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Interv1ews with Mr. J. Herbert Case, nov retired after a long 'v ‘ A'»%f

eareer both in_eommercial banking end in the Federal Reserve System.

- These intefvieﬁs took“plaee on four daye}du}ing each of which Mr. Caee
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l.talbed for about an hour beginnin at 11 a.mQ. In spite ef hie con-
'vvsiderable age (he is over 80) his memory is sharp and precise. He has

3 (ﬁ”"f  “'enough of the pedagogic quality which dlstlnquishes his two sons, both of

| thom are preeidents of colleges, so that it was possible to stop him end
- ask hie‘te ge:beck fo explain thinge not cie&rly understood at fifst hear-
. ihgl__Mr;'Cese wae an operating man_in his day. e seems to have hadvtﬁe
'reputatien;(this ceees not onl& from Mr. Leslie Rounds but aiso from one or -
_itwe othef peoele)‘of being ﬁofe or lese pagsive until an emergency aroee
then he was able to eummon the extre force needed to cope with it.

R Mr. Case saxd that he was one of five children in a family w1th

: 7 'very little money where the father fell ill and d1ed He himself went
3.4 “. ' i into banking in 1887 at the age of 15. His banking eduéation is obviously
one in which experlence has played the largest part 'He became skilled,gs
| a man who knew all about commercial paoer. In February 1917'the Federal
' Reserve-Bank of Nev York had taken in millions of dollars ﬁorthkof colg~
_ mbrc1al paper as collateral for war bonds and no one in the System at that ' ) iw

tlme knew what to do about it. 'He was then receiv1n§é§} OOO e year om ' Tﬂ

G) ,Zm. - ,‘;‘1‘ L
- the e?@éLs FermereL?rd;t Companylihd W&as asked to go at a salary of $25 000 e‘;i
to the Federal Reserve. (Obviously in thoee days that represented much more

SN ﬁ'monev than the same figure dees nowv.)
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Mr. Case met Mr. harburg at Saranac and long discussions of the

then young Federal Reeerve System were carried on. The major problem vas

that of how the war would be financed and, said Mr. CaseS"We then established
the pattern.for the government financing of the war." (This does not
necessarily mean that Hesers. Case and Warburg by themselves establishea

e *.
the pattern.)

The_Systém was that the Federal Reserve of New York sold to
véih;" Co member banks and othar banks short-term Treesury paper (certlficates and/or
o : ~OTd - vas

notes) worth four to flve billion dollar3¢’ Gﬂ the patriotic plea that the
banks were finan01ng the government in its war venture. Then when the

banks were loaded with shor£~4erm paper the Federal Reserve set out to

.sell to the public fonr liberty louns‘and one victory loan which would

s
o rbail out the banks“ ‘This was the process which it was repeated of the
‘-}four libertj loans. The fifth, the victory loan, was 1ssued late in 1918
‘or early in 1919. It was a much larger loan than any of the others and
f(:t:; 'fcarried 4 3/4 per cent 1nterest.

o At that tine England usedto issue Treasury bills whlch were 90
7‘.day paper.' The Unltea States had nothing like this. In 1929 Mr. Case was
.agkeé by Mr.,Mellon (Oguﬂn Mills was then Mellon's assistunt) to go to the
Bank of England and SuUdY the procedure on these Treasury bills. They had -
features whlch Mellon thought might be adqptable to the United States
'Arrangements had been’made with the Bank of England for this visit and the
- bank offlcers gave Mr. Cage what is now known as tthIP treatment. They
wera met at the pier by denuty goveﬁor Cecil Lubbock 1n a car with a

chauffeur and that car and chauffeur were turned over to Mr, and Mrs. Case

for the duration of thcir v1sit. The Bank of.England set aelde a room
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'Hr. Lefflngwell took part in the dlSCUSulOﬂ. There were late night con-

fbrences.,

The Ménufacturers Trust then bepgan to have rung and then the
Public National Bank. "Mr., Harrison was in Eufope Mr. Case worked out a
in trouble
proposal that the three o$~tnem should comblne, #th the Clearing House
dnt;b Yoo .
to prov1de $20 million in new capita%lfn advisory committee 9heu&d be formed

including Mr. Frew, Mr, Davxson and Mr. Buckner. They asked Mr. Case to

take the chairmanship of this consolidated bank. Mr. Case was loath to do

it. Mr. Leffingwell persuaded him that the vhole thing hung on his will-

ingness to take the chairmenship and that he could not refuse. Coming down

“in & cab late at night with Mr. Burgess he asked Mr. Eurgess to cable to Mr.

Harrison and then he biﬁseif returned to the bank where he was theén spending
his pights.' A bed hé& been sét up fo; hiﬁ in the»clinic. At 4 a.in, having
gone to bed verj late aftér the conferénce,the telephone fang and Mr. Harrison
ﬁas calling from>Cermany. He agreed that Mr. Case chould teke the chairmen-

' Mr. Case

sh1p of the new consolldation,and b thereupon agreed to do so.

There was however a hitch. The Public Nationnl Bank withdrew from .

' the proposed cohéolidation. Mr. Roosevelt,then governor of New York State,
gent Mr. Lehmasn down to plead that the consolidation should go through. One

of the then distinguished benkers shook his head and sald "let it fail, draw

a riﬁg afound it:so that‘the infection will not spread". Obviously, any such
idéa was impossibie;_ - - : g '

| In‘May.qf 1931-Mr. Case)his heélth very'much'injurgd by ove?worko
went to the hospital fbf‘an‘appendi;itis'operation and'did.not return to busi-

ness until the end of 1931.
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Meanvhile banks went on fbiding'up all over the #ountry. Mr.

- Hoover, as President, suggested that #r. Roosevelt cooperate in making
~ national the bank holiday which then seemed to be spreading from state

to state. Mr. Roosevelt refused.

Mr. Case says that the last few days before Rooseveltts inaub -

f'ration were "pure. hell" . Not only was the epidemic of bank cloeings A
spreading to an alarming extenf,but big corporations such &as Sears-PoebucP

:W001worth and Company and. others which normally kept their money 1n Detroit

cash

'Cleveland and Buffalo began pull1ig/§b out of the local banks in those

cities and siphoning it to Nev York. This made a bad situation just that

much worse, Poople bpgan thlnking the;—»ould never pet their savings.

 ‘They w&nted gold and they atood in line to get it. (Get the record from

- Mr. Roelee on how much gold Feder&l Reserve Bank of New York lout on Thurs-

national

day, Friday and Satu*day bcfore thq/bank holiday was declared. ) People took-
their»gold and put it into the safety deposit vaults,leav1ng the banks just

“ that much weaker.

~ The fourth interview w1th Mr.ACase vwas on Monday, February 1s5.
He plcked up hhere he hed left off tbe previous tima.

The federal bank holiday lasted for an entire week. During that

.time the program in the New York Federal Reserve Bank wns.@s had been said

earﬁ?ﬁto review a1l concitionS'in all member banks.and certify to the Sec-

retary of the Treésury those that were in a condition to open. It was

arranged in New York to have the Federal Reserve, Board of nine members go

. ' , 1o
into session at 10 a.m. every day snd work until 6., A program wes laégi out
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