
Maine and the Boston Chamber of Commerce and kindred orgun-
izations, The state line is not a very sharp line of demar-
cation, |

The gecretary of Agricultgro; Wé are very much gbliged

to you,
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BTATEMBHT OF FRANCIS H, DEWEY,
The gedgretary of the Treasurys Mr, dewsy, I beliasve you
. are the president of the Mechamiocs' NHatignal Bank of

' ¥Yoroester,

Xr. Dewey! Yes, The Woroeaster Clearing House is asked to
. M;nd a representative to attend this meeting, and I appeur
: here asits representative,

our banking relations with New York have always dbeen

. entirely satisfactory, but I presume it would hardly be
oxpacted that the heart of the commonwealth would fail to
throb in unison with a heart 1located at the hub of ihe
universe; and owing to our proximity to Boston, and to our
indirest relatioms with Bgoston banks and bankers, and business
‘'men, We feal that if the predominating sentiment -

as it oertainly appears to me -~ 18 in favoer of a reservs
bank in Boston, we ahpuld acquience in that judgment, and
should willingly accept that conclusion, That is all I de-
sire to say.

The decretary of uriculwre; YWould it be a distwrbance to
lyour normal condivions, Xr. Dewey?

xr. Da-aﬁ It iould not, we sannpt fgel that it would be

P disturbance of our normal conditigns.
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The gecretary of the Treasury; IV would preserve them,
would &t not?

Ur. Doway: It would keep them very muoch in harmony with
what thay aro at present, We have of course now a reserve
ageut in Boston, ons in ¥Yew York and one in philadelphia,

and our collsctigns ars made in acsordance with thoss dis-
tricts and are made satishctorily and well. I cannot see

that there would be any disturbance by the new arrangement,

STATEVENT OF FREDERICK ¥. MANSPIXLD.
The Becretary of the Treasuryt You are ths giate

Treasurer of the Btats of Massachusgettisy

Mr, Mansfield:s I am not yet, but will bPs, I am atate

Iroasurer elect, and I take office on the third Vednesday

in January under our Constitution,

I approach this subfest frem two atandpoints, pesides.

being the Treasurer elevt, I have also boen for many years

attorney for the American pederation of rabor here and for

very many labor unions and for orgunized labor generally,

and I feol that I ropresent the people, the laboring people,

not only as being attoraey, but alsg because, being Treasur-

org/

er eleat, I suppose the Treasunsr elect represents all of the
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people in this Commonwealth,
some Weeke ago 1 received from the gentral yabor Union of

Yorcester a letter complaining very bitterly that the

' laboring men there could not get monay on mortgages of thelr

homes if they wanted to ralse any, and that letter was sent

by me to the banking commis:cioner at the gtate House in

Boston., 1t met with the obvious reply that there was no

law to oompel them to lend money, and that they could re-
fuse to lend it if they wanted teo, and alsp that mongy was
scarce, and so on.

I am not authporized to speak officially on this pubjeot

on behalf of the laboring men, but I am very sure that I
know their attitude, and that if they did have 8 meeting
they probadbly would authorize me to come here and say a word
for them,

I foel that the establishment of a bank here would to a eon
tain extent give them sonfidence that they oould get money
a little more easily und more readily than under fyrmer cof-
ditions,

As Btate Treasurer, if I am at all authorized to speak in
that oapascity, I suppose I repreassnt the aclomulated moneys
of three and one half millien pegple hore, and that Y am
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really the only banker who represemts the people, asfar as
;bmkera gv., In so far as Y can officially speak for them,
E:[ most earnestly urge that a bank be located here; because
it seems to me that all yew England, and the capital of

Nsew REngland ought Lo have such a bank, I understand that

wyl er the ta;ma of the law state bonds and short term notes
in anticipation of taxes, can be invested in by these banks,
and 4f there is to be established here a_bank uf New England
Poople and with yew England money, it seems to me’t.hat as
Treasurer of the Commonwealth T would much rather have that
bunk here¢ than in nwew York,

1 am also aware that 1 cannot say anything very new but
if I have been able to say old thinge from a new atandpélnt,
or a new angle, I feel I have done zome good,

The laboring paople, vrganized labor especially, wants
more and frser money. I cannot speak for unorganized
labor, becauss they have no method of expressing what they

do want, They have no machinery for the expression of their
wants, But I have no doubt that the ordinary laboring man,
regardiess of unionism, and regardless of organization, would
be in favor of a bank here in poston,

The gacretary of the 'ri'cuury: ¥e thank you very much..
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. BTATEMENT OF JOSEPH H. O'NEIL.

The georetary of the '.l'rea.aury; You vere formerly a
member of Congress, and you are now the president of the
Federal Trust Company of Boston?

ur. o'Heu; Yes, I come here today aa the representa~
tive of the trust companies of Hassachusetts, There are
41 trust companies in tho organization, we held our annual
mesting the other day, and they passed a resolution stating
that in thoir opinion it was for the best interests of New
England to have a reglonal baunk in Boston,

Under our law a trust company cannot become & member bank
and g9 they adupted recosmendations to the Savings Bank
Commigsioner of passachusetts to have that law changed sgo

that they could besome members of the regional bank, 3Both
those ¥otea were passed unanimously,

The deoretary of Agricultures Are any of these trust com+
panies in the waestern part of the gtate?

¥r. o'neu; Thers are in the western part of the state
members of the asspciation, Vhether they were there or net
I do not know, There were about 22 or 23 represencatives

at the meeting,

The gecrotary of Agriculture: 22 out of 439

of St. Louis
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¥r, o'}ieu; out of 41. ©¥How that 18 official,
* Personally I have been in faver of any kind of legiszlation
in this drection for the last twenty years, and of course
| I herald with delight the passage of thisg bill, I bclieve
in it, 1 believe it is a great thing for the country, and
I do not believe tbat any more strongly than I believe that
we ought to have a regional bank in Boston, and that under
the terms of this law and the meaning of its passage, we
ought to have one here,

I will go further than that, I not only wguld not
- allow the western part of Connegticut or Massachussits or
i Vomon_t;:o out of the New England district, but I would

try to do what the bill is meant 10 do, asl underatand it,

to equalisze things as much as possible, and I would put half

a—

of New York in with New England, and I would put them in
with the regional bank in Buston (applause).
Bow we know what we can get from Wew York, There has

not beea & bii of sentiment against a regignal bank in Boaton

that hasnot begesn enginesred from yew York,

-

In the panic of 1907, notwithstanding the fact that we

had millions ¢f dollare in New York, New York said "VWell,

wo are going to take care of ourselves, and we will not give
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' You your monay,® of course under this bill that could not

' be, I got Kr. Blinn to give me his figures, and when I

saw that acocording to his figures ¥ew York would have

e s

- $28,000,000 and Boston only §9,000,000, I would shave off a

. few millionse from New York and tack them on to Boston,

and do what I beiieve a3 a good Demoorat this law was meant.
' to do, to ocqualize as much s they posaibly could the

’ banking intorests of the country. Yow tie them together

so that they are practically one system,

The gecretary of the Trouury:‘ Yheae uo\_ﬂ.d You Put the
dividing line in yew York -~ at Broadsay for instance?

¥r. O'Noil; At wall gtreet.

The gecretary of the Treasuryt which half of Hew York
do you nnt._ the east or the weat half?

Mr. o']hil; ok, the northern half,

The gecretary of the Tx_'eaaury; ¥iich half do youw think
ought to be put with New England?

Mr. O'Neil: The northern half,

The georetary of the Troasury: If half of yew York were
attached to the New Bugland district, would you have the
1ine north of Albany or south of Albany?

xr. o'Hoil; South of Aldany,
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The georetary of the Treasury: I would Just like you
to be a 1ittlo more spucific, so wWe may be able to maks the
New York people understand what you want,

xr, o'He:ll; ¥r, georetary, you and I both have spent
yuite a while in Washingion, and we mow that the best
Place Lo get statistical information is down at the capital
of the country, and I am cntirely willing to leave that to
the conmission in charge of it, because I know they can get
the best possidle information in the ocountry,

The gyedretary of the Treasurys ¥e used tg think well
of thoss statistics, duv when Wwe started out on this
trip, and bankar after banker told us that those

clearings did not indicate ths normal course of things, and
that thoss statistics were not any too reliable, we

Telt that we pught to take t¢ the country and see if

wo ocould not get some real struth,

¥r. 0'3311; This bill i3 not & banker's bill,

The Searetary of the Tresasurys It is not intended tp
be.

MY, ov,eu; No, #ir, and thersfore I wo.uld not take top
jmueh stock in the bankers, vYyou remember that I stated
Y 1dea first officially, That was as a banker, Fow, I am

talking as a citizen of the cvuntiry, and I do not see why

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




pidb Joseph H. 0'Neil 623

it is any harder than it is for you to put a regional
bank as you ought to in gt, Louis, and gne in Chicago,
and split Illiingis in two, I do not see why you cannpgt

do the same thing in xuw York, You know I do not like
this <omination of New York any more than you do,

The georetary of the Treasury: You have me at a dis-

advantage, as I am & judge on the bench at this minute, and
cannot reply to that,

ur., O'Neil; Porhaps that is ons reason why I made the

statement, It is not often I get you 2o (laughter).

The gecretary of Agriculture: Do you think this district
ought to inelude oll of New England,

ur, O'Heu; All, abosolutdy, yes, andé more too, Do not
forget that -- more too,

The aecret-;-y of Agrioulwro; You would not extend it into

Canada, would you?

Mr. O*Hell: ¥Why, my dear sir, 1 am in favor of taking
Canada, and have beon for thiriy years, tet me tell you
where I stand now,

The docretary of the Treasury: we hope you will not equal-
ly want to grab yexico?
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Mr. 0'wyell: Yes, one flag from the Arctic Lo the
Isthmus for me, I «m a radioal, I own up.

The secretary of the Treaery: The Qommittee ot this
mgment can only consider the Unit od3tatees,
| Mr., 0'Kell: Yes, The rest is aside.
The georaetary gf the Treasury: we are very glad to have

had your views, and we thank you very much,

STATEYENT OF CHARLES F. HICEBORN.

¥r. Richborn: ¥r, Chairman, I should hesitate very much
at this time of the day tg9 take the time of this honorable
Committon, and I would not do it but for the fact that I
bave same distance to go, and the further fact that I repre-
sent today 24 separate banks in the State of Maine who have
asked me to come hero and express their views in favor of
this bank in Bysoton, I should be remiss in my duty there-
fors provided I did not take your time for a few mpments,

I adeit that this duty will be speedily performed, but I
get comfort in the thought that thias board is so imbued
with righteousnesn, 859 broad in ite views and sp limitless
in capaoity, I believe, as human men go, that you need

not the asaistance of my lame and halting tongue to gulde
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you aright,

The reso.rces vhat would be availubls to u bank in this
good city of Boston have already been gilven vo you, and
it woulcd De cumulative for me today to talk further upon
that line. The records also abundently disclose it,
But I wish 10 zay therefors they will be in a very general -
way and vory brief.

¥e in New England are a homogenous people, The blood of th&
North is assuciated with the blood of the youth. The inter-
ests. of the Rast arv intemingled with those of the West,
IThe mongy in ithe citlies today is largely the ionay of the
country. Thg successful business man of the city tuday
18 ihe barefoot farmer boy of ithe country of yesterday.

A bank located in thie Qity of Boston, made up of men
in New England, must of necessity, have a more vital knowledge
of and a more vital intersst in the affairs of New England
than could possidbly be obtained in any other way. 1Im s0il,
in climate, in agrioulture, in moroantile, mechanical and
maritime pursuite, we ars substantially ons, Our demands
are practically the same, and they are practically considered
staple, what you might call all ihe year round business. Ve

have no great grop movements, no foreign calls, no greas
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seagonal demanda, &9 Y consider it w0 be practically im-
posd ble that any section of New Pngland could at any iime
nuke nut?h a demand upon & regional bank in thia city as teo
seriously embarrass it or even inconvenience it in mesting
the demands of the rest of the districs.

The Secrstary of the Treaswry:t pave you framed in your own
mind a definite idea as to how much of the New England dis-
$rict should be included in this region, if we establish a
bank here?

¥r. Pichborn: I will come to that in & moment, include it
in what 1 was golng to say, in what I think i3 vhe patriotio
part of 1t,

I would not be a bit surprised, ¥r, Chairman, if in a
short time, you found this regional bank in Boston loaning
t0 other ssctions, instead vf being waubarrassed by iis own
demands,

Yiow I am coming to the patriotic side of it Just for a
moment. I have Yedrd 1t sald in this good clty of Boston
that we ought to look at the thing in a broad way, and that
we ought to stifle our pride in the matter of this regional
bank, WVhy, Mr. Chairman, I like ihat droad way, but I use

it in quit.a»u different sense.
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Go to the banks of Now England and look at iheir
seourities, and what are they? Tney are the bonds and
stocks, the bonds especially, of the citiss and of the touns
and of the counivies and of the states and of the rallroads
and of the industrial businesses of the great growing west,
Ah, New England monoy has buen considercd in a broad way,.
d8tifls your pride, do they say, ¥r, socretary, stifle New
England pride? Or, in ths words of our good ¢ld Dave
Barker, strike out the name of Bunker ;ill and eall it
Buncombe Hill.

Looking at the thing ia the broad way, as they state
10 you, Mr. decretarly, as I 1ook over the development of this
country I realize that ¥ow England may well say, "All of
which I naw, and a very large part of which I wae®, Her
voice i3 still po.ent in the councils of the nation, and
the namea of her honored deud are among those most cone
spicuous, among those who have made this country great and
this nation famous, ¥Wipe out the pride of Yew England?
Never, Mr, Jdecretary, Y.et New RBngland still he Bew England,
one in accomplishmentis, one in alms, and one in purposes,
and do not undertaxie at this stage of the game, in this gresat

government that New England has done s0 much for, in eatab-
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1ishing one ol these great banks in this great new system,
| do not make the mistaks of atvempiing now to sundsr the

| civic and the historic and the mercaniile ties that have

I bound us long together and made us sirong and made us

respocted, I thank you for your time (Applause).

STATRMEBHNT OF CHARLESB, SIRECKER.

The gecretary of the Treasury: ur. gtrecker, you may
stat e your name and business,

Mr, dtroecker: Chuarles B, straeckaer, publisher of the Boston
Pinancial yews.

The georetary of the Treasury:s you know that we are
wrestling for the moment with the problem of dividing the
country into not less than eight nor more than twelve
distriocts and of loocating a yoderal Reserve Bank in sach
district,

Mr. 8trecker: I cemphatically believe that New England
should be reprezented und that a regional bhank should be
Placed here in Boston., I believe that as tvhe Committes is
charged uitix the duty of chooaing such regional banks, it is
better for the region or section in which they are chosen to

have its representation from th§ men who know the business
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and the commercial world in those sections, and sho are in
sympathy with these people, the manufaoturers, bankers and
merchants. |

The gecretary of the Treasury: You think NYew England's
interecats would be best served by having a regional bank in
Boston?

ur. Strocker; Aboolutely, T want o corroborate what
my good friend Joe O0'Nell said, thut I think we will get
better service and I know we will got better service if we
have a regional bank here in Boston ithan if we are passed up.
and tackedon to the position of being the tail to New Yorkts
kite,

The desretary of Agriculture; Would you include the whole
of New England?

Mr. Streckar; Abaolucely.-“ I would not let sentimont of
any city &n New England debar it from cdming into the New
England regional bank, I am from M¥issourl by marriage, Nr.
deoretary, and they have got to show me; If they cannot be
served as well here in Boston, then they should not come
hers,

The Searstary of Agriculture; wWe have juit had a strong

argunient in favor of respectiing sentinent,
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uUr, strecker: Jsontiment is all right -

The Seoretary of Agriculture; How are ;ira going to do both,
because some gentlemen arevery strongly of the opinlon
from sentl:.ental as well as other reasons, that the western
part of Connecticut should go t0 yew Yorx, Would you
violute that sentiment and disregard any commercial con-
siderations in reashing the conclusion, or would you reﬁpact
economic conditions?

¥r. dtrecker: 1 would rospect economioc ;:onditions. I
would only let sentiment play its part so far as I can
without perhaps making too small a bank in one seotion and
too large a bank in another sgction. |

The gecretary of Agriculwro; You think they could bs as
well served here, and in order to establish the balanoce you
would lean to the inclusion of the whola of the sestion?y

Kr. Btreckers Yes, I think the very intent of the law,
| "regional banks®* would cover that, and New England certainly
means all the states in New England, I agree with Joe
0'Heil, that if you are going to give up a 1little plece of
Connecticut, perhaps we might have a little plece of yew
York. I should make one region out of yew England, and
there is no reason to my mind but what a regional bank in
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Boeton would serve faithfully and truly all of New Englami:
Statement of F. W. Estabrook

The Secretary of Agriculture: Who do you represent, Mr.
Estabrook?
Ur. Estabrook: I represent a country bank of New Hampshire.
; I'was represented this morning by Mr. Heard , who is Chairman
of the State Eanking Committee, and I will not take up any ofj
your time except to endorse heartily everything he has said.
. { éhould dislike very much indeed toc ba obliged to do
i buesiness as a manufacturer or banker with any other city
than Beston. 1 amw not acquainted with New York. The Boston
 banks always use us well, and I think it would be a calamity
for New Hampshire to be obliged to do buseiness in New York.
As it is ncw we keep our reserves in New York and Albany,
and I think the greater part in Albany, on account of theee
collections, but certainly it would be no improvement. The
! sentiments of Mr. Sprague are endorsed in that respect.
The Secretary of the Tfeaeury: Wcould you keep your
reserves in Albany, for instance, except for the inducement
i held out there.

Mr. Estabrook; Simply to avoid collection charges.

i
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The Secretary of the Treasury: That is the only rsason?

Nr, Estabrooks Tha 1is the only reason,

The georctary of Agrioculture: No commereial reason?

Mr, Eatabrooks Mo, -

The Sseretary of the Treasury: 8o it is an artificial
condition to that extent?

Mr, Estabrook: Absolutely,

The Ssoretary of the Irsasuryt And underthis bill, with
the parring of all exohanges, you wuld find it more Lo your
interest to deal with a bank in Boston, would you not?

Hr, Xstabrook: Absolutely, ‘

The Secoretary of Agriculturs: You think that you goulad
be much better merved ;ith a Regorve Bank with a loeal hoard'
than a branch with a foreigm board?

Mr, Estabrook: I sertainly do, They know us and New York
knews but little about us, and they kmow our paper hetter

here,
STATEMENT OF A, L, AIKEN,

Mr, Alken: Gentlemon, I am here as President of the

Yorsester Mational Bank and am hers at the requast of Mr,
Blinn, President of the Massachusetts Bankors Assooliation,
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. confirmation of it, and I wuld like to strengthen it as far

|

R

Boaton as the loecation for a Pederal Ressrve Bank, beyond a

as I ¢an in that respect, i

Wo are all anxious to cooparate and to carry out the
spirit of this law an well as its letter, and we belleve
that we have more hers in the whole of x;v England, inoluding
Connectiout, a geographionl unit, the natural trend of hhe'
trade of lhloh is t.our&s Boston, Al)l Massachusetis bankers
8o far as I lmow, areanxious that that bank should be
established here, There are two of our great industries, |
the paper of the manufacturers engaged in whiol; we buy, ;vhich-
are cotton spinning and the zhoe industry, and those are
both very muoh detter known in Bo;ston than they are in New
York, Aud as a country banker I think I should feel that
the directors of a Fedoral Reserve Bank in Boaton would have
much better knowledge of that paper them much a Board in
Rew York would have, I ahould present my paper of that sort
to them for re-=digocount with much greater confidsnce than L
should if I hdd te take it over to New York,

I think there is another thing that is worthy of con-
sideration, and that 18 the oitabllshmont- of the colleation

system wshich.axists heres in New Enzland, It ssema to me i
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in studying the law that one of the most perplexing things
i3 going to be the working out of the handling of cuntry

exchanges, We have an admirable system which has been

worked out after years of experi.ent with it, covering
practically the whole of the NewEngland states and the

¥ew EZngland oitioem, and therefore we are a complete group

:  coversd now by tha;. system, The organisation is intast and
the business of those banks all naturally eonvergés to this
centre,; and I believe we would have a large enough bank to

t ake c;u'o of all our needsy and I boelisve the overshelming
sentiment of the New Engl utxd bankers is that they wnld'

prefer to do thelr bhusiness here, and they could certainly

!

do it more expeditiously here and perhaps with more co:;aidcrr
ation from the r;d;ral Regervs Bank than 1f they were at.'ta,olwl
to Mew York,

The gecretary of the Treasury: May I ask you to wshat
sxtent you keep your reserves in Albany?

Mr, Alken: We have no Albany acecount, We kesp a large
ascount in Philadelphia for exactly the same reasons as givan,

The Secrstary of the Treaswry: That is purely abnormal,
is it not? ‘

My, Aiken: Absolutely, It 1a to my mind a bdad method
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of collegting our accounts,

Thes gsecretary of the Treasury: %he whole system in that
respect 1ia dad,

Mr, Alkxen: Very,

The Seoretary of the Trsasury: And of oourse, the pre-
visions of this bill are intended to correst th;.r. mituation
and restore nommality in the collection of exchanges, l‘;u-
think that would be an-advantuge. do you not?’

Ur, Alken: Very gmeat indeed,

The gqearetary of the Treasury: We ars much obliged to you,
ST ATRURNT OF JOIN J, MITCHEILIL,

Mr, Mitchell: I Just want to say one brief mrd; I have
tried to gather the gentimont of my distriet, which 1ia
largely metropolitan, taking in Brookiina and Noutonqmd
cities whers many or‘the residentis 4o business in Boston, mmg
many of the business men doing 'buginesa here .uﬁ in those
eities in my distriot,

1 dia bel:loﬁ at firat tha thers was some :gentiment
for a branch ef a baﬁk here, from reading the newspipers,
of a Pederal Bank in Yew ‘?o;k; but I rind in talking with
business en and other people in my um-zoi that ihe u;nu-
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hors in Boston, 1 ow morefamiliar with the shoe businegs
"  then any other 1ine of business; becsuss it ia the primcipal
husinus in ny -ity, and the men sngaged in that buziness
| are men o forty or fifty yoars ago alone started thoss
s1all faotories and have built up that husineas, snd their
nages are knosm in Boston to the bankers and we fesl as
. though it would be mows of za personal mattor, They knew
the history of these men and their standing, and we téel as
s.r. 1f we had a bank of owr own 4t would serve hettsr and
nore uxpod.luoualy and nmore aaturacteruy, amd we are much
in faver or u; and I think the business men throughout the
t-nstrict are not only delighted with the bill but would be
vory nuch pleased to coopsrate with the wfking of it by
Joring & bank hers, |
i’he gecretary of Agrioulture: Do you cars to express an
opinton as to whether all of New Endand should be included,
Mr, Mitchell: I think all of Xew Bngland shanld-he
included, Im talking with s0ms business mon I think thers
ia a gsentiment that; esaatern Yew York should also bo lnaluded

in this distriet,
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STATRUERT OF PEEDERIC H, VIAUX,

The ;ecret.ary of Agriculture: You may st ate your nume
and business?

Mr, Viaux: PFrederic 4, Viaux, Secrstary of the Roston
Resul Xstate nchunge.- ‘

The georetary of Agrioulture: You know the problem that
is confronting us? h

Mr, Viaux: Yes,

The gsoretary of Agrioculture: What do you represent?

My, Viaux; 1 represent the Boston Real Estate Exchmge
through'it.- executive committes, The RBoston Resal Xptute
Exohange 1s ons of the important business organiza.ions of
tha city, 'and is composed of the reai estate 1mmdlordsa,
brokerg, ”eperatoru and other people interested in Moston
real u;ata. Its membership pm‘babiy reprasont;s half of the
assegsed value of raal ut.a.éc of the oity, some five or
six hundred millions of dollars, Amonsz 1;.a vice-presidents,
are Col, William A, Gaston, now president of the rhawaut
Bank, J’ona'ph B, Ruasell, who was latér president of the
chaﬂ;ar of Commercs, and also declined the Sppointmnt of

Colleector of the Portj Churles Francis Adans, 2nd, of

! Harvard College; Henry parkman, sho 13 now the president of
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-the largest saving institution in the city, and so forth,

This is the actlion of the Execcutive Commitiee; we do not
have a director’s meeting until Monday, dut I have no doubt
the dirsctors will approve the action of the committee, They

decided to represent to you gentlamsn thst Boston, next to

How York, is the centre of the largest tributary population

within a 50 mile olrcle, seeond in ocean commerce, probably
the second contre in finanocial importance, of high ramnk in
manufacturing industries; and the chief olty of iew England,
and is sntitled to and should have all the aid and confort
for its multiple activities in times of stress that the
new Banking Act may give, without dependence on ancvther gity
which moay ne«d all the possible resources of a regiocnal b;ank
to most its own raqnirement;; and, aocerdingly, thé uder-
slgned urge that Bof.on should bc)made the Hew England site
of a Reserve Bank, This is signed by J. Suwaner Draper,
President, Frederiec H, Viaux, Secretary, Prancis R, Banga,
Janes W, !"rnnoh and Bdward W, Qrew, the“.hecht:lw Committae
of the Boston Beal Est ate Exch mge, |

I will state that although New Bngland 1s rather a
muall spot on the mup. yet it u some}: mtar this great
country, I sup.ose zrou have had plenty or statistias
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thromn «t you, We simply gathsered up the number of manu=-

'; faoturing establishments in New ZEngland rr;m ;:ur latest

| statistios in 1909, and there are over 25,000 which is

' 9.4 per cent. of the sntire United states, The cspital was
I 13,6 per cent; the value of the products of the same 12,9

peroentf the workers in the same, 18,8 per c¢ent of the

sntire sorkers of the United States, In 1911 the loans

and discounts of sll the banks in Hew England were 12:83

per cent of the whole United Statea, The savinga deposits

in New England were 27,31 per cent and the total bank
resources were 12,41 per ocont, I suppose the present
atatistics are about the same,

Hew England is first in cotton manufacturess; first in
. woolen mamuraot.uru.' first in shoe maufactures, first in
fisheries, Boston is ﬂrat‘in per aapita 'ralua'tiom firat
in per ocapita banking power, .uoond in imports, third in
benk clearings, forth in forsign commerage,

If the primal service of the regional banks is help in
times of financial trouble, Boston, ‘and How Rn@-.and are too
big to e ;.’boh on the tail of Hew York's kite and starve
on the orumbs that fall from its teable, And New York, in

a class by itsslf, is too big to look out for others in
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times of stress, Its regional bank will then have all it

can do to look out for the vast interesats of the metropolin,
STATEMENT OF JXROME JONES,

The gecretary of the Treasury: WwWill you kindly state your :
full nage and oacupation?
Mr, Jones: Jerome Jones, & Boston merchant, MNr, Secretary

and gentlemen; I will only take a couple of minutes, What I

say is practioally cumulative of wt you have heard bcforc;. }
I have boen a merchant for forty years and have a pride, a é
liew England pride, a Massachusettg pride, in Boston as a |
great fin.nelal and commercial centre, I x;\ut it in two words,
fair play, We think fair play wuld give us a regional bank
in Boston, and we reseni unfair diseriminstion,

Now u;'. Seeretary: I have read the sevidenoe given in !
New Yorky and I have heard some of the evidence here today,
As Y read the ovidenos given in New York it ssemed to me
that all the 'Nev York bankers olaimed was the contre of the

watermelon, and they were willin; to give us the ghell},

Unanimously they asked for a regional bank there that will
control New England, Thal would be, as I think, wunfair
disorimination, ZThat is all,
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i lr, Bragkettt I am Vies~President and Cashier of the

i Peoplets Hational Bank of Brattleboro,

The gecratary of the Treasury: Wwill you de good =nough

I t0 tell us what your views ars about the territory which
| should be included in a region of which wuld be merved

by a Federal peserve Bank 1!1 Boston? |

i Hr, Bracketi: I should t;.aka the ahocle of Hew England,

| I very much hope you will give us a bunk here in Boston,
Boston bankers wre very much more in toush with our affulrs
i than New York bakers are, And agualn, the New York bankA

would be s0 very large that we would not ereate a ripple on

the surface, Of our business at the present time 98 per con;k
. of our checks coms to us from Boston, ,
; The gecrstary of the Treasury:t That is at Brattlebrol

Nr, Brackett: Yes, We are in the southeastern part of
the atate,

The Secretary of the TIreasury: vYes, I know, Do you ksep
any part of your remerves in &hamr?

My, Brackstt; Unfortunately, yes, sir,

The gecretary of the Treasury: How about Philadelphia?

i TSIt Tt e e
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i Kr, Bragkett: Wwe use Alhany instead of Philadelphia,
The gocrotary of the Treasury: The reason would be the

same in either case?

Mr, Brackett: Yosu,

The Secretary of the Treasury: That is a purely abnormal

situation,

Mr, Braskett: In our state we used to think we were

moBtly Republicans, and we like tho indireet tax rather than

the direoct, The expense at Albany is praotically ths same

&8 if we Xkept it in Boston,

The Seoretsry of the Treagury: It ia?

—r e — .

Mr, Brackett: Yes, Idle monoy ovu'- there figures almost
| identically with the exchange charged here,
! ‘ Thc.secret. az;y of Agriculture: You think all Eew England
. should ds included in a district if a bank were epstublished
here? ‘ | ‘

Ur, Brackstt: Yes, 1 should like to see it, I c¢an msee no
advantage in a large bank in New York, dbecause the proportion

would be the same,

The Secretary of the Treasury: You would not get home
rule if that wers the case, ‘

i
|
i

My, Brackett: XYew York ia not acqu:inted with our danks,
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and they are not acquainted with then, A number of our
banks here would taks our paper if we have an excess line of
it today; they have an acquaintance with them; and with us,

and wo would not expect that in New York,
STATEMERT OF JOIIN K, BALRS,

Mr, Bates: 1 au President of the Pirgt Natlonal Bank of
Portamouth, 3, H, Mr, gSecrstary, I came dowm here today
to say somsthing in favor of Boston, if there was an oppor-
tunity, I may state that we have gone into the Federal
Regerve and sent in our approval the day after the bill was
signed and passed the resolutions as socn as they rui
received,; and we want to go 1n to help make New England a
cominerolal oentro. as it has alwm stood ror. and which we
hope to preserve, Of ocourse, the statistical figureas you ‘
have already had presented, and it is not negessary to
repeat them} but the collection item, of eourse, has been
touched on a great many times, and we have to kee¢p an asoount
in Philaedelphia, shich wo would be very glad to glve up if
we ooulduork it some othexr way, Although bsing m.thu.im!~
Stabes depositorys we have mot yet had any difficwlty in |
trmrorr.\na our funda into the United Siates ‘!r-m;ry
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wvhenever we had an excuse¢, s0 that we do not have t0 work it

' around perhaps as mome of the other banks have, begause we
are pecullarly situated in New lHampahire, ‘belné po close to
the Xavy Yard, and furnisbing funds for them, and conse-
quently get reimburged again, 3Bul wo prefer to do it through

Boston instead of New York,

There was one thing that I wished to mention, Nuring
.: the panic of 1907, where Boston was of greater advantage t.

ug than New York, we formsrly used to have those trangfors,

that isy, we would psy out in the neighborhood of $25,000 to

| $30,000 in cash weekly to the Nuvy Yard, and we used to have
it reimdburssed to us through our Hew Yori aoco\mt.; But during
the panio of 1907 we chmged that to Boaston and conssguently
Boston had the edv:mt;m of the immediate tranafer of
$30,000 which we could get as we needed it, =0 we did not
feel the neeessity of haring t6 kecp an abnormal amount of
eash on hand, '&eauu we were treated so well in Bosiony and

we have kept up that oustom ever since, In fact,; that is

where wo ahould have gone,

-

The Secretary of Agriounlture: How do you happen to kaep
your ascount in Philadelphia instead of Albany?

Mr, Bates; Well, through my prodecessor; wes wers person-
Digitized for FRASER the p"'id.n‘ of
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, & personal vigit about the time when this matier cane up,
and that is why we went there, |

The 3ecretary of the Treasuryt The reasons would be the
gsame in either ocase?

Mr, Butes: ¥YWea, Ws also keep a Chicage account for the

saae reason,

The gsoretary of the Treasury: To the extent that you do
¢ thaty, it does not reflect a normal condlition of exchangej
it ia purely arbitrary, because of the collection faecility
afforded,

Kr, Bates: That 1s the situation,

The georetary of the Treasury: But under thias bill, with
the parring of exchsnge botwsen the banks, you wnid find it
far more normal esrtainly to do business with Boston, would
you not? ‘

ir, Bates: Yes, sir,

The zecretary of tim Treasury: It would suit you better
on ths whole?

Mr, Bates: Very much bottar, yes,

STATRNYRT OF WINFPIELD TUCK,

Mr, Tuakt: I first wvant to express {0 ou the plsasure
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I have in appearing hefore two men associated with our

grand President and to speak in behalf of New England) not

on the line which has besn urged before, as I aa not a

bankerj I ma slamply s magazine represontative of Xr, Bryan's

Comxuoner and La Follette's magasine, From the sxpericnece

I had for 25 years in selling goods through Hew England,

I =1 going to spesk as they would themselves, for the

| merchants of NHew Zngland, As you said to Mr, O'Neil, and
as I believe, in watching the progress of this bill, this
i was intended to he so:ncthing for the psople and not wholly
| for the bankers; and I think the people from Newport, Vt,

an extreme point near the Cunadisn Line, on Lake Memphremagoyg,

211 ths way down, every merohant you would consuls, whother

a dry goods merchant or a hardware merchunt or a lumber

dealer, would be in favor of a regional bank in Boston, 1

p s e S A

feel quite confident they would; and I think they would con-~

sont to it,

I would like to refer to one other matter which has not
been touched on, ZThe Hayor told you of the great mportanc’ ,
of Boaton, that I know you know about before you camus hers,

But conaider the educational facilities we pressat to you,

W
" Stop and think of Dartmouth, Williams, Holy Cross, Bates
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i Colbys and Harvard, right in this section,

We ought to be represented in this bill by a reglonal
. bank in Bosaton,

I do not intend Lo take up your time and do not want

! to repeat anything tha has been said, dut I think I speak
nearer than the Treaswrer of Massachusetts speaks for the

' gomraon people, The bankers are hers to apesk for thamselves,
Mght here I would say that I attended just Lo listen to the

" bankers in their convention held here a little while ago,

j, and I unt to0 say to you, and I do not know shether he ia

' in the room within the sound of my voice or not, that I f:el

o
4

! sorry to think that the only danker in the conventlon who

| 'had @ kind wrd to say about the bill was Joe 0'Neil,
u Prcnidant of the Pederal Trust Comp |y of Boaton,

l

\l
|

i'
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' To my mind the whole sentiment of tha bankers® cenvention

T FaTTre

i
Digitized for FRASER

was against this bill,
¥ow that we have the bill I @1 very zlod to see these

gentlemon here, and all speaking in behalfl of Boston for the
regional bankj and I know that t.-z; such men wul& not
have deen selected to be associated with Wodrow Wilson
and ¥illlos Jennings Bryan unlsss you were fsaiminded enough
to give it to us and I know you will, (Applause and-
laughter,)

I thank you,

STATEMYNT OF WILLIAL A, GASTORN,

Mr, gaston: I will not bother you with any extended re-
marks, becaume everything that oould be sald has been sald
already, I want to give you a few letiers to show the
sentiment of some banks that have not been representéd here, |
There were some other gentlamen here from other parts of
New England and Massachusetts, »ho were here %0 de heard,
but they had to leave without being heard, Tieir evidenes
would hare besn substantially like that shich you have

heard from all parts of New England,
The first letter that I will present ias from the Spring-
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i vale Rational Bank of gpringvale, MHaine, It is as follows:
*Springvale; Muine, Jeanuary 7, 1914,
williaa A, Gastons Presidont, )
Jational Shawsmut Bak,
Bogtons Massachusstts,

| Dear gir:

Our buank is very strenuous in its deasire that we have es-
tablighed a reserve bank in Boston, The new currency bill
was passod Lo get control of affadrs out of ¥Wall atreeti but

if the reserve bank for our New England diatrict is to go to

New York, I fail to see how we have mended natters so far us

our part of the country ig coneerned, We heave rather Jumped

R R

from the {rying pan into the fire,
Regpect fully,

Geo, W, Hanson,®

Hers 13 & long lettisr, putting the gase very forecidbly,

e e

from the Peoplers yational Bank of Claremont, Ney Haapshire,

It is as folllws:
eClaremont, N, H,; January 8y 1914,
Hr., williaa A, Gaston, President,
The wational Sh«amt Bank,

Boston, Mase,
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Dear Sir:

I have the plesasurs $0 acknowledge receipt of your
| letter of the sixth instant, but reogret to inform you that
i I shall be unubio to attend the hearings in question to he
held the ninth and tenth instant in Boston, |

I desire;,; howsver; to embrace this opportunity to register
|| my earnest plea that one of the Pederal Reserve Banks shall be
[ looated in Boston, I believe that the business interests
1 of Hew England wre so closely identified and intimately related
.[i t0 Boston as to make this imperative, and in any measwurs to
i’ disrupt this condition and relationship would cause seorious
ineconvenience to the business interssts of Hew England, that
§ are naturally tridbutary to Boston, and that it would prove
l‘ generally unsatisfactory and harmful to those interests, I

hope that your arzunents will so iupress this Fedaral Or-

ganization Comnittee that they will decide upon Boston as one
of the cltles proper in whioh to locate a Federul Reserwe

Bank, Such aotion, I am sure, would meet with the hearty

T TR S TR

endorsexent and appyroval of not only the banking but the
entire business interests throughout ¥sw ERngland,

Very reaspsotfully yours,

Geo, A, Tenney, Caghier,*

[/
I
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i;
ﬂ Hlere is another long letter from the National PExchange
. Bank of Providence, Rhode yaland, That is, I think,

tho bunk next in sizs in Rhode Island to the bank from

ié

!3 which you hard this morning,

j
j AR you know; thers are very fer nstional banks in Rhode

| Island. I cannot spoak for the trust companiss in Enode Is-
| land, bul generally speaking I believe that gubst sntially all
the nktionsl dDanks in that state will follow the lsad of

the Exchings Bank, whose lettor I haove here, ad the
Merchmts Bank from which you heard this morning, The
following is the letter from Nr, Dooley, of the Hational

Bxochange Bank:
*Providonce, R, I, Jan, 8 1814,

Mr, Williaa A, Gaston, Preaident
Bational shawnut Bank,
Bogton, lass,

My dear Hr, Qastoni
In reply to your letter of January 8thy it given me pleas-

ure to say that I favor a Fedoral Ressrve Bank & Poaton, It
% in the fitness of things that it should be loocated there,

und)i.n koeping with the purposss of the Federal B sssrve Act,
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The newsgpapers indioats a disposition on the part of some
bankers to favor a 1&;0 reglonal bank at New York, with ihe
possibility of Baston beooming a bmnch thereof,

A gontral bank with bransches was not acceptable to Congress,
and falled to receive its approval, 7To eatablisgh then in any
seotion of the country a bank with the quasi infiuvence and
power of a Central Institution, *"Limiteq® wénld Rppear as
poasibly violaitive of the spirit of the new law, Some mgy owf
rogard it, howaver unjustly, a3 an effort to keep measuresbly
alive oonditions, real or fancied, which by the passuge of t.}+
Currency Bill, it; was intended to do away with,

One of the requlrements in the Reserve Act which wovera
the Organization Commitiee in their selestiocn.of cities for 3
ressrve bak is that ;due ﬁgard to the geographiocal, in-
dustytal and i‘lnancia_o. sondition is to be abservod: With
these conditions in view, Bogton is surely worthy of every
consideration, roi' it is naturally the danking and finaneial
oenter of pra;t.lom.y all Nev Bnglmd, with its vast and |
varied interests.

Yew England,; a compagt territory and small compared to
other sections, is sbownding ia industrial enterprise vith
large 1nv§nud o.;apun. and is moncnt.n;nn and Boston has
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hrmmTier —wen

boen 4 sure goures of supply in oase of need in the pa

' In timss of stress or panioc, Boston has tuken good care

| of its depositors «he ne«ded money, whether banks or paople,
equally as well as other maefve citiesy and possibly hetter
then soms, ‘

During 1907, the bmkers and {inanciers 1n & lurge eentral
reserve city sconed unadle to take oare cr anybody but thom=
gelvesy, and it wuld de unfair to them to say that even this
they did with eny =ignal success, In their efforts %to save
the County and the situation® they gave ipraoucal illusy-
tration of the sentiment of St, Paul that nothing is quiek-
ened except 1t firat dies, Boston during tha peried
demonstrated its sbility to holp, and served Hew England
splendidly,

Under any circuast mces the presence of a regional bank
eannot but add emormously to the strength it already .n,joy'ﬁ

¥ith Boston's enviable rocord as a bamking and business
olty and its geographical advantage, it is assured a favoraubple
hearingy and I trust the outoome of this hoarlng will be thr
+  establishment of a Fedoral Raesorve Bank there,

Boston has always bean numbersd wmsong the larger planets,
why should it now toke place maong the satellites?
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laine, expressin; the sams gentiments, It is as follows:
Hon, ¥, G, HoAdoo,

Dear 3ir:

County, Maine, I would bdeg t0 suggost, and urge as strongly
as posaible, the great importancs of having a Federal Roserve

Bank oreatsd in New Bnglmd to be 1ooat.od at Bonton. ans wve
fimly belisve that in no other way can the buslnau 1nberou
of this remote seation of New England be gubserved, I am,

8ir,y

ent man of Conmnectiocut, He saysi

¥illiam A, (aston,; Prestt,,

Villi ma A, Gaston, - 854

Very truly yours,
Michasl P, Dooley,."™
Hore is a letter from the Pirst National Bank of Foulton,

*Houlton,; Maine, Jan, 7, 1914,

Chalriaan Resoerve Board Orgwmnlzation Committea,

Por, md in Vbehalf of the wational Banks of Arcostock

Yours most respectfully,

Willisa ¢, Donnell,
Pres, Aroostook County Bankers Ass’n,®
Here is 8 letter from Nr, Johnm L, Billard, a very promin=-

Wisriden, Ct,, January Ty 1814,

Federal Reserve Bank of St. Louis
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] The ¥Yational Shawaut Bank,
| Boston, lMass,

| My dear Xr, Gaston:

I «m in receipt of yours of yesterdays with invitation

T r— -

to attend the hearing to be given in Bostan by the ¥Fedaral

E o

Organiszation Committee relative to the 100ating of & Pederal

Reserve Bank, at Boston,
I would very much like to be present on one or both

days of the hearing but regret, owing to previous ongagonenz+

that I eannot be there, Personally, I would favor the ca-
tablishing of & Reserve Bunk at Boston oxing to the popula
tion nd weulth of the City and its surroundings as well
as the natural tondengy of New Engzlend in goneral as to
looking to Boston as & bamking center, ‘
Yours very truly,
John L, Billard,*
The gecretary of the Irsagury: frca whom is that letter?
Hr, Gaston: It i3 from John I, Billwd of Meriden,

Connegtiocut,
The gecretary of the Treasury:t He is & business ma the

Mr, Gaston: Yes, connected with banks, a man of large

{iaflucnce and large wealth,
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Here is a letter from the Herchants xational Bunk of
! Providence, Rhode Ialand:
*Providenee, B, 1,y Jan, 7 1914,

A a nneeting of the Board of Directors of thc‘nerohant.n
¥ational Bank, held Monday, January Bth, 1914, the follow
ing resolution was passed:

VOTED:t That the Prosident amd Caghier bey and herchy are)
instructed to advogate Boston as a Fedaral Resorve City,

U, J, BABER,
S8ecretary of the Board of Directors,®

I nave &lao the following letter from Hr, Thomas C,
Thachor,; who represenis the Cape Cod Diatrict in the
Houss of Re presentatives, You are unﬁnubbnu;r acquainted
with Xr, Thsher, He lives in Yarmouth, lassachusettis,

' Hil letter is as follows:
131 State streot, Boston, llul;
January 8s; 1914,
Reserve Bank Orgmisation Committes,
Gentlenen?

I regret zl;at owing t0 an engagement im Washington I shall :

be unable o pe ‘pr‘ucnt at the hearing iemormw.

i I desire to state that an a former merghant who was on-
i
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zagad in Boston in the woul dusineas for over twenty-five

. yoarsy I advocate the looution of a roglonal ressrve bank in

:. Bogtony for thess roasonss

Bougton s the largest wwol markst in the world axgept

1 London, and 1g the gentoxy of this eo\;atry's boot @id ghoe,
leather and hide trade, and stands third in bmk clesarness,

Hew Enzland yproducas the bulk of the ootton md wool t.ut.uoq

The Ysw Zaglind people savs more proportionately than other

portions of our countiry, ag tholr pmavings hmke ahaew,

: Capital 1s abdbundant thers,
'Cen»:d.n Yow York bankers who porhuaps formorly advooated

one gentral bk for the ontire ocountry mgy now xiyogate one

Fedaral reserve bank < Xew York, to provids for the country |

ST=momase e st gy T8 e

as far west as Pittéturgh, and for all Now Znglondy with a

+

brangh a& Boston, I Yeliave that this wonld be a mistake,

The recent attempi hy Neow York pmﬁu to oontral the enkire
New Bngland tramaportation systom has just ended mere orx

dass dlsastrously for the psoplo of Yow England,

Lastly, I bolieve as one who voted fur the Currenqy Bild
tht the men who framed this bill mnd who rejected the plan o’r

|
. one oceniral bank; did not have in mind the greation of one l
i - - |

n
Sy y e

' guprexcly strong bank at Yew York and ssvem pwy bunks elmee
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. Where; but intended that thers ghould be = least oight
strong reglonal reserve banks throughout the country, I
* thersfore believe that there should be one regional bumk

at Boston to provide for New Engl mnd.
Very respectfully yours,

Thomus €, Thacher,K®
I have also a letter from Harrim e Brothers, Boston, ask-

ing for the opportunity to de heeard tomorrow,

I shell bs very gled to oanswer my questions, I huve no |
They huve been pressnted to you with

!
i
|
|
|
|
!

L e . — .

e e

new arguznenta to present,
I think you must huve

great forecs by a great many psople,

|
l
|

listened to almost forty witnesses already today, I simply |
§

want to go on record here as gaying that I think I am one of;g
|
|

the most wrgent advocates and believe moat strongly im the

_——

idea that we ought to have a region& bank here in Boston to

protect our own interests, I do not 1lke to sgy anything

i
|
1
!

against Hew York bankers, Iots of them are frienmds of ntne.'
Almost all of them are friends of mine, and nons of them arJ‘

snemios} but im oase of troudble Hew _Iork w¥ill look after i
‘5 itsell and not after Now England, ¥e found that out in the!
ﬁmia of 1907, The Boston bhanks had on deposit in New York';

i
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‘ banks, subject to cheok, from $25,000,000 to $30,000,000
and when the nsecessity came to get it, they oould not get

| a cent of it, The New York banks sald "We have got your.

money, and we are going to use it{" and they did, Now,

if we are attached to a New York regional bank, I assune
that that bank vwill be dominaed and ocontrollad by the Hew
York interests, The aucunt of money it could comnund

| depends on the amount of gld in its vaults, Whon Hew

E‘ York wants money, Maine and New Hagpshire ad New England will
wvant money, and will want more money than they will have | i
E a right to prob:bly, and it is easy to say who will get 1it,
New York or New England, I think New York will get it,
bescause if they have got control of the issulng of money,
they are going to protect Hew York md not New England, I ao
not want to have that thing ocour which ogourred in 1907,
Thet 18 one reason why we in Massachusetts and New England
denmand a regional bank of our own, where we¢ can put our
own resources and depend on them Ln gass of troudble,

The secretary of ths Treasury: (olonel, from your knowledge
of commercial needs) and the ordinary ocourse of business

transactions in Hew England,; do you altach may importance

to the suggeation which kas been made by a great many of the .

i
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Connegtlicut and possidly the western part of Massachussttis,
and perhaps the wagtern part of Vermont; should be & tached
to the Yew York districty evsn if & Poderal Reserve Bank
werc located at Boston? | ‘

Hr, Gaston: I do mot, I do nmot think it is 'vort.h conglidere

ingy to separate a part of Vermont or a part ~or lu_aaohun;t.r.
rra;: ¥ew Englend, The only question thut arises in ny mind
at all ig shethor ¥ew Haven and Hartford have not‘had for =0
long a time relations with New York that that small part

of Yevw zx;gltnd c@m be better served by a Hew York bank thm
by & Boston bank, I believe that is tho only topie for
oonsideration, end I believe the vwith the fnstallaion of

. the new kind ét bunkings; which we will hwc\nndor t.ixin Aoty
that part of connectioub gan be uﬁad Just as well by
Boston bvanks as by Mew York, It is true tha their dank-
ing relationms have bonded 10 run more to New York.thm to
ﬁoutom and by their bmking relations I me an the baking
relations of the banks in western Connscticut, The banks in
sasztern QConnsoticut have alwyys been perved by Boston in

the main, but I do believe we ought to have 4l of New
England, t‘or the reusons that have beon st sted over md over

again, It nmakes a big:sr bamk relatively, und I think
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¥illism A, Geston,

Rew England is & unit and should be trsated as & unit, end X
do not think the sentiment of Hertford snd New Haven thers
is of very much importence in this csse, I think the
nastural seleation of & territory like Vew Englend cormends
iteelf of the attention of everybody, and that you ought
not to tske nine-tenths of New Englund and place one-
tonth of Yew England in another jurisdiction,

The Becrotary of the Treasury: Doss your bank do a lerge
foreign business?

¥r, Gsston: Mo, prectically none at all, for two raessons,

http://fraser.stlouisfeg.org/
Federal Reserve Bank of St. Louis




eo Williem A, Gaston, 662

- e~ -

In the first placs, wo do not believe thure is a great

dosl of money in it, wnd in the second plsce we do not went

QPR

to interforc with certsin private banking interssts that are
very close to our institution,

The Secretary of the Tressury; Yo you attach any imports
ance to the claim that it is necessary to have this pre-
pondersnt bank in New York in order that foreign bankers
may heve more respsct for the power of the banking instidu-
tions in this country, =nd thst is might therefore he better f“”‘-"
to take care of sny situation that might develop,

¥r, Gaston:; ¥o, sir, I do not attach any importance to 4t
at all,

The Beorctary of the Ireasury: Relatlively speaking, the
| foreign transsctions are very small, as compsred with the
total velus of the domestic transactions,

[ Mr, Gastont Very small in comparison,

The Secretsry of the Irsssury: Of courss, they ars
entitled to some considerstion, dut not to preferential
consideration,

¥y, Gastons TFew York will do just as much foreign business

if it has & distriot that properly belongs to it, as ir it

had New Englend hitched on to it,
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o

The Secretary of Agriculture: It is not going to interfere
ihpvith that,

| ¥r, Geuston: It is not going to interfere with that at a1,
The Becretary of the Treasury: fake the esse of Wartford
P“d New Hoven, In view of the fect that under the Yederal

Reserve Aot if they were attsched to Boston it would be a

uestion only of their ree-discounting, snd that the Boaton
snk in case of necepsity would serve their ordinsry transe
lctions, that would not interfere with the ordinary course
f thelir dslly business with their correspondent banks,

¥r, Gaston: Not & dit,

The Becretary of the Treasury: Taking all that into gone
Pideration, would you considsr doing it in violation of the
prdinary busineas progedure,

Nr, Guaton: ©Fot at all,

The Sedretary of the Treasury: Would you consider it

n violation of the ordinary businesa procedure that now
sts if they wers attached to the Federal Ressrve Bank
*Ln Boston, or to the onse-in New York?
Mr, Gaston; I do not think so in either case, It ia »
*mncr nmstter, gethng socustomned to come to Roston instesd
pf Hew York, snd I think in times ‘of banking troubls New
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| ¥illiem A, Gaston,

. England hes been sble to teke cere of itself Just sa welld
or better then Few York,

Tho Secretary of the Treasury: Would you go 80 far as to
88y, howovur, that that pert of Connectiout which night
Possibly be considered within the suburbsn sons of New York,
ought to be attsched to ths Wew Rnglaend territory?

Mr, Gsaton: Of course, I understand that under this Act
you mrs not necessarily bound by state lines,

The Secoretary of the Trcasuryt No, we can disregard state
lines,

¥r, Gaston: But atill there must be grest convenlence
in obasrving state lines as far ss pospible, snd it mecma to
me that the inconvenisnce of western Conneoticut is o 1littls,
that 1t will be so 2ittle disturbed by hitehing them on to
the ragional bank here in Boston, that it hed better ve done/
It is only &« mattier of s Jittde inconvenience and a little
sentiment, I do not think it ig s matier of moment at a1,

ST ATEMEXT OF GOVERNOR DAVID I, WALSH,

The Secretary of the ITressury: Governor Valsh, we shall

be glad to hear your views on this question,’

governox Walsh: I sm not here as the xepresentstive of !
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es @overnor David X, Valsh, 843

sny banking interest, dbut as the representative of sll of the
intereats end sll of the people of Massachusetts, As such

I think I voice the sentiment of ¥sssachusetts when I say
that there is & very strong unsnimous sentiment in ths
community for the sstablishment of & Reserve Bank hers in
Bomton,

Regardless of my ow opinion, the fact that Colonel

our leading financial men, snd incidentelly, end it 4is no
harm, a good Demoorat, has nade the statement here whiech he
has mode, would lesd me to follow whstover rucommednaten
he might choose to meke along this lina, Bng I wnant to
say this to you, wnd I think it is a very etrong argument
why Boston should be recognized in this matter, That is
that Yassachusetta iz the only state in the Uniom that hes
endorsed the policy of the nstionsl adminietrstion on the
currency legislation} for my elestion last Xovexber was an
endorsemont of the poliey of the nationsl sdministration

upon the tariffs and slso upon the currency, for thst dill

had then passed the Housse znd was bYefore the Honaute; and it

i

1
{
showed. that the attitude of the commonweslth 13 wvery friendlx?;

H

toward the administrstion, snd toward the splendid construote '

ive work that the sdministration has been doing in the
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l intaerest of the people of the country,

! The Secretary of the Trcasurys Govsrnor, I am very solry
to have to interrupt you to ssy thst while I do not want to
msr the glory of Msssachussets in that reaspcot, you will

| have to shere it with New Jersey, becsuse she did the same
| thing,

i Governor Valshi I sm vory glad to sccept the smndment
you suggest, ¥r, McAdoo, I know they did not have annual
¢lections in ¥ow Jersey, end when I meds the ststement I
did not recsll that they had their election this yesr, OF
course, wve were so interested in the result in Massachusetts
| that we did not think of sny other state in the Unlon,

The Beoretury of the Treasury: 7The issué¢ wes msde then,
and I essure you I would not have made an excoption in
favor of anything oxcept New Jeursey,

Govornor Walsh: 3But as New Jeraey 4s not sn appliocnt
for » bank, as I understand, ther ought to bHs ho question
sbout Boston heing given the hank that it desires,

I 4o not know very much sbout the finencisl questions
involved hers, and I do not xnow very much about the detailp

of this doct, I do know its purposes, and I know they were

lofty and in the interest of the people and not in the
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governox David I, Walsh,
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. country spproved of the purposes of this bill, . And I know
thet the bsnkers of Boston mnd New Englsnd showed that we

f cught to be one of the cities to receive one of thoee banks,
'If we instcad of & little over 200 miles from Wew York, were
' 500 or 1000 miles way, there would not be eny question, it

| poems to ma, bscsuse of the showing of financial conditions
; here in Hew England and in Boston, 1t svaems Lo me there

; can de no argument sgsingt the ssteblishment of & benk hore,,

| axcept that we are £0 neer to ¥ow York, snd ought to use the

we are entitled to be recognised, it seems to me that ought
to be a very powesrful factor,

I want to snawar one question put dy ¥r, ¥ecAdoo to ¥r,
Gaston whon he supggested thst western Eassachusetts might
possibly be connsctéd with New York, I do not care shat
you do with western Connectigut, but the reilroad have hoen
trying to divide us in two up here in Hassaochusetts, and
.;mu ought not to let ths Nationsl Govermment try to do 1%
by cutting western MNassachusetts from the financiad
institutions of Boston,

The Seorstery of the Treasury: I heve not suggested that
it de cuti ofr,

Governox Valsht I kxnow you have not,

brg/
of St. Louis

| advantsgen of the New York benks, Yow if upen the statistics
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Tho Beoruvtary of the Tressurys I said the question hsed
beon reised, and I only wighed to get the Xassschusetts
point of view,

governor Walsh: I know you did,

The Becrutaxry of Agriculture: I wes going L0 aak if you
gsred to sxpress an opinton as to shethsr all of New England
should be included in this dis:iriet,

Governor ¥alah: I en going to e very frank adbout that,

I really believe that the cities in the viginity of ¥ew York,

the yery strong argumont in fevor of keeping Few England a2 &
unit, But I osn see meny ressons why it would be & grest
source of convenience for the people living at Bridgeport
and Vaterbury snd ¥ew Waveon and other Conneetiocut glitiaes, to
be sarved by a Now York dank, I am not reslly prepared to
pass upon that,

The SOQretary of Mgrioulture; Do you thini ay such
neouvssity arises in Vostorn Massachusetts?

Governor Walsh: o, sir, I do not think there is say such
necessity, But I want to say that I sincerely hope the
sdninigtration will look kindly upon the elsim mede for
Wassachmusetts end Doston, Spesking for mysalf, I shall not

only conmider that this Committes is asting for sound mnd
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logicsl &nd eguitable rossone, in seleoting poston, but that

it has elso showm senother mark of its interest and sppreo-

e

iation of the people of New Englsnd snd of Msasschuselts,

R

( Aoplause)

. e s

ADDITIONAL BTATEMENT OF H, W, STEVENS,

Ly s A —

¥r, Stavens: Yr, Secretary, may I addone word more?

The Secoretary of the Tressury: Yes,

=

Mr, S8tevens; I notice thet the gentlemen who huve

answered your guestions concerning the desiradbility of
Connecticut being includaed in this regional district th:lnk?
that the sentimant in Hartford, ¥ew Wsvon snd so
forth should not count, but they are very positive that th#
sentiment in Boston snd Yew England should count, Kow
that is human enough, It is porfectly naturasl, but I simply

want to emphaize the fact that the sentiment in Hartford,

¥ew Haven and Bridgeport and those other places is not mer£
sentiment, The natursl channels of trade from Hartford sn
that portion of Counaecticut flow to New York, Jjust as natur-

slly a8 the watter runs off from the hillside into the

Connecticut River and down into Long Island Bound, if you will
‘ |

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




14 670

BRATEMENT OF JOSIAH QUINCY,

The Scorstary of the Treasury: ¥r, Quinoy, ¢f course
¥ou know whet our prublem is, the division of the country
into not less than elght snd not moyre then twalve dlstrics.

¥z, Quincy: I am tamillier with that,

The Secretary ot the Ireagury: And ths looation of
one Reserve Bank i:¥ cach distrigt, Ve ghall be wery gled
indded to have you submit eny views you heve on thet subjeet,
with reletion to the iew Baglind prodlem first, snd then
every paxrt of tha country to whioh you havs given consider~
stion,

¥r, Quaincy: I think, ¥r, 3eersieryy that nothing neecds
to be added to tis srgumunts elready prexeated in hahalf of
¥ew England, In fact, I cannot see sny argument whatever
ageinst ths claim of ¥ow Englend, excupt the plea vhich was
msde in New Yoxrk, that it would be desirsbls to estsblish one
bankef overshadowing eise, snd thet in order to odtiain a
district which will producs a bank of that size it would be
desirsdle 0 1nolﬁdn Hew England with Xew York, It scoms
to me that is absclutely the enly argument I havo besn able
to r£ind that Yeoars sgainat the claim of Now Englamd,
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It seems to mo perfectly abvious that any division of the
country upon sny principle of squslity, or with an attempt
to get anywhere near sn equal Dasis, or us nesrly s poasidble
an equsl bis from the stsndpoint of benking resources and
of business snd of industry, must inevitsdbly load to the
conclusion that whaether thers sro eight districts or twelve
éistriots eptsdlished, How Englend ahould be Lreated as one
of those districts,

I regard the question ss to whether western Comnectiout
should go with New Englsnd or with New York is & minoxr
detsll which wa ¢an roadlly laeeve to the further inguiriss
of this Orgsnisation Committee,

X mhould like to say a fow words aomswhat supplementing
vhat Congrussmen Phelsn said this morning asgainst thias claim
which I have suggested, which seams to me to be the only ons
thaet stands in the way of our clsim, nsmely, that it would
bhe desirsble to estadlish e bank of wery lerge sise in New
York,

In the first place, it geoms to me pexfeotly olesr that
the factors of the foreigm offect and influsnge of the
number of banks was dﬂ&craﬁe}y lu'bou‘llnaud by Congrass

to what wo nsy ecall domestic considerations, It scems to me
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perfectly clsar that Af the design of Congress hsd deen to
eelsblioh a banking system which would exert the maximum of
influence over the foreign trads of the United States, and

would give us the greatest possible finsnclsl contrel and

finsnclsl stending with refurepcs to our foreign trade,

[ ———

either one central bank would have been estshlished, or not
| more then four banks would have been established; dbecause it
scumg to me that if ws conslider merely that sapest of the
question, the arguments in thet direction are overwhelming,

But it seens to me perfectily clear that Congreas desided
this gquestion after the fullest sonsideration, in view more
of interncl economic gonditions than with intsrnation
trade as the ochief object in view, and I agres sntirsly with
the viaw axpressed by Oongressman Phelan, thet the ment
in favor of the proposition to divide the countrxy in such a
way 88 to produce a dunk of prepomnderating, or overvhelming
relativa sise as ocompared with the other Federxsl Raservs
banks, would be contrary to the apirit of this legislation,
snd contrary to the dsolsion arrived at by Congress,

Ve had first the questlion of the centrsl bank thoroughly
thrashed out and deoided in ths negative, ¥ had next the

question of four distriets er a larger number of distriats

Digitized for FRASER g/thoroughly thrashed out wnd decided, and thon finally we
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hed the queation whether diatriets should he limited to
eight as one propostion, or whether an unlimited number of
districts not less then oight should be sllowsd upon the
other hond, and Congress arrived at the compromise, which
ssoms to ne a very roasonsble one, smbodied in this bill,
that there should he not lese than aight nor sora than
twulve dietricts, lesving discretion to the Organtzation
Cormmittee sand to the Pedoral Reperve Board when sppointed
to dcoldo én o numbor hetweun eight vnd twelve,

And it saers tc me thet this discussisn givea your
Comnitise u vory dssirsbhle factoxr of elasticity, 1f I may
esll it w6, ir erxiving at your decision; becsuss it seems
to me that it ip st lesst Aifficult for you to mbsolutely
and finally define the limits of any one distriet without
censidering the whole problem from a nstional standpoint,
which involves the mespping out of every distriet, to include
every portion of the United Staten,

4 gresl dosl of emphasis has been plscsd here today snd
very properly so ss this Committee im hearing our locsld
argument, if I mey oall it so, for s reglenal bhenk in Xew

Englend, upon the sectivnsl sspect of thils question, But

 spesking for myself «- snd I am sure I speak formmsmy others
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here, == we recognize that this is firut of «ll a ntionad
queastion, snd thet this Cormdttes musnt deecide the question
of the division of these éistricte wpon national considers
stions primerily, snd that those ghould overweigh &l) local
considerstions,

Therefore let wv vccupgy & few momants in some brief
suggestions frox the nationsd stunipoint, or from the stand-
point of the complete mapping out of the country into
districts,

It seens to wo desirable nat merely to avoid the creation
of a district with vory lurgs caspltal for the purposs of
glving ¥ew York City » very large bank, including es adyo~
csted before this commitica in the hearings in New York,
perhaps 40 per cent of the totsl banking caspital of the
country, but it scems to me advissblz to move in the other
direstion snd to endsavor 40 lsy out & district which will
not give Waw York sny unneccesary ur undue predeminance in
respect to tha sige of the ¢spitel vf o Pedexral Reserve
Bank in Yow Yo,rk;

I think thet pollcy is dssirsedle for several ressona,

It seems to me prodadbly impoesible to give ths Federsl Reserve

Bank of tho New York district the desired pruetige mecrely dy
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msking 1t largey in capitsl or larger in business thsn the
largest of the banks in ¥ew York fity, It seems to me it
is spproaching the problem from the wreng standpeint, in
view of the fsct that it ig a nationsl eystem, to suggest
that 4t ia desiradle to estsblish a bank which will necas-

sarily be lsrger and more important than sny othexr dank
in yew York City,
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' Bank in New York City, which will not be as large as the
i largest of the banke in Naw York. The strength of this

' system must consigt in the co-ordination of ths banks, whether

-1 ] 678

Josiah Quincy,

I do not regard it in the least as inconsistent with the

succeasful working of this gystem, tc have a Federal Reserve

elzht or twelve in number, under the direction of the Federal
Reserve Board, rather than in the gize of any one bank,  And
while, 83 we all know, it is not possible, it is not fsaalble,
at least, to 8o divide the territory of this country that
there will be even spproximately equality of benking capital
and of business within the districts whioch your committes is
to decide, I submit that it is desirable, in defining those
distriots, to endeavor to reduce the necsssary inequalities
within se narrow limite as poseibls, inatead of pursuing the
poliocy of aggravating or oxnégorating those inevitable in-
equalitien,

Now that brings me to this specific point. It sesms tp
me the sound principle of procedurs under this Act, the
policy which is most conslatent with the ideas of the framers
of this legislation, with the ideas of Congress in passing
this legislation, would involve the sepsration of Phila=-

delphia from the New York district., I am only teuching

/
St. Louis
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b

3upon this 80 far as it peems to me to be related now to the
iprinciples which should govern this committeo in desling
%with the whole prodblem from a national standpoint, in which,
;to be gure, we ara especially interested from a local stand-
%point. but which we have to recognize is, after all, a nmation-

|
%nl problem,

' Now in order to bring the thought of my mind in &

gconorete form befors the committee, I have interested myself

i
%to prepare a little map and a brief memorandum tc go with &,
'ahowing how the capital and surplus would work out if we
should divide the country into ten districts. I believae

that this Committee should seriously consider, and I have no
doubt that it will seriocusly consider, availing iteelf of

the digcretion which Congress hae placed in it, and of

leiving as much consideration to the question of going beyond
sight @istricts within the maximum limit of twelve, &s tp

the question of how the country could best be divided into
pight districts,

It seems to me that when the decision was arrived at against
Four districts and when the minimum number of districts was
fixed at eight, that a basis for this systom was established

hich makes its success rest upon the power of the Federal
Ectcrve Board to cobrdinate this series of banks in their

~
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action 8o as to make it a truly nationsl system, snd so as
at '
to anable the varioue banks to cooperate/sny rate, for

the pursose of protecting the gold supply of the country,

s

And now that being the basis upon which thip eystem rests,
it doea not geom to me that it makes any seriocus difference
whether we haves el:-ht banks or ten or possibly twelve banke;
because in either cass, evem with ths sinimum number of
eight banks, we must daepend upon the poesibility of estab-
liasbhing & cooréinated syetem under the very large power of
the Federal Recarve Board, exercised from Washington. ¥ith
such & systex in mind, it spesems to me, spesking roughly
and suggesting a €ivigion of the country by states, without
going into the breaking o:'stato lines, that there is &
pretty strong argument in favor of ten districts rather than
sight, A

Now my suggeation ss to ths ten districts would Po
briefly this: The first district, starting from ths north-
eastern part of the country, could consiat of the New England
States, laeaving the question of the inclusion of a gmall
portion of Connecticut with Mew York as a detail, The second
district to consiet of the Btate of lcQ York only, and of

the northern half of the State of New Jerssy. The third
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district to consist of Pennsylvania, Delaware and the southern
| half of ¥ew Jerscy. The fourth district to consist of

Marylond, the District of Columbia, Weet Virginia, Virginia

and North Caroline, which 1s the same district suggeated by

=, w3 2 e

Nr. Blinn this morning. The fifth district likewise the same

= L

ag suggested by Mr., Blinn, a dietrict composed of the

S8outhsrn States, Tennessee, South Carclina, Georgia, Florids,

Alabsma, Missimseippl and lLouisisna, The sixth district I

wculd make with the principls in view which I have suggested,
I of trying to come somewhere near agqualizing the districts,
or at any rate avoliding any unnecassgary prepondserance sny-
shere; I would make it somewhat different from the ons
sugzested by Mr. Blinn, to include the 8tates of Ohio, .
Indiana, Michigan, the northerm half of Illinois, Wiaconsin,
Iows, Minnesots, North Dakota and South Dakota. For the
seventh district, a St. Louls distrigt, consiating of
Arksngas, Missouri, Kentuoky, Kebrasks, Kansas, Oklahoma and
Toxss. An eighth distrioct, which could be called the
Denver district, conslstling of Wyoming, Utah, Colorazdo,
Arizons and How Msxico. A ninth diotrict conaleting of
California anéd Nevada only. A tsnth district consisting of

the four Eorthwestern states, Wachington, Oregen, Montana
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Josiah Quincy,

end Idsho,

Now if those linses wsre followed, that would produce
roughly about these results, In adding up the figures, 1
have only added millions, so that the flgures are not quite
accurate, but I will hand in to the cozxittee tomorrow a
careful and accurate statsmant; but the mainmsulte are
vhat we are interested in today. In thoss diatrigts, Wew
York, putting capital and aurplus together, would have a
total capital and surpluas of $£353,000,000 approxizatsly, and
roulé therefors, of course, stand st ths head of the liet
in point of banking resocurces snd in size.

The Chiocago district would come next with 5313,000,099.
The Pennsylvania district, ass I would call §t, would como“
next with $306,000,000. And here I would call 'special
attention to the fact that a district consisting of Penn=-
sylvania, Delawars and the southern half of Nav Jerssy only
would be nearly aa‘lmportant as the Chicago dietrict on the
lines sugzested, and wouléd approsch in importance the New
York district. And I asubmit that it would be gn exceeding~

ly desirable result to produce thres or four districts

'vary considerably stronger, as they would be in banking

strength, having banks of considsrably larger capital than
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the othor Fedoral Reserve Bank, which would be in soiewhnt
the sazma class aa compared with each othar, althouzh they
would be in a differsnt clsss fron the banks of the rest of
tho country, than it »ould bs to have any one bank or even
any two banka which would have to ba placed in a class by
thexsslves, owing to their being sc much larger than any
otuer bank.

Tho fourth dintricthin 8izse on thesze lines as supzeated
would be the 8t. Louls district, whicvh wculd have a tctal
capital and surplus 6f about $273,000,000¢ So that we
should bave roughly four mzjor dlstricts, as they mizht be
called, of prepondsrating banking im;ortance and comsercial
izportance, which sesms to me highly deairable.

Fhon ws pasa from those téur major districts we naces-
sarily sake a very connida}ablo drop in the banking reavurcep
or ocapital which would como within the aucoesdl#g distriots,
Eex England would come fifth, with about §181,000,000 of
capital and surplus, The 8outhern States would coms sixth
with 891,000,000.(nnother large drop, Thpr;tonldwcoue
Cslifernia snéd Nevadas with $81,000,000 ané the lashingﬁcn
aistrict would come nmext with -— thot is, the District of

Colusbia district, with $73,000,000. The four northwsstern
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Jeesiah Quincy,

atates aould come ninth with §423,000,000, and ths Denver
‘district would come next with $40,000, 000,

How, of gourse, even in that division we necessarily
have great inejdalities. Houghly, scme $353,000,000 of
capital and surplus in the New York district and roughly,
$40,000,000 in the Denver district. But thase are inevitably,

and I suggest the desirability of a0 laying cut thecs dis~

tricts in the first place as to allow somewhat for the tutur#
growth of the country, Whils the Denver district is now
comparatively smsall in banking resources and in pcpulation,
it is obviously a very large district territorially and will
undoubtedly grow to be & very important district. In the
same way, the four Nortbwestern States at the present time
are not very largely settled, but are having such a rapid
growth and have !uch largs natural resources, that 1t seems
to me thsy could maks very approrriately a district by tﬁcm—
sslves, as the syetem davelops in ths future,

I an heartily in favor of having one of theas danke
located at Woshimgton. 1In ihs first place it seoms to ae
Washington would be a desirable centre for the benks scrvin§
the northern part of the Southarn Btates; but sntirsely
agide from that, I think 1t wouléd be of very great benefit

Digitized for FRASHR
http://fraser.stlouisfgd.org/

Federal Reserve Badhk of St. Louis



a9 883

Josish Quincy,

| tc the Fodersl Resarve Bank tc have one bank opsrating
immeflately within ita cbservation in the City of Washingtoen;
and moroover, I think trhst the 2ztadlishment of & bank in
Weghinzton would have a very important national sducational
ofiect. One grast adventage which we have derived from the
ciscuseion of thia sudject of reforzming cur currancy and
banking syatem for the lasl few years, frox the atticn which
Corgress has now taken, is this, that the Amsrican peopls
have been elucated up to underatané or knowx danking and

to underatand the dbanking operaticne as they nevar have besn
in the paet., And I think that the vilue of having ons of
thene banks in Weshingtlon, the National Capitol, and par=
ticularly under the obnprvatlon of Congresa, would have a
distinct benaficial valus froam that stundpoint,

But thue one point upon whick I wiah to rlsce the moat
strass, wahich s3sma t0 mse from my atudy of the matter the
most iaportant point to urge upon your cemgltise, ie that in
arriving et & polioy for the divisien of the country into
districts, you should consider the undenirablility of estal-
liohing one bank of predominating mire nd the grestar
doairability of setablishing 2 clama of three or four baanks

which would be somewhat eQukl in sire snd rssources., ©Of
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ccurss, we all know that one of the avewed cbjeots of this
legislatioen was to effect scne depree of financial da-

* ¢sntralization. The firances of the gountry have besn
gertralized very largely end to an unnecessary extent in
Yew Yerk, and this meverent to de-ccentralize the woney
control of Eew York is, in a sense, s part of & larger
soverent t¢ which this admiAintration s eonritted, in an
endeavcr'to,etfoéé do-centralization in other fieldas,
retadly ir connccgicﬁ withlthe control of industry by very
large corporate organization. But side by side with this
moverent for dqunté;;izatihﬁ;zcew aucther movemrent for
cerbinatien, ooordina@i;n, opup{ration within gmall limits
ard within smaller liﬁén.“ 8o that ahile from o national
standpoint, Kew England; fcr‘inay;noe, ja to derive the
benafit. as we hope and exﬁoat; oé being decentralized
finanolally with respect te New York, s to be given the
control of ita own réoc}vua, for instance, within its own
limito, under thon new systoe New England likewlse is to
derive, like every other oection ¢f the c;unxry ls, the
benefit of a bdstter c¢oordination and cooperationmf its

cwn internal banking rescuroes within the Federal Reserve

urit to be establishad under the new syatenm.
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e St ar e mag -

Juat one other thought ir conclusion. It seegs toﬁma
that the method in stuiying this queation requires a diviaiop
¢f the country into an area of scze size based upen geégrnph&-
ocal lines, which will not be toc¢ large normteo azall, for
the purposes cf study. I think that such an area may well
be cozposed of an area bounded by cne degree of latitudc
which is about 70 miles, and 3-1/2 degrecs of iongitud;,
which 3-1/3 degreos would cover a distaence of about 155 milesp
at the southern axtrese of the country and about 105 xiles
at the northern extreme of the country. The whole United
States can be divided into lesa than 400 blocka of that size)
and each of thoee blocks can readily be divided into ten
exaller blocks, whioch would be coincident with the unit arcal
used in the Pargel Post system. If this Conxitiee 1s going
to bresk stute lines, and I have no doudt that you will find
it convenient to do so, it seems to re that you must break
those lines on soxe logical principle and not rerely by
laying down & line arbitrarily. It seexs to me alsec that
the statistiocs whioh bear upon this whole question,

© napely, the statistics of pepulation, of manufactures, of
national backs and state banks, capital, surplus, populatipn
and 8¢ forth, can beat de stwiied by blecking the whole
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Josigh Quincy.

country into ccuparatively small areas as I have suggested,
by attaching the statistics of various asortas tc each area by
nuxber, giving each area a mumber, and then you have a basis
upen which, as you draw your lines here and theres, you can
carry your statistics with your line and can readily atudy
the varicus factcrs which enter into this problem upon what-
ever lines zay suggest themselven for your consideration,

I will merely pass in a little map of that character,
vwhich contains tha lines which I have suggested, laid out
upon the map.

Ths Beoretary of Agriculture: Did you indicate the ten
cities that you had ih mind, Mr. Quincy?

¥r. Quinoy: I think I did not mark thex on that map., I
think there would be doudt in some of the districts as to
the citien. It aseoms clear to me that, taking the distriocts
in ordsr of arrangoment as wo have thea there, in the order

in which they come, starting with New England, that ef

oourse Boston should be the city for the Federal Reaerve
Bank in New England; Kew Ycrk City for Hew York; Phila-
delphia for the Pennsylvania district; Washington for the
distriot grouped around the national Capitol. When we come

to0 the southern district I have ne opinion fo expresa whether
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Atlanta sr New Orlsans would be the best point. VWhen we
come to the middle western district, Chicago is otviously
the point, The Scuthwestern district, Bt. Louis, I have
no doubt would be the point, The Rocky Mountain distriot,
a8 it might be called, would obviously have Denver, it seens
to me, for it is the most central point, The California
distriot would have San Franciso0 and the Rorthwestern
district would have either Seattle or Portland; they are
about egqual in banking resources, and I have no opiﬁion to
express as between these cities,

The Secretary of Agrioulture: You will file those revised
statistics tomorrow, will you?

Er, Quincy: I will file tomorrow the suggestions and
statistics as to those distriots, worked out with more care,

The Ssoretary of Agriculturei Perhaps yau had better
attach this map at the time.

¥r, Quinoy: I will files the whole matter tomorrow,

¥r, Gastons I 'Pnt to file this latter witﬁ you. It
cume in a letter, “the outside of which was addressed {0 me,
but the ineide is addressed to you.. It contains the protest

of the Clearigg Housme Association of New Haven, or the wish

that they be joined to Rew York.
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Josiah Quincy.

{ The Secretary of the Treasury: ¥e will take an adjourn-
; rent now until ten o'cleock tomorrow ancrning.
!

| Whereupon, at 5:00 o'cleck P. M. an adjournment was
{ taken to Saturday, January 10th, 1914, at 10:00 o'clock
[
[ Ae Mo
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Eosten, Umres. Jaonuary 10th, 1814.

The Organlzation Committes met pursuant to &d journment
at 10.00 A.M.

Praosent: Parties as before.

STATEMERT OF GEORGE W. R. HARRIMAN®
Mr. Harrizan: I reside in Boeton. My addrees is 53
Btate Streat.

The Secretary of the Trsasury: Mr. Harriman, the question
before ths Committes is the division of thy coumtry into
dietricts, not les« than eight nor more than twelve, &nd
the eztabliasbhment of & heaiquarters bank in each district.
I underetand from your letter that/{::e gsome views that
you would like to submit to the Cemmittee, and we shall be
vory glad to hear you. V¥ill you be seated,

Mr., Harriman: I should prefer to stand, 1f it suits
your pleusure.
The text ie in paragraph one of your cell, for dividing

the country into geographicsl divislons, involving trane-

yortation faoilities , snd other coamunication with other
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parts of sach dietrict, the induetrial development of sach
' section, which involves the genoral movement, snd =20 forth.
The Act itaelf cslle for ths division of the couniry, as
follows:

The Reserve Bank Organization Committee shall deasignate
not less than eight nor more than twelve citise, to be
known s Federsl oitius, and shall divide fha contirentsal
United States, includiing Alaska, into alstricts, each dis-
trict to contain only cne of such Feder:l Reserve citias.

The quastion of dividing the countiry into groups bas &l-
wa;a bean done heretofore cn a voluntary basis for conven-
isnce. The Interstats Coammerce Commis ion hee divided the
country into temgroups for etatioctical purposes. That
sans Commission has also divided the country on anocthor
basis for the express companies, into {ive groups. The
differenca bstween those divieions ie thot stute lines are
largely considered in the firet, bLroksn however in two
1nstancen‘for statistical purposes. The second divieion
shows that the country has been divided into five parte,
ana those parts are arrived at, or that division wae ar-
rived at by .reason of the monopoly of the territory the
express componies enjoy.
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The Comptreller of the Currency, for Lhe puppose of
statistical exbibits, hae divided the country into sbx
groups. These grocups bheld the linee as defined by
gtats voundaries.

I simply enow you theee groups as indicating the need
from 2 transport:tien, industrizsl and btanking point of view,
to asrrive at a standard division, in which the opsraticne
el each territory ahall be cornducted under wibatantially
similar circumstances and conditiona. A 1littls aver s ymar
ago the problem becnmo more complex by rsason of handligg
from the traneportation and ratesmaking point of view,
the parcels poat matter, and I 9xhibii a map of the par-
cels post districte, which has adoptad the meihod of ocutting
ths country up intoc equarse, showing o nap here with &,800
divisione, squares, or units of area, if ycu plezse. That
pap is 24 inches by 36.

The 8scraotary of the Tresaury: Ars you goins v leave these
Laps &nd other documents with the Committee?

Mr. Harriman: I will lsave them with you.

Here ie another map of the country for the purposs of
recosniving where the transportation chanrels of the country

ares, and the movement of comrerce. That is thae Interstate
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5 Commerce Commliesion exprese map, firet referred t:, and

h that divides the ccuntry into nine hundred blocka, one degree
i each, It ie possible only by that method to compare parte

. of the country with other parte of the country under similsr

circumstances and conditions.

Now tho oritlcism.iu that under these tvo systems it
requires firet on the parcels post map 3900 maps to make &
study of the country. It sncludes, from the directory
anc registration point of view, 2 directory of aver one
aillion five hundred and sixty thousand pages.

The next map of the Interastate Commerce Commisslon, by
which over three hundred million rates are reduced to about
two thousand pages, is shown here.

How I hope gentlemen that my citizenship ie above my pro-
| fessional wark, snd I am about to exhibit to you a map only
eight inchee by nine inches, cutting the habitabls por-
tions of Continental North America into only 380 divielons
requiring less than one thoussnd pages tc answer any of
the questions inveolved in the banking investigation, or in
the rate making or the parcels post oparations.

I will not speak of the quality of the work, but in order

to furnish you a sample I subtmit to you a chart on both
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a geometrical division, or a geographical divieion, and a

i
| state line division.

The ehart before you shows tha cities which you have

ecbedulas for hearings, shosing the geographical places and
* the dates .

I exhibit another chart which shows you the geograpbical

location of the first banks that furnished formal accsptances
unier the act. "

j The next chart that I show you is a chart of thes geo-
graphical places of the reserve oities. It aleo shoss the
three centrul reserve cities.

Thie next chart I place before you 13/:hart shewing the
geographical locations of the 151 clearing houss citles,

8ll of which you cee are reduced to standard form, so that
you ¢an interlock thess charts, cne with ths octher, or
the ovidence of any witness appearing befers you.

In order to bring the matter to a clear corception I have
aince yesterday interpreted the evidence of Mr. Cbarles P,
Elinn, Jr., of the Natiopal Unicn Bank, who prescanted the
views of the Eoston Eankers Association, showing the eight

citias that he would use as central reserve citicu.

The next chart shows bias geogr:phiocal division, made on
Digitized for FRASER
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state lince, with the excsption of where he varied in
Illincis, cutting the state finarcially in twe,

The next chart showe the capitsl and surplus of the re-
gion:l barke according to bis plan, giving the basis for
formation of those companiss, with ths capital and gur-
pPlus aocount as provided for in the Fedarsl Act.

The next chart shows, acaordin; to Mr. Blinn's evidences,
the capitel and surplus of thes country for each state ,
and the last chart of Mr, Blinn's evidence ghows the com=-
bined cspital and gurplus for each of the regional districte
that he proposaes.

The Secretary of the Treasury: Ycu mean of course of the
national banks, the member banks?

Mr. Harriman: The national banks, the member banks.

The Becretary of the Treawury: The districts that he
suggested.

¥r. Harriman: The districts that he suggeeted, I
belleve hic atatement is based on the—

The Secretary of the Tremsury: On the Comptroller's
report.

Mr. Harriman: On the Comptrollert's call.

The Secretary of the Trsasury: The Cemptroller's

.org/
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George ¥. R. Harriman.

i

i

!

|

| call of October :1, 1913.

E ¥r. Harriman: Yeu. Now gentlemen, the point I wish to
E iring out is thisg, that heretofors I have shown you the
!

. charte, which show groupings of the country purely on &
voluntary bseis. You however are the firet comuittes,
are the first authorized bddy c¢harged in luw to cut. the

country intc twelve regions, and it is one of the most

ST T Ts T e e

nonentous and important decisiona that you must arrive at

that affects the industry, commerce and prosperity of thia
country, one of the moat momentous problems that wes ever

befors a body for solution and decision.

Now in order to illustrate further thse system which I
believe must be bssically standardized besfere you can go
vory far, Y oall your attention te the faot that ths state
lines are politiual.llnaa, while the movements of trade
, and commerce are not limited to stats lines. They are govern-
ed by natural)l features, rivers, lekes, mount.ine , gaps
in mounteing, bridges acroess rivers; and I as & citizen an
directing ny attention to that part of the country in which
%e are situsted. In order to make myself colear as to the

| importance of thess geographicel considerations, I call

D@Wa”WFW$Ei%pur attention to the fact that there are only ten doorways
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80 to speak to New England in the whole line from New York

to M ontreal. Think of it, gentlemen, one of the most

important financial centers, geographically and commercially

in the country, ¥ith only ten bridges or gateways entering
it between Naw York and Montreal., Each one of those

' bridgee ie a franchise festure which controls the movement
of trade and commerce. Tﬁey may give to cne district a
privilege which another district may not enjoy, even theugh
the latter district may be advantageously situated geozraph-
ically.

To illustrate , away back in 1885, there was a csnal built
between ths head waters of the Penobscot River and the head-
waters of the Kennebes. To all intents and purpoeses the
natural resources of the Penobscot should have gone down
the Psnobacot basin; but by reascon of that canal they
waero ssnt down the Kennebsc basin.

It is because of thess features that come into thiw work
of yours, that i1t is hecesasary to pay attention to trane~
y portation channels of commerce and industry, bacause
those transportation channels have tiken the line of least
resistance, along the river valleys, and wers influenced in

their firet construction by the geegraphical festurss.
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The state brundary lines, bdbesing political, and of an
srbltrary naturs, are not suitable for mtundardizing
statistical, financial, transrortation or ary other kind
of information that ie based upon the laws of science.

80 that I have withdrasn sboolutely from the state political
boundary lincs, and have adopted the geographiocal lines,
the meridiane cf lomgitude and ‘the parallels of latitude.

In order to reach a decision as to where those masjor
i divigions ehall be, of which I show ten, I have first con-
sidored the gcuntry in its transpoertation, fimancisl and
inimstrial operatione, and have grouped those atates
whare the operations in esch were under similar circumstances
and éonditiono} and I hava arrived at nine groupinge, or nine
reglonal divielons. As for inetance, the operations in
the Mississippi Valley and Gulf Groupe are substantially
similar in sll states. In tho norther Celonisl group. &a
I have designated 1t, they are operating under similer qir-

cumsiarces snd oonditions. That is, Maine, New Hampshirs,

Yermont, and the New England states, Hew !er snd Pennaylvani
sre subject more or lessn to maritime transportation 1ntlucnool.
both upon the mwater front, and the 8t. Lawrence River, the

Digitized for FRASER lakxes and the canale. So that in my b§nlc division I
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found nine regional groups, and if you will notice upon ona
of the charts is the 1ouution of the seberasl states that
buve been indicated, and it will surprise you to see the
coincident lines ss regafde thouse states.

Havine then deterzined on a geographical division by
msjor lines and groupings, the queetion was as to how
to properly take the informgticn of vach group, and dbe
able to cempare it witﬁ other groupe of seimilar import.
I therefore concluded to use an atlas unié of one degres
in latitude and two and one half degrees longitude, so that
it was pooeible in thoss groups of unites to thus statistiozl-
ize your inforeation.

I show a chart of the New Enzland group, over whioch

is superposed my etlas unit, end in these ;tlau units 1
show you the oapital and surplus for each 15 minutes
sguare, 80 that it is possible for you to ses the mountains
of finance as well as the mountaine of rock and esarth;
80 that it e possible for you to detect the dspressions of
nature as well as tho depreasions of credit. It is wupon
that basias, comparing the 380 blocks, block with block, and
plotting the information as you resceive it, that it iw

rossible to eliminete all guess in ycur work.
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The widdom of your decision is guing to bae reached in the
gams8 way as all zreat dacieions are reached, basged upon
knowledge and the knowledge of the country oan only ba
interpreted through the facts. |

I show you the Hew Englanc division as a representation
of the smallest unit cutting that I have for national
purroses.

¥hen we come to local purposes, I show you ar snlarged
scale of one of the atlas units, desiznated on my syastem
en 4,468.. In that unit you will find the location of
every bankin: oity wnd thé transportation channsls 0f com-
munication to it, the geqé;aphioal location end the amount
of capital and surplus, ani such faots &8 you need to
have for the purposa of reaching a decimion as to the
territorial influence of each particular bank.

I have not had- the opportumity to take thersgional
cities, but I show you & chart which shows one of our
Southern cities,and the heavy black lines whow the
radial local influence of that city, expressed on the map
in miles and in transportation chamnels, that is its local
influendes,

I shos you another chart which shows the national in-
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flusécce of the same city, thet ia as to hov: much of the
| country it extonde over, showing you that it is on the
direct line betreun New York and Hew Orlearis, and has

{ direct connections with the sea.

Now goentlemen, in brief, I havs shown you in a few
minutes the result of & large ruaber of yesars of work,
based upon &h accurats and careful stuly, applying rules
of science to trzde and to commerce, and I baelieve I
show, in suggosting it to you, that you have the means on
a sxmall paper basis of properly clase ifying your views, and
reaching a conclusion, aliminating 211 chance of guess.

In erder to show you that 1t 1o a work of no mean pro-
portions, I call your attention to ths fact that I am now
engaged in the atudy of a prodlem similar to this, following
& correspondence with over seven thousand banks and trust
compunies of the United Btates, and dealing with the
| transportaticn problas, where.y we heve dlsclosed 35,000
miles of sctual and urgent neceesary oconetruction to bring
the transportation system up to its mormel demands. Just
48 & Urief, it gives you tye soope of my correspeniencs,
it gives you the various methodas we huve of\ozasaifylns

ard shows you in detsil the method of handling.

org/

http://fraser.stlouisfe
Federal Reserve Ba

of St. Louis




mm Gecrge ¥, R, Harriran,

I wish to say briefly, but with as mich dignit;
and force a» poasibla, that I dseire to appesal wholi
&nd entirely to your intelligence, toc the rules of sc¢
to the esssnce of fair play, and to eliminate asmich
as posaible the elszent of guess, of discretion which
today permeates cur whole governmsntalstructure, and
praverts us from arriving at conoclueions which tre
Suprene Court oan suestain,

I 03ll your attention to the fact that if the groupe
ings of the Interstate Commerce Cimmiesion statistical
exhibite had been on financial linea instead of geo-

| graphical lines, wa would not have had such & deciaicn

| @s the Minneocts rate decleion, which has rractically
restricted the whole railrcad development of this
gourtry.

In conocluaicn, speaking colicquially ycur dutiee are

; more than husan, because you are dealing with dollavs

and cents, and I feel surs that in presenting this to
you, and calling ycur attention to it at the early

stages of the hearing, your business acumen, ycur desire
for & sojentific conclusion and one that can be sustained

at law, will commend itself to your attention for more than
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E- matier in one folio for ycu and leave it with you
| for your consideration,
I thank, you, gentleiten,
The Becretary sf tha Treasury: ¥e are very wuoh
cbliged, Mr, Harrisan, Thess exhibite shcow that you
; rave given a great deal of vsry sericus and hard

thought toc these prohlems,
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! STATEMENT OF MR, GORDON ABEOTT,

| The Secretary of Agriculture: Mr. Abbett, you know ;
. the probleam that we are confronted with herve,
My, Abbott: Yes,sir,

' The Secretary of Agriculture: ¥e should bes very glad

to have any views ycu cars to express,

Mr. Abbott: There is very little that I think I can
add to what has slready been submitted té you as to the
‘desirability &L & regional bank in Boeton, for the purpose
of dealing with the New England interssts, under the new
; law, But there is one think which I think has perhaps
é not bsen fully dealt with, and that is that if the law is ¢

e

be carried out in what I understand to be the spirit of

it, namely, if there are to be eight regional} banks whioh
are to be reasonably of the ssme sige, so far as they can |
ﬂ be made of the same size, and hemogencus, shich I unders

stand to dbe the spirit of the law, then it ia practically

i
i heving & Xew England bank smong the eight, Othersiss,

|
. the preponderarnce of one of the banke $s geing to be se

great that all the others are going to be practically

|
]
|
ﬁ
l'

dvarfed. It seems indicated that thers should be three |

]
? or four banks in the northeast,if there is to bs a reascnable
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parity betwesn the varidhi regi. nal banka, which is what
soexs to be the spirit of the Act as it raadi. That seexs
to. re an important point which has not beendealt on very
ruch as yot. ' |

The Seoretary of Agriculture: You do not attach importe
ance to thi -uggeeticn that ther&lought not to be {% 1 1
sort of pr0p0f£1onato distribution? Yocu knew of the con=-
tention that thora‘ought éo be one overshadowing and overs
whelnxng bank,

¥r. Abbott: I cannot believe that that would lead to &
smocth working of tho lyntém. becsugss I doudt whether a
-ynteu ocmpuveed of cne vcry large bank sand five or six

very weak cness would bc unoceoaful, to say nothing of the

: prebublo naocanity. in oass of the ‘creation of one cr two

very strong bank.. of having a difficulty in oranting 8ix
omnller bank- whouo ourital woula. under the sis per cent

clasuse, bc suffioient. 1 think it may be fcound to be very

ditflcult to do thut. 1f one or two prupcnderatingly large

banks are or!nted; because ¥we bave gone by the discuesicn
of how zany‘hanko thbra shculd bb; the law says 'wight,

The Secretary cf the Treasury: Do you think that in view

' of the goordination of the:o4un1tt ihrcugh the Federnl

St. Louis
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Reserve Beard, Mr. Abbctt, that they could bs, as far as .

. pracgtioable, made of equal size? I gather that that ie

1

., your thecry, I say,as far asé practicable.

1

¥r, Abbott: As far as practicable,
The Secretary of the Treasury: Yes, .
Xr, Abbott: It 1-‘evident1y 1mpraotiqablo to uake then

all of equal eize, and prebably it would not bs desirable,
to

;;becauuo to dc¢ o would ba dislooéte the natural trend ef .

| :

i finanaial transacticns,

}f The Secratary of the Treasury: I laid emphasis on the
fpractxcablo; an far ae praqticabla. I said,

i Mr. Abbott: Yes, I agree with that entirely,

i; The Secretary of the Treasury: . ¥hat had you in your mind

ﬁau tozthe other oities which should be made headquarters
|

| on the Atlsntic Seshcard, sssuming Bostcp were cme of them?

| Mr. Abbett: I should say New York and Philadelphia,
I | ]
i

J The Seoretary of the Treasury: Any otherst

j Mr, Abhott: When ycu get ecuth of Pemneylvania and Hew

iJersey, and daal with the ;oﬁtheauterh part snd the scuthem
.part. I en notxzhuilxar encugh with the lcosl trend of

ifinance te have what seexs to e a very sound cpinion ae t0

jthe beat way, I think that is the difficult part of the
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rreblem, the divisicn of ths territory ecuth of the Mascn

and Dixson's line and samt of 8t, Lounis, 3nd I am nct

L competent te form an opinicn c¢n that,
The Beorstary of the Treasury: Hove ycu any definite

viecws as to the remainder of the ccuntry, sey what cities,

for inetsnce, shculd be made the hezdquarters of the Ressrve
Bank?

Mr. Aboott: I should assuse San Franciece for the Pagifio
Slope, and 9t. Louis for the scuthwoet we far as the -
Rookies, and Chiocago for the northwest,

The 8eorstary of the Treasury: Tahat is six,

Kr, Abbectt: That is six.

- The Secretary t¢f the Tresgury: Whers would ycu put the.
otrar two?

Nr. Abbott: That leavea the central part, including the
southeastam part c¢f the country, for division, and that is
the difficult part of the:preodblem,

The Secro"c'a‘ry of the Treasury: You are nct abls to make
3 suggeation about those.?

l
Mr. Abbott: I am not abls to make 8 sugzesticn abecut those

which 1 fesl would be worthy of such consideration,because

1

! I do not know enough sbout the oonlitions,. 1
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The Sedrstary of the Treasury: Do ycu think that all of

Rew England should be included in thie district?

Mr, Abhott: I do,

The Becrstary of the Treaoury: Even western Connecticut?
Mr, Abbott: 1 think it is going to work better,in view
of the faect that omohange is going to be a parity,yes, to

include all of Naw England, 1 @hink there way be a good
deal of feeling, and I have no doubt there i1e among the
bankers ¢f Kew Haven and Hartford, but I think when they
consider that exchange wili be at a parity betwmeen the
varicus regionsl banks, that the feeling which grows out
of existing conditions, that shen they want to get money
from the west or south at the present time it ia mors sasy
to get it through New York than through Boston, 1f tbat i
glear to thes, they may modify their views,

The Sscoretary of the Treasury: Assuming that the Buston
sxchange, as it would de under the system,would be as good

. 9xchange ,

as New York/for these purpcees,how far 4o you think
their viaws sre atfdbttq by the qQuestion of tims and
a0cesaibility of Wew York?

¥r, Abbott: %ime and aouoluibilitr of gourse,ars what

are going to be uppermost in tholr minds,

/
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The Ssoretary of the Treasury: Are these really seriocus
factors in your judgment, under the ecirocumetances?

Nr. Abbott: I cught not to pase upon that, it seexs to me,
because .I have never worked under the peculiar conditions
they ars working under'. It secms to mes that the Beard
®ill have to Judge of that from the testimony that they may
present,

The Beoretary of Agriculture: You would suggest Fhila-
delphia for the sscotion acuth of Wew York rather than
Baltimore?

Mr, Abbott: It Yes, it would then be & Qquestlon of whether
Baltimore would be included in Philadelphis or inoluded
within the southeast.

The Bcorctsry‘or Agrigulture: You would not favoerths
suggestion that ons of these banks be located in Washington?

Mr. Abbott: Why, Washington is not a commercisl or
financisl nor ununctﬁrlng. oity, and I should assuwe it
would be considerably to the comfort and add a great deal
to theefficiency of the Reserve Beard if it did not have s
Rewerve Bank in the city in whioh 1t msat,

The Searetary:of the Treasury: ¥We thought 1t was s manu-
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fagturing city.
Nr. Abbott: It ie about to be, I believe.

The Secretary of Agriculturs: That is all, I believe,
Er. Abbott,

¥r. Abbott: I would like, 3if I may, to:add ome thing
snd say that I have had an opportunity of discussing with
Mr. Warburg the suggestion that he has made, that if there
&re three or four banks which, in view aof the preponderancs
of capital in the northeast, suat bo largs regional banks,
that some syatom of inter-corrslaticn through oomnittesa of
thoe varicus banks would be an exgellent t.hig to premote
the fluldity of the discount market, Thet is going to be
one very important benefit of the rew Act,and just so far
a8 ycu gan get oredit to flow Lrealy by memnrs of interccurse
betwaen regicnal banks, just so far 1t is geing to tend
tovsards s flexible and frioctionless working of the system,

The Becretary of Agriculture. ¥ould you not bave that
through the Federsl Reserve Board?

¥r, Abbott: Well, 4t is going toc beeasler, in view of
the day tc day character ¢f tbhzt socrt of Pusingss and the
nearness of the banks, if we wseume ¥ew York, Boston snd

Philadelphia, it is going to be s greatdieal sasier beth for |




|
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l

|

the banks and the Reserve Board, if it were dons through
comeittoes from the Boards cf the regional barka, I should
assune that there would be ons member at loast of the
Certral Board who would be in closer touch psrhaps then the
others, perhaps in closs contact with the morthsssterm
regivnal banks, I think that that would be the solution,

The Ssoretary of Agriculture: Well, that is & matter for
the Beard tosmtile.

Mr, Abbott: That is & matter of detail, yee. '

The Seoretary of the Troasury: Thank you, MNr. Abbott,
Is Mr, Higgins here?

STATENENT OF W, D. HIGGIKS.

Mr, Higgins: lli‘. Secretary, nobody is better awars than
nysslf of the fuct that the presentation of figures that
I shall make is somwhat crude, In the important rush of
svents, 1t is quite necessary that the latent figures
¢ tainadle be used. As the report of the Oompireller of
the Currency for 1913 has nct been availadle, I have besn
obliged to take the figures for 1518, All ths figures that
I present are Lrem the Comptroller's reports.

As th¢ sudbjeot ia a large pne, and as I believe itto
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| be necessary tc cover it as far as possible as to what is
geing to take place in the next years as well &s the cone-
dition cf &ffairs that exists at the present time, I have
gone 20 years baock and have taken 1893 ac a comparieon, in
prder to see what progress has been mde in the lsst 30
years, that we may forecast to:a gsrtain extent what will
take place in the next 30 years. The result of these
figures ia unsatisfactery to me, because there are other
eleuonts that I think should be taken into oonsideration
and that will) alter what the oconditions will de in 1933,

To glarify what I may eay, sothat you may know exactly
what I am talking about, when I speak of capital 1 epeak of
the capital as xade up from oapital and surplus only, but
in the national banke, the state banke, the loan and trust
companies of the states, &n given in ths Comptroller's
repcrt. - The deposits, as I have made them up, include
the amcunts due to mationmal banke, due to -tut; banks and
bankers, due to 1:§divldu1 depceitors, to Unitsd States
officers and to the United States itself, and all of the
elenents that make up deposits as shown in the usual |
Ccumptroller's reports. |

One of the olonn'tl that it seems to me 1s an important
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ene for you to consider, Mr. Seoretary, is the influance
upon the growth of the wealth of this ccuntry that, t¢ my
mind, has come through the uss of the recervea for the 50
yoars that the present naticnal banking syeten has been in
orsration, Ve cbserve 4in a rreliminary survey of the
financial positicn that in the small section of country
north of Virginia there i3, we will say, 50 per cent of the
banking ocapital of the entire ocountry; the area of that
section being asbout eix per csnt of the total arsa of the
United 8tates, It is & well known fact that mcney, by
which we ®mean in this ccanection lcanable funds, is a potent
faotor in the dsvelopasnt of any business community. Is

it not entirely probable, therefore, that this large
aggregation of capital which represents wealth, be due in a
large measurs to the reserves that have been placed in so
large & measure in this seotion? It seoms to me that it

ie altogether prodbable that this is the fanot, and thersfore,
it seems t0 me that one of the elements that should de
considersd by your Qommittee in the Iay-out of ycur distriochs
is, in some wmeasurs, the development that you desire to

produce in the differsnt parts of the United States.

The districts as I heve laid them ocut are, for Boaton,
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)

Maine, New Hampehire, Vermont, sesachusstte snd Rbode

i Island., I have placed (Jonnesticut with New Yorx, Purther
comideraticn cf the subjeoct inolinss me to think that the
| weatorn porticns of Gomnsctiout only shculd be attached to
| New York, and that the remainder thersof should be attached
i to Boston., Uy reason for this conclusion i@ that I belisve,
i I bhave not had oprertunity to lt-ei into the sudbject

2 thoroughly, but I belleve that the facilities bstween
ithst ssation c¢f the country that I have ncw spcken of, 88
nttached to New York, are batter in connecticn with New York
snd that terrttory than they are with mspact to Bc;ton.

But I have laid out New York as compriasting Connectiout,

New York and Kew Jerssy; Philadelphin 88 consisting of
Pennsylvania, Delaware, Haryland, the District of Columbia,
Virginis and West Virginia; Atlanta as oonsisting of Norgh
Carolina, Bouth Carolins, OGeorgia, Flerida, Alabaaa, Kene
tucly and Tennesses. ¥ow considering the pussidbls sffeotof
a mRseing of reserves, the thcught hes entered ay mind in
oonneotion with this particuisr territory, thit if Savannah
qu the Harbor that it is my impression she has, thet is &
point I have not been abla to lock up, that it gight dbe wordh
Ehuc considsring suoh & point, because of the poessibllity

rg/
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of its development as & port in connection with this mattor,

! Nos Orleans consiste of Mississippi, Loulsians, Texas,

gglrkanoao. and Oklahoma; Qhicugo of Illinois, Miohigan, ¥Wisl
iioonuin and Iowa; Minneapolis of Minnoacta, Montana, North
!EDakota. ond South Dakets, Cincinnati of Ohio and Indianx;
Dénver of Oolorado, New Moxioo, Utah and ¥yoming; St. Louls
of Missouri, Kenpas and Nebraska; Sam Francisco of
‘Oalirornia, Arizona, Nevads and Idaho; Pertland of Washingten
and Oregon. Thie comaists of 12 diatricta, I might say
that originally I mapped this cut as a ten dietrict affair,
but when I céme to consider that, as it secuzad to me, it
wos desirable to throw thees areas over as large & portion
‘or the gountry as possible, in order that the oountry might
bensfit by the principle of which I have spoken, I divided
the gan yrancisco dietrict into two rarts and the Chiocsgo
distriot I also divided in the same way; so thet you can ses
that it is scmewhat oruds.

There areseveral other slemsnts which I think should
be taken 1ﬁto coilidnrltion beuides the more massing of the
figures. I} figures would shew, for instence, for Boe ton,
as I have laid ocut the territory, thate-

The Secoretary of the Treasury: I would uu;gult?. Kr.

g.org/
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Higgins, in view of the limited time at thandiaposal of the
Committes, that any statistical data should bs passed over
to the Committes, beocause we could not carry it in ocur minde
anyway, andwe will put it in the record,

Mr, Biggina: Yes, Would you orefer these figuree, or
shall I make up eome figures for 19137

The Secsretary of the Treasury: Just as you like, I think
those will refleoct your ideas; it is only & matter of
bringing the figures up %o date. I think that will cover
the purpose., 1t indiocates the principle upon shich you
proceed,

Nr, Higgins: Yes. Shall I hand them to the stencgrapher?

The Secretary of the Tressury: Yes, It may be mwade an
exhibit to your testimony,

(The statement produced dy Mr, Higgine is &as

followss~)

Memorandum re the distriots to be formed under the
Tedsral Reserve Aot --proposed by ¥, D, Higgine, 75 8tate
Streot, Boaton, lass,

Note:  The results presented are arrived at by &

prelizinary survey and important elements concerning ths

Digitized for FRASEW
http://fraser.stlouisfe§.org/
Federal Reserve Ballk of St. Louis




ig 718

ﬂ subject have not been oven considered; hance the districts

88 here liid out should probsbly be changsd considerably.

‘ A s St S UG- S S

Theee districts
Amounte are in millions of dollars

includs
Eoston: Naire, New Hompehirs, Vorzont, Massachusetts
1803 1013 195%(2')
Capitsl Deposite Capital Depoeits Oapital Deposita
Boston $a01 $36p  $a12 §o0b  §323  $l,M2
New York- 306 1300 736 4343 1186  7s8
Philadelphia 308 805 687 1939 1126 337
Atlanta 03 146 333 616 398 10
New Orleans 50 78 303 657 - 358 10
Chicago 138 438 380 1814 | 63% 340
Minneapolis 47 113 106 539 1688 -]
Cincimnati es 503 518 833 61 14
Denver 30 4 43 308 68 36
St. Louls 111 237 330 884 330 173
San Franciece 75 8¢ 155 576 235 108

Portland 18 33 84 <be 20 47
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| and Rhodes Island.

New York: Connecticut, Hew York and New Jarseye.

PhiladelphiaiPennsylvania, Dslaware, Xaryland, Dist. of
Columbia, Virginia and West Virginia.

Atlanta: No. Car., 80. Car., Qeorgia, ¥la.,Ala,, Kéntuoky|
Tenh.

New Orleans: Miss., La., Texas, Ark,, Oklahoxa.

Chiongos Illinois, Nichigan, Wisconsin, Iowa.

Minneapolis: ¥inn,, Mont., No. Dakota, Bo. Dakota.

Cincinnati: Ohio, Indiana .

Denver: Colorado, New Xexico, Utah, Wyoming.

8t. Louis: Nissouri, Kansas, Nebrasku.

San Francisco:Calif., Arisona, Nevada, Idaho.

Portland: Vashington, Oregon,

Memorandum re the districts to be formed under the
Pederal Rewsrve Act--prepared by ¥.D,Higgins, 73 State 8t.,
Boston, Mass. A showing of the capital investment of the dis-
tricts as lald out in Rxhibit A" and the resulting capital
investment--capital paid in-- in the reserve banks in 1912

and 1932, the latter estimated.
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Boston

New York
Philadelphia
Atlanta

New Orleans
Chicago
Minneapolin
Cincinnati
Denver

8t. Louis
San Francisco

Portland

ER
fed.org/
ank of St. Louis

Amounts in millions of dollars

Commeroial
Banks

$212
736
667
282
203
380
106
218
43
220
155
54

V.H.Higgine

19128

Resgerve
Banks

12
44
40
14
12
23

6
12

2.5
13

9

718

1932
Bstimate
Commercial Rese

d

Banke Bank

8223 $
1,166
1,128

372

356

622

165

381

&6

330

238

90

.
i
!

22
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STATEMENT O¥ W. R, WHITING,

{  Mr. Whiting: 1 am Vice President of the Iankers Electrie
E;Protective Assceiation, It has been ry business for the
;flant 1l years to be acquainted with bank officers of New

;

" York and Fow Fngland, and for the last five yeurs, while it
has not dbeen xmy business exactly, or exactly a pleasure to
talk this currency bill over with a great majority of thoss
men, I huve had perhaps unusual facilities for knowing

their opinions.

It mee:s to me this hearing has largely been a waste

s 2 e e

of time, Yecause I believe that when you came here you had

| already decided to give New Fngland a regional iunk. whether
they wanted it or not,

! The Secretary of the Treasury: I would rathér you would
procoed with fucts rather than violent aspumptions. You

zay give us any faots you have in mind and allow us to draw

' our own conclusions.

The Seorstary of Agriculture: If that is true, there is
no nesd of yéur saying anything further,

Mr, Whiting: ¥o, I assumed that, because I believe you

to be sane and progressive men, in spite of being brought
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; up to think that no Temoorat could be either,
g The Secretary of the Treasury: That muy de again a

, violent assumption, s0 we prefer you to limit yourself to

Tacts.

¥r, Whiting: I was going to limit myself to Connectiout,
I believe the mb! of your difficulty lies in Conneotiocut,
and I very stronsly oppose giving New York Conneoctiout. In
the first place, I believe it belongs in New Fngland. In
the second plane, I um absolutely satisfied that it is a
nistake to fat up Wew York unnecessarily. In the third

Place, I believe it will aid the working of this bill to

avall yourselves as far as possidble of state and sesctional

here yasterday about how Connectiocut favored New York. The

statement was not made that for a generatiocn the

New Haven Railroad has largely dominated Connesticute-

aside from the question. If you have any facts and any-
thing that relates really to the problem bsfore us, we
should like to hear it, You are simply cxprc;ntng opiniona
here as to whatyou think the bdankers and some others think

-about this. ¥e would 1ike L0 have any faots which would

fed.org/

tank of St. Louis

spirit and pride. And another thing, the statement was made

The Secretary of the Treasury: Mr, Waiting, you are gettiing
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enlighten the committes ubout the problemy anything bearing
upon the ccormerocial status or transportation problem or
banking capital and reserves and so forth, ve would be glad
to have.

Mr, ¥hiting: ¥ell, there has been a strong tendency
since the last panés for Connescticut bankers to open
accounts with Boston banks,. I will undertake to get the
exact figures of those and send them to you, if you consider
them matarial.

The Secretary of the Treasury: I suggest you do that,
and we will attoch it a&s an exhibit to your testimony.

Kr, Vhiting: Yes, One other thing that secems Lo me
has not dbeen touched upon in thia discuseion, in talking
about Connectiocut's facilities for going to ¥ew York or
Boston, a branch of either the New York or the Boaton bank
located in Conneoticut would serve the Connecticut bankers
squally well in either case, 8o it does not seem to me that
is material, |

And then again, their ways of doing dbusiness do not
make that of great importance. Right hers 33 miles north of
Boston you will find banks that correspond with Aldany only

and they send their acosunts diresct to Albany and then buck
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there, It was treated us rather aumusing that the idea of

-,

ineluding a part of Rew York State with ths Hew England

bank should be considered, yesterday; bdut Alvany is 202

miles from Boston and 169 miles from New York, and every~
thing that comes down through the narthern part of Rew York l
comes through Altany, so it would not be at all impracticable
to include nny portion of New York that you wanted to north

: of ths Rew York Central Railroad., It comes through that
channel now anyhow, and it would net moke very much differe

ence whiech way it turned at the fork,

EoT o S

The Seoretary of the Treasuryt If you will submit any
statistics you have, we would be glad L0 receive them.

Mr, Yhiting: If you regard that as of any importance
I will, If not, I do not care to submit them ,

The Becretary of the Treasury: I do not know what ths
nature of them would be,

Kr, Whiting: 1 mean the growth of Boston accounta.

The Secratary of the Treasury: Yes, you may submit any

figures you desire,

BTATEMPNT OF E, ¥0ODY BOYRION,

Mr, Boyntant I happen to be the only living man who
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|
|
| oan say truly that he was acquainted with Sampsen Lloyd
‘with his bank of five hundred millions, which you know was

i
i
!
i
o

the largest in the world, whoase guest I was,reprssenting

#

3lthe rresl banks and boards of Kew York, in 1877, at the

. Board of Trade in Great Rritainj and I was luter the guest
k

! of sare of the leaders in Rngland, through this great man,

! and the representatives of Queen Visctoria.
{

{
b
i
b

¢
"

i
{
i
{

{

I have this to say, that in private sonversation for

| one hour with this great man he took up the matters of my

i

i country as they existed, and he said "I wonder you do not
]

'copy France, as you are s0 ¢lose to her., £he has had no

I panio for 100 yeurs, I wonder thatv you have not ancome
plished that freedom from panics that she has aoccomplished,*
f-vor, sir, we ure fndebted to the President of the

| United Stutes for the practical udoption of that eystem.

' France is not one eighth the mise of our couniry. I§ is
perfectly proper to have eight or twelve regional banks.

I have only a word to read in regard to Boston. I know it

- 48 a pleasure to you, coming from Georgia, to knbi that
hers in this place of sight generations, to thch our peoplf
are returning, that you are sitiing in a place likely to be

one of the most important in the futur-e of human histery of
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fthe world, Ripght where we are the waves used to dash, and
gwhere all our city extends, the ococean used to come and go,
iwithin my remembirance, Inte all thess places where you
"atop, at the Plaxa and all those vast regions, the ocean

| came in,

The Presidunt and his Cabinet may dbe assured of their

increasing appreciation by conservative ¥ew England, The

[ Y

welnons of the greatest Ssoretary of the Treasury by all

our peapls is but an expresaion of their deep gratitude to

axmm e~

tho President and his Cabinet for the great boon of the
regionul banks and the currenoy bill. They will prove an

era of oontinued prosperity, expanding without panis for

TURIFETEEA ot ez

centuries to ocome, They will make the naxe of Wilaon,

of Eryan and espeoially of McAdoo immortal.

| There has never besn any quesiion that here one of the

largest banks of the republio will be estadlished and expand,
Here where the wealth ind the population equal the Dominion |
of Canadas, where & thousand billion dollars of investment
wealth, and a larger amount of business unite from six

states in this great comneroial metiropelis, they should

all be united with one great regional bank. The six states

of Rew England are one and forty millions from them
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Edescended are steadily returning to their beautiful ses

. coast und mountuin homes. Théy revive the geneology

égof eight penerations, They will build here a city for the
;Ecuturc worthy of its matchless harbor and its position
ét-o hundred miles nearer Buroje,

; Just a woréd, if you widl permit me. I was asked by

1thia great man why Boston, with her matchless harbor, nearer
tBurope, and selected by Great Brjtalin as the great port of
Azerica, has failed ofher high de¢stiny. I eaid, of course,
| they ure not perfeet, and they drove away the commerce and
:deutroyed their rallway connections that connected the
qvu.ters of the west with Boston, and refused the $50,000,000
tendered by the Barings in a oritical time, and it

orippled them. They are now getting ready to recover.

Our harbor with its twvo arms and extending one hundred
miles into the stormy sea gives thirty miles droad entranoe
and shelter in every cormeroe. Her mons are s0 individdsl
they quarrel und send it hence} they print newspapers
principally for advertising, local goods for monsy, bui we
will rouee them to a new life and duty by the aid of this

great aot here where froe schools and fres government hud

%birth, whers the home of Chief Justice Sewell who proclaimed
R
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l1iberty were than two centuries ago sti}ll atand;; here whoere
from this harbtor went forth the heroes that captured a
thousund ships in the wars for our independence and mads
Lexington and Punker Hill effective; here where the prelude
to the Americun Copstitution and the NHorth VWestern territory
act that gave freedom to the continent were written., The
spirit of progress and liderty is not dsad;} the spirit of
seotionalism is dead, The great heart of Kew England goes
out to the great president and his Cabinet with rising tide
at each achisvement for the literty of all men and the
prosperity alike of the poor and the rish, ochampioned by the.
great administration so ably represented here today.

*No stsp buckward™ is the motto of Yew Fngland. Hers
where you meet the salt sea spray once broke and still
dampens our palatial warehouses, and no hostile flee@ over
dared to enter it since the fleet sailed away from the
hostile guns planted by our patriots on Dorochester
Heighta in 1775, Ve stand at the dawn of universal peace
of world~wide brotharhcod, of prosperity that shall give
poaceful homes and happy conditions for the uncounted
billions who shall crowd earth as it becomes the new hexven

éby human progrese. This great step of currency reform and

d.org/
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. banking union, ia the greatest in hiostory, It is modslled
sfter the Benk of Prance in part, end each of ite ten danks
%1ll heve a lerger spsce to eerve then thst Republig®s ,
Tet us rise to the ococosaion, and instead of strangling
enterprise, which from this spot extended the railweys

acrogs the continent, end then gave them to Xew York, let us

recall and increase our union snd enterprise snd extend

| our swifter ten fold more sconomic rosds, now under
coneiderstion by the Netionul Govermaent until our single
reil treins shall connect the occearns in s day snd carry

the froight of a eontenent st leas thsn the cost of water
tranpit to every clity snd towm within o weex whare now it is
but cnc mile per hour. Y.et us uphold the great finsnoial
men vhoe seek to give us lidverty end a speciol praine is

due to Benator Weeks who not uwmnrisely preferred one grest
benk, 1like the Renk of Prance with s hundred dbranches,

The S8cexetary of the Trassury: ¥Ye themk you, Mr, Boynton.
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George Grahsm,

ATATTIRNT OF QEOKCR GRAMAU,
The Secretary of ithe Tressury: Ur, Grshsm, you era the
president of the Internstionsl Truet Compony, of Bostun?
ir, Greham: Yes, Ur, Jedorotory, I do not think I
had botter wdd & single word to what has slready hesun caid
in rugexrd to the location of a Federsl Reservs lDank in Now
Englend,

oo,

Insanuch a8 I s president of w large truss company, the
Internationsal Irust Coapeny, I should 1ikxe Lo know if yow
have arrived &t that etage of the inguiry swhere you ars
able to suggest sn addiiionsl dosignstion, or s neae for a
trust company that comes in under thv new eurrmmcy sct?

Yor inastance, our name is tho Intsrnstional Trusk Company,
I should 1ixa to know whether it 1u {0 hsve s prefix or s
addition to its name, to indicate thset it comes in undsz
the new currency aot,

The Becretery of ths Trossurys You mean, if you msin@d
the aystem, whether sny slterstion of your title is neces~
eary?

¥r, Grsham: Yes,

The gecrstary of the Tressury: I do not think that metter
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| Reserve Board to pass upon ofter it is organized; bdut &t
the moment no changs of name is novessary, if you should
come into tho system,

¥r, Grohemy I think we ought $o heve something to
designate 1t, othorwise theare is no opperent distinetion
Detveen & trust campeny that comes in wnd one that stays
out,

The flecrstary of the Treasury: Yow can print on your
unemm and put on your windows the statement that yow
are & memder of ths Federal Ressrve System, It is casy
enough to disseminate the nscesssry informotion on that
point, I 40 not think sny change in nsns will be ncosssary
although I would not cars %o be gquoted sa having rsndered
an officlal aptuioiy':hlt subject, It is a metter that will
have {0 be dealt with lntui on, For the moment, nothing
of that kind ia nuounﬁ.

The Seexretary of Agrioulture; Fothing eseems © be con-
taplated in the law,

Wr, Grahem: X should think they would find it nsgessexy
to put on the word "sovoreign®, or something of that kind,
Further then that I have nothing which I desire to say. I
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thank you,

STATEMENT OF GEORGE ¥, TOWLE,
¥Mr, Towle: Centlemen of the Organisation Cimmittee, X
| sm Cheirman of the Reglonsl Renk Committes of the Chsmber
of Commeroe,

I desire o submit for the econsideration of the Commitles
the following lstters and telegrams which have hean received
from various chasders of commorce and other isportant bodies,

The Secretary of the Trossury: You msy submit them,
and they will be made & part of the record,

¥r, Towls: These tslegrams end lettors are as follows:

"Attlebore, ¥asas, 9th Jen, 19314,
Junes A, ¥eXidban, Bsety.,

Boston Chamber of Commaree,
Boston,
Other dusiness appointment mekes it impogeidle for me to
attend you hesring teday, Mm strongly in faver of Fesderal
Resoerve Bank for New Englsnd te be locsted in Boston,
Heartily endorse your committss®™s report on this subjeat,
Pravik Mossherg,
Prest, Board of Trade.®

Digitized for FRASEHR
http://fraser.stlouisfeq.org/
Federal Reserve Bark of St. Louis




ee Geoxrge X, Towle, 75)

“Pitehburg, ¥ses, Jen, %, 1914
Jas, A, MoKidbun, 8e0y.,
Chamber of Commerce, Boston,

The Fitchburg board ef trade and nerchents sswcocintion
believes that it would be for the real Lisnefit of not only
Y¥ew Englend dut the entirs country te hsve one of ths reserve
banks in Boston, The reputation geograrhiecsl locstion snd
treditions of Few Englsnd certalnly entitle us t¢ one of
the benks, I very much regreb Ly inebility to aticnd the
meeting this morning,

¥, 0, ¥ichols, President, *
*Wakefield Yerchanis

And Dusiness Mom's Azsoaciailon,

George H, Taylor, President EXECUTIVE COLWITTEE
George ¥, Tucas, lat Vice President Prenk ¥, Cox,
Louis P, Gowing, 2nd Viee President, Ashton H, Thasyer,

J. ¥Warrsn Poland, Seoretsry snd Trsssurer J, Robert Reid
Wakofrield, Jsn, 6th, 1914,
¥r, T, A, ¥oXibden, |
Sec, Chsmbar of Commerge,
At s meeting of the Wakefield Yerchants snd Business men®s
Assoolation it was veotsd unanimously that this assooistion

hosrtily sndorse the sction of the Chszber of Commerce of
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Bo;ton, in thelir endeavors to have Roston on the mep, end
that £t would be for the Best Interssts of Yow England ¢o
hasve » Rogional Bank estsblished st Boston,

A camaittes was sppointed to attend the hsaring hefore
the Org. Com, at Boston $=10 Jen, ¥r, H, ¥, Dolbsar, Thos,.
Hiekey, P, H, Atwood, €, H, Winship, J, §. Griffiths,
the les$ 2 I think are members of the chamder,

I
Yours truly,
3« ¥V, Poland, See,*
"Horwood, Huss. Jsnuary 7, 1914,
The Boaton Chember of Commercs,
Boaton, Nass,
Gentlemeng
Your communicetion of Yanuary lut, sddressed te the
Noxrwood Board of ZTrade, conurning. the t:tobltﬂ\gqnt of a
reglonsl reserve bank for New Englsnd at Boston, was duly
received snd was pressnted at the regulasr January ,ecting
keld lost evening, .

The matter was placed in the hsnds of & special
comuittes, consisting of the undersigned, snd whether we
sxe able to sttend the hearing or not ws wish to place our»
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george ¥, Toale

soclves on recori in favoer of a resarve bank of normsl size
for Rewx England to be looated at Boston.
In ths spirit of your circular we bVelieve that such an

inetitution would better eerve the nesde of this vioinity,

| would keep in closer touch oith Kew England intereste,

would inspire gre:ter confidencs in the Federsl Reservs
scheme, and mors surely sfford relief when actually nesded
than a amuch larger bank outside our cwn boundaries.
¥e think thia the intent and epirit of the act and
that by the carrying out of its provisions along this 1ine
the Country will be aore certain of a succesasful issus in
ths new Fedarsl Roserve Act.
Nost Reapecifully yours,
Edson D. 8mith,
Henry I. Everétit,
Harold W, Gay,
Special Committee.®

*Forth Berwick Kationsl Rank

North Eerwick, Maine, Jan. 6th, 1913,

To the Reserve Bank Orgsnization Committes:

At & regular meeting of thedirsc‘tors of this Bank &

vots was taken expressing the wishes of the dirwciore, that
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Gsorge R. Towle

Boeton mi:ht be ohosen by you for the location of a reglonal
burk; and 1 was instructed to tranamit to ycu their desires.
Reapectfully,
R.8. Austin, Cushier.®
* ATTLEEORO BCARD OF TRADE.
Attledore, Kaps., January 2, 1514.
dr. Jumes A. McKibton, Bec.,
Ecooston Chamber of Comzmerce,
177 Wilk 8¢.,
Boeton, Mase.
Dear Sir:-

Your circular letter of January 1, recsived.

The writer is strongly of the opinicn that ons of these
regional banks should be located in Boston, and he is aleo
in favor of New England 2s ona of its districts.

According to the sentiment here throughout the Totn.‘
of Attleborl the Currsncy Bill ie favored, especially by |
those who hsva studied tha same eo o to understand it.

| If you will kindly inform the writer at shat time on
Junusry 8, the hoaring is to te held, he will nctify ecme of

the businees paople hers, who 11ll bs pleased to be
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george K., Towle

'pre-ent.
Yours truly,
Frank Messberg,

Prostdmnt,*

YERATTLEEORC EOARD OF TRADE.
Major C. Houghton, President
george L. Dunham )
J. Edgar Mellen ) Vice Proesiderts.
Cherles A. Boyden, Treasurer
Carl 8. Hopkins, Becietary
| Brattleborl,Vt. Januvary 8th, 1214
Mr., James A. McKidbden,

Secretary ¢f the Foaton Chamber of Commeérce,
Boston, Mass.

Daar Mr. McKkibbon,

Your lettsr of January let, also your night letter
of January 7th, at hand.

Have appointed, as repressntative of our Eoard of
Trade, to attend tho hearinz of the Reserve Bank Oraniza—
tion Committes, in four city to~morrow, Jan. 2th, Mr. ¥. H.
Brackett, Csshier of the Peoplus' National Eank of this

ton,

I think that thers certainly should ts & Reserve Bnni
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George X. Towle

in Boston for ell of Few Emgland, end truet that the
Comzitiee w3ill fael that they should eetablish such » Bagk.
Yours very truly,
M. C. Houghton.®

'H.L.Sluﬁﬁo E.B.GllChriﬁt C.W.'GBOO‘H«,
Preeldent. Sacrotary Treagurer

EELFAST EOARD OF TRADE.,
Belfast, Maine, January Sth, 1814
Boeton Chimber of Commerca,
177 MilX St.,
Boston, Hdass.
Gertlemon:-

We herewith acknowledge the receipt of the Report of
the Specicl Comzittse on Regional Reserve Bank and the
Belfast Board of Trade, unanimously, endorses the recommenda~
tion that New Encland should be made a chora% Ressrve Dig-
trict and thet a Paderal Reserve Eank chould be establiched
in Boeton,

¥2 bolieve this to bs tho best way imrwhich to serve
the people of Wew England and sre therefor glsd of an

spportunity to express our opinions on this vary iaportant
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George N. Towle

subjeoct.

Thie opirion yecu maey convay to the Resarve Bank
Orgenization Committee at its hearing on this subject Jan-
uary eth.

Very truly yours,
The Belfast Board of Trade,
By M. L. Slugg,
President."
The Secretary of the Treasury: If there ars any other
gentleaén present who dosire to be heard breefly, was

shall be gled to bear from them.

STATEMENT OF CHARLES G. ALLEN

Ur. Allen: Gentlemen, #f the Organisation Comaittee, I
repressnt Lhe Portland National Esnk of Portland, Mainme.

I do not wieh to take your time except to say that our
inotitution is {n favor of a Ressrve Bazk in Boston. Ve
think we can be better served by it than by one in New York
I think al) tho srgusents have been presentsd that are nece
ee8sary,

The Becretary of Agriculture: Would it change the
; ocuruc'ot your business any!?
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; Charles G. Allen

Nr. Allen: The mail facllities will bs better, and the
i express facilities will Ve bastter reaching Eoston, and I

agssume that there will be a clearing feature connected with

this system which will be of valus to us.

The Foston system of clearing checks for New England is

[y

very helpful to us, and we hops that something as good will

be arranged bythe Federal systex.
The 8scretary of Agrioulture: Has your bank had any

TR —— gt

conrisctions with Albeny?

Mr. Allen: VWe 0ollect a larze smount through Alpany,
and also through Philadelpbia.

The Saérotnry of Agriculturs: Would that be discontinudd?

¥r. Allen: We expect it would. We hops that tkat may
8ll bs avoided by tha Boatonrtucilltlec.
*  The Becrstary of the Treasury: Assuaning for inetance that
we had a bank at New York, would you not be more oconvenlencdd
% by making your clearings through that bank with branches
r in the largest citiss in New England , than yeu ars by the
Present systom of olesring through Albany, or colleciing
through Albany and Philsdelphis?

Mr. Allen: Perhaps as well, but I think s collection sya=

tem in Boston, for Mains and for sll New England, would dbs
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Ch.rles GC. Allan

much better than any eystem that could dbe srranged in New
York, 1f I understand you correctly,

The Secretary of the Treasury:t That may be, dut I was
only esking, s betwosn the present systes and a bank in
Few York. I wanted to see how much an improvemsnt even that
would ba ecver the present conditione?

Hr. Allen: I think the present conditions would be bettier
for ue thon to depen? upon Rew York.

The Secretarv of the Treasury: That is, to send them to
Philadelrbiz, right threugh Kew York?

¥r. Allen: No, I mean to send them to Albany, for New
Hampehire, Massachusette and Vermont. Albany woull hsudle
our items better thaon Rew York, ap far ae that torritory is
concerned.

The Secretary of the Trsasury: As far as the rest of ibe
ciuntry was concerned, would you be better off at Few York
than at Philadelphia?

Mr. Allen: Yes.

The Eecretary of the Treasury: Doeo sny one slae desire
to bg hesrd? If there sre no other gentlemen tc be heord,
the hearing at Boston will Le olosed.

Whersupon, ¢t 11.06 o'clock A.M,» the Comsittee ad~

iournod to meet in Washington, D.C. on Monday, Janusry 1s,
014,
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