THE FEDERAL RESERVE BaNK CF ST. LOUIS I WAR AND PELCE
by
Chester C. Duavis, President

The architect's sketch accompanying this article shows the Feaderal Rescrve
Bank of St., Louis building which with its new addition will cover the block bounded
by Locust, Broadway, St. Charlss, and Fourth Streets. In = sense the pieturae oro-
perly highlights the article since it gives cvidence in brick, stone, ond mortar
that the work and operations of the St. Louls Keserve bank have incressed to such
an extent as to require new building space. In 1939 the original building which was
constructed in 1926 was still sble to housc comfortably the buank's employess, then
epproximately 500, As a result of the wartire expansion in operations thc numb:r of
emoloyees has incrcased to about 1,000. This meant serious overcrowding of the bank's
quarters and necessitated renting outside space. The new addition will provids some
32,000 square feet of floor spacs for the bank's use cxclusive of that occupicd by
tenants,

Although the Federal Reserve System is regional in character, it necessarily
acts as a unit in carrying out na tional policy. This fact mukes it impossible to
c¢onsider the Federal keserve Bank of St. Louis as an isolated unit, and any descrip-
tion of its functions requirss reference to the Systom as a whole., The exnansion in
operations and smployment at the St. Louis bank partly roflects expansior in its
central banking functions,

The operations of the Federal Reserve banks have always been somewhat of
a mystery to the gencral public., Although most people know that the Federal Reserve
banks issue much of the currency which thoy carrv around in their pockets, few havs
had occasion to deal directly with a Federal Reserve baunk., This was particularly true
prior to the war., Although Federal kKescrve banks deal mainly with commercizl bunks,
tholr operations and policies indirectly exert wide influcnce upon the finaneiazl
affairs of the business community and gsnersl public.

The rezaders of St. Louls Commerce mey be int.rested in the expl
the wartime expsnsion in the operations of the Feder:l Reserve Bank of St
a review of some of the factors which promise to keep its volums of opera
in the years shead,

The Federal Keserve System, ns the central bank of the country, has besn
given certain responsibilities by Congress in the f£icld of supervision and control of
the country's monetary and banking systems. In addition the Federal Resorve banks
provide the mechanism through which business and finaneisl settlements are made promptly
and =fficlently between 211 sections of the country., The Federal Reserve banks also
serve as fiscal agents for the United Stat. 28 Govzrnment which carries on an an enormous
volume of finanecial transactions in connsection with the managemsnt of thes public debt
and with other govsrnmentsal activities.

The Federal Reserve @Hank of S+. Louls is one of the twelve Fedoral Eesarve
bunks which, together with the Board of Governors in Wushington and the wember banks,
make up the Federal Reserve Systsms The Federal Keserve Benk of St. Louls, with
branches at Louisville, I'emphis, and L;ttle Rock, serves tho’Eighth Federal Reserve
District, This distriet cowprises the entire State of «rkaunses and parts of six other
states = Tllinois, Indiuna, Kentucky, ¥ississiovpl, Missourl, and Tennessce.



The basie purpose of the Foderal heserve System is to maintain, lusofar as
possible, monctury and credit conlitions favorablu to economic expansion and stability.
To accomplish thess cnds the Svot.m nes beoen grunted extrasrdimry nowsrs by Congress
Important zmong these arc the oow:rs fo lssuc curr'ncv to hold ressarve denosits of
commercial banks, and through vurious mensurss to influsnee or control the volume of
currcney and reserves.  Although th. prock of *the ebJTVf banks is owned by membor
banks, th2 Svstom is e¢ssonti allﬁ » public ingtitubion and its nolicios zre reguired to
be formulatad and earricd out in the gonsral osublic 1H+ﬁlas‘
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Turing the war years the work of the Isdernl Ressrve Svstom tos increased
n result of two principal factors, FIirst, thers has been a sxpansion in
ths regular oporating functions of the Systoer. b the fJ1c+10.s of el:iiring
cheelks and issuing currency have both inecrsusszd grestly ond require *the sarvicses of
many mors noopls than in prawar years, Second, the Systum has underta
duties, soms of which were connueted vwith wartinme achivitias and
discontiaued now that the war is over. Othsrs, howsvor, rooroseas
continus or even expand in poacatime.
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These services in connceiion with Trcasury securitivs have been performed by
the Reservs banks for many verrs. 4§ 4 result of the trumondous inerease in Govaru-
ment debt during the war, the work i:vo? « 4 has been multiblied rany times., In 1929
the number of individual pieces of Govoredent sccuritiss handlzd by the entire Systom
totaled 4.7 million., In 1944 it had reuched 360 million picces. aAbout one-third of
ths emnloyess of the Federal FReserve banls are engaged in handling war ssvirgs bands
alone, and meny others work with the so-called "eorventional® Trﬂﬁsury issucse. at the
Federal Reserve Bank of St. Louis the work of handling GoVermment is i

about 25 persons ir 1939, At prasent the number in this departwme

[}

The scale of operations in connection with Tressury securitios
continue large for many wears to come sivce refunding, reissue, and redon
sccurities which make up the nearly $300-billion debt will regquire many m
thot did the $46-billion debt that we had prior to the war,

OTEER FISCAL AGENCY OPERATIONS

Another fisccl agency function which has exprnded treomandously during the
war 1s the handling of Goverun svments.  The Federal Rescrve banks are the erineci-
pal banksr for the Governme t. !M;A the Government roccives cash and checks from the
pavment of tuxes, salec of securitles, ond other sources, it deposits tho cash and check
in the Federsl Kosorwvs banks. “PC: it mekes »navments, these are likewise drown on its
balances with the Fzderal heserwy: 1] In 1944 the nu r of Goverrnment chocks hand-~
led by the St. Louis Federal Rese ve Bank and its branchcs totaled 18 millicn =s com-
parsd with 11 million in 1935,
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The Federal kessrve banks b weting sc fiscsl agents, custodicus, and de-
positaries for ths Heconstructlon Finsnce Corporation actively w*rlwcipufe in the
admirnistrative asvects of the various programs of the OOIPQrutlu snd its subsidiaries,
The Reserve banks disburse the amounts of loans, subsidi=zg, ond other »aymonts for
account of the corporation and its subsidiaries, and receive, coxamine, uhd hold borrow-
ers' notes and collatursl as well uas 1nv010“°, shipping docunents, warshouse receipts,
and documsnts evidsneing title €9 comaodities nurchased.

o

With the und of the war the Fedosral Lkesorve banls assumed important work in

connection with the disposal of surplus Government sroperty which is to he by
the Keconstruction Finunce Corporation. At tho present time tho L.F.C. dog at

the St. Louis bank esmplovs some 110 people,

4 number of other fiseal agoncy oporations hnve added aoprociubly to the werk
of the Fcderzl Keserve banks during the war vears. Important one thuse is the hand-
ling of "withheld tnxes™; by this function the “csorwe bauks have =ided in putting into
effoet the new olan of tax collection under which tax pavrichts on the wepes and salaria

of emplovees ors now as nearly uas possible on o current bisis,

The clewring of ration checks fthrough the buanking systom also imposed new

duties or the Federzl Resorve banks during the war, Foreign furds control has also beo
adrinistered trrough the Feds keserve banks,

FTRANCING 7

Farly in the war production progr-u: it bocame evident thet some war contrac-
tors would need considerable credit to flusnee ‘helr output. Sinece many iwr contrac-
tors had Govarnment orders far in excess of their norrml gales volume, they could aoct

make o financial stateoment which would entitle them to the line of ceroedit nceded.
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Other contractors could not ohtain sufficient lines of eredit beesuse of lepgal limita-
tions on loans by an individusl bari to oae borrow::.

Military necessityv wmade it imporative that production facilitiss should not
be idle for want of credit. L& plan was svolved under which the army, hovy, or Maritin
Commisegion would guarantee payment of losns made to their war contractors bg bankeg.
The Federal keserve System was selected to exceute the guarantess.

The "V" loan program, so-callsd bucause it was handled under kzgulstion V
of the Board of Govsrnors, contributed dirzetly to the war production «ffort. It wos
a streamlincd operation, with the W"r contractor deling with his own bsnk Loyl

the bank in turn denling with the Federwl heserve bank which passed on tl
‘he Resorve bank then either guﬂranteed a certain porcentage of thro lovan
tracting agency, or issusd a commitment to exccute = guarantse as 1t wae

Mhen ssttloment of terminated war contraects hocame a potential protlem, the
"y" loan program wes modifisd by including "yr" leoshs, or war prodaction loans with
termination finaneing provision Subscguantly o straight "T" loan or tsdhminaticn
loan program was inaugurcted,

COHSUNEER CREDIT COUTROL

In recent yeare the Fadersl Rescorve System's credit controels have besn
broadened to include gqualitative or selectivs contrals cs well as over-all conftrol over
the volume of monsey =nd cradit, During the 1830's the Swvsten was glvoen power to fix
margin rzquirements on listod stock e reurities,

Puring the war the Systoem was charged with rogusltion of consumcr crodit acg
another aspect of the fight ageinet inflsotion. Consumer credit rules have boon ro=-

laxed somewhat since the end of the war, but soms of the restrictions have
tinued since the danger of inflation still exists,
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claims and thus fueilitsates business trans:ctiurs. In 1U3d%:the tota ﬁumbo c
clearved through the FPedor=sl Reserve Bonk 5f St. Louls and brmnchcs was 65 million
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picces, In 1944 this volume had risen +o a totel »f 3% willion chacks.

The amount of money in circulution has ¢lzo ineresssd fremendously during the
war period. For the country as a whole it hue risen from cbout $8 hillion in 1933 to
about $28.,5 billior at the end of this wvear., Fandling of currency an
tremendously inercas:d the werk of the wonev dupartmont ot the Fods
At the 0f. Louis bank the tot.l volume of currconcy handled in 1930 was
In 1844 it wrounted 4o $827 million,
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In summary, while gone of tho art*mn functions of the Federsl Res:rve banks
will be graduslly eliminated now that the war is over, msny of thom will continue at
high level for many years to coma, 8o long aes the fadepral debt remaing large the
Federal Kossrve banks will have o big job of servic lng its also, if we r:lmtajn high
level bueinsgs activity in the postwir voars; the various zorvices provided to th

financial community and through it to the general public will continue
large number of emplovees at the Reszrvs ban! Ths new quartors which
vided ot the St. Louis Fedsral koserve Bunk ore Jusigned €2 furnish cuff
dations for ths staff of ths bank that will be re muirk]

the neaeds of this flstrict in the ysars sheads
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