| / FEDERAL RESERVE BANK
r o 1 /

oF NEw YORK

Dear Governor \

Pursuant to the procedure outlined in our 1nﬁw*epprt of Tovember 30
r\‘«i ety
to the Open liarket Investment Committee on the Aoﬁw:lmu undertaken for ac-

count of the Federal Reserve System, I emcl a 'briof%f&taunt which has been pre-

pared for the members of the Committee covering'i for ‘bant accounts for the
month of December, The important developments dt;rixg\the month were:

(1) A reduction of §3,000,000 in the bills held for the Bamk of Japan, that
ount having been discounted for them on the 18th and the proceeds transferred to the
Yokohama Specie Bank, This is the first important change in this account for over a
year, As a result of the recent disaster in Japan, we expect to see gradual withdrawd s
as the money is needed for roceutructiou.

(2) PFollowing the rapid reduction in the amount of bills held for de
Nederlandsche Bamk in November (from $20,000,000 to §$6,000,000), we were asked to dis-
count the balance of their portfolio, §$6,000,000, on December 1, Since then their
portfolio has not been replenished and we were holding no bills purchased for them at
‘the end of 1923 as campared with $22,000,000 at the end of 1922,

(3) During December, the bill holdings for the Swiss National Bank increased
fram $908,000 to $3,995,000., This $3,000,000 increase came from the investment in bills
of the proceeds of $2,000,000 Treasury certificates held for them which matured om
December 15 and the receipt of an additionmal §1,000,000 from ome of their other New York
correspondents,

(4) The proceeds of the Treasury certificates held for the Bark of England
and the Bank of France which matured on December 15 (§240,000 for each bank) were

switched into bamkers bills in accordance with their instructions,
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The present percentages of participation of the Federal reserve banks in
these foreign accounts is based upon capital and surplus as of last January and these
percentages are being brought up to date as of the first of this year, This will
entall only minor changes in the various percentages,

The Federal Reserve Bank of Boston withdrew from participation in these
foreign accounts during last year and its share (7,5%) has been au;mod by this bank,
We will be glad to continue on that basis for the emsuing year or it would be ontire-;
ly agreeable to us to divide up Boston's share among the other banks assuming, of
course, that they would desire to increase their participations, We would like to
learn the views of the Committee on this guestion, and I would appreciate it if you
would drop me a2 line at your convenience,

Very truly yours,

J. H, CASE,
Deputy Governor,
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BAVKERS ACCEPTANCES

x B :
ankovni urad
De Nederlsnd- De Javasche Swiss Natl, Ministerstve Bank of Bank of
Bank of Japan Bank Bank Financi Encland France Totels
Close of business
Nov.30,1923.
On Hand $ 9,548,873.86 $6,174,380.98 §7,698,849.58 § 908,658.49 § -0 - $ -0- $-0- $ 24,530,762.91
Purchased 1,963,393.42 2,862,154.91 3,541,841.29 -0 - 245,115.86 245,089.17 8,857,594.65
Matured or dis-
counted 4,969,150.04 6,174,380.98 2,796,212.81  454,826.49 < O =8 by e 14,394,570.32
On Hend f i
| Dec.31,1923. 6,543,117.24 7,964,791.68 3,995,673.29 -0 =- 245,115.86 245,089.17 18,993,787.24
r— === = —
+* TREASURY CERTIFICATES
Bank of Japan Swiss N. B. Bank of England Bank of France Totels
Close of business
Nov.30,1923.
On Hand $ 9,508,000.00 $ 1,975,500.0C $ 238,000.C0 $ 238,000.C0 ¢ 11,979,500.00
Purchased '~ 6,508,500,00 -0« -0 = -0 = 6,508, 500.00
Metured 6,492,000.00 1,575, 500400 238,000.00 238,000.00 8,943,500.00
On Hend
Dec.31,1923. 9,524,500.00 -0 - -0 - -G - 9,524,500.00
FREE BALANCES - )
N S Bk. cf Bk .of N.Be.of
Bk.of Japan MNederlandsche Bk. Javesche Bk. Swiss N,B. Benkovnl Englord France  Belgzium Totals
Close 11/30/23. $1,001,533.60 § 260,972.63 $ 249,108.69 ¢ 53,594.3C $101,171.12 & 296.62 § 29€.62 § 3,666.64 $ 1,670,640.22
Close 12/31/23. 1,000,157.15 260,972.63 249,962.07 11,205.55 101,171.12 791.28 815.62 3,666.64 1,628,742.06
_—= et —— —
TOTAL COMMISSICHS EARNED
: From 11/30/23 to 12/31/23. Bank of Bank of
Bank of Japan lNederlandsche Bk. Javesche Bk. Swiss N.B. _Bankovni_  England France Totals
Bankers Acceptences § 1,116.71 -0 = $§ 1,620,34 $1,910.7¢ § -0- & 89.08 $ 89.00 § 4,825.84
3 Treasury certificates 4,090.04 -0 - -0 - -0 - -0 - -0 - -0- 4,090.04
Custody charge cn :
earmerked gold -0 = =0 - -0 = -0-_ _ _=-0- =0 - -0 - -0 -
$ 5,206.75 -0 - $ 1,620.34 $ 1,910.7¢ ¢ -0- ¢ 89.08 $ 89.010 ¢ 8,915.88

(8

3 X
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Telegram Telegram
Day Lée, - Blue Day Letter Blue
Night Message Nite Night Message Nite
Night Letter NL Night Letter NL

If none of these three symbols
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words) this is a telegram. Other-
wise its character is indicated by the
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ANSWERING TELEGRAM VERY SATISFACTORY PARTRIDGE MEETING ATTENDED BY

ALL EXCEPT MCDOQUGAL WHO STAYED(ﬂOME BECAUSE OF BANK SITUATION AFFECT=

YA R ‘

ING HIM AND YOUNG ALSO PRESENT COTTO& MILLER CURTISS WILLS JAY UNANIMOUS‘
S 2wkt froscl

LY VOTED TO CONTINUE PRESENT PROGRAM CORN AS TO MATURITYES AND RATES

WITH ADDITIONAL AUTHORIZATION TQ BUY UP TO FIFTEEN MILLION DECEMBER .
& fun 0ot fanch,
NINETEEN TWENTY FIVES ALL CORN AS HERETOFORE ONLY ON OFFERINGS AND

HOLDING TO PRESENT APPROVED PRICES WITHOUT FOLLOWING MARKET DOWN FOR

YOUR INFORMATION MONEY CONDITIONS SHOWS SLIGHTLY STIFFER TENDENCY
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FEDERAL RESERVE BANK

OF NEWYORK

January 16, 1924.

Dear Governor Strong:

I was very gled te receive your telegram of yesterday, announcing your

safe arrival st Palm Beach and asking for information regarding the meeting of the

Open lierket Investment Committee.

1 QPEN MARKET INVESTHRENT COMMITTEE

I immedistely wired you, using wherever possible the code words arranged
| between you and Mr. Jay. While my telegraphic message was brief, nevertheless it
furnished you with a pretty cemplete birds-eye picture of what hsppened. However,

I have just completed making up the minutes of Monday's meeting which, of course,

give a little more detailed information on the discussions which took place and the
subsequent action. In order that you may be fully informed and brought up-to-date,
I am now enclosing the fellowing data:

‘ I. Copy of my telegraphic reply of yesterday te yeur telegram,

‘ 2. Copy of the minutes of the meeting of the Open Market

, Investment Committee of Jsnusry 14, 1924.

3. Index, to which are appended seven different statements sub-
mitted to the committee.

4. Informetion as to Government security holdings - F. R. bank§.

5. Copy of a letter which was approved by the committee and sent
to each Federal reserve bank, in reference to maturities

and price limits approved by the committee and governing
purchases.

FOREIGN BANK ACCQUNTS

(a) Copy of monthly report, showing changes and important de-
velopments during December.

{b) Copy of a letter approved by the committee, to be dent to
all Federal reserve banks, except Boston, regarding

Oq:(,,‘(,r;""w participations in these accounts.
n\ig/“ X" {c) Summary of our relations with the Bank of Japan.
b [ 1‘-({';“( .

I may say, in passing, that the minutes of Monday's meeting have been pre-

- FRAéna.red with a good deal of care and are the joint preduct of Kr. Jay and myself.

ttp://fraser.stlouisfed.org/
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AL RESERVE BANK OF NEW YORK Qs wg".}{} gaBeﬁgﬂHS‘brong, Esq. 1/16/24.

¢ U0k P g @il
Mbnday's meeting was ideal in sveryrp&rgigg%ar. Thi best of feeling prevailed and
sveryone was in sympathy with the whoIe\‘proag% adoﬁ,ed It did look, at one time
during the morning, as though the’ meqbexs og §£;} ittee would be averse to con-
tinuing purchases because of the temporary ease in money and the tendency for securities
to go higher. . However, I got them to agree that, while we should not again lower our
buying prices at the moment, we should be fully prepared to take such securities of the
type and meturities authorized as come within the price limits fixed.

Yesterday there was a complete shift in call money, some $20,000,000 or

thereabouts having been loaned at 5%. As a result, we were ensbled te pick up, yesterday,

some $3,500,000 of short paper maturing this year, and a similar amount early this
morning.

All of our guests, with the exception of Governor Harding, who returned

on the afternoon train Monday, attended the dinner that night.

The minutes will show that I carried out your idea in dealing with the
foreign accounts. Governor Crissinger spent yesterday with us here at the bank, whieh
enabled us to go over carefully with him many items of mutual interest. It also gave
Jay and Harrison an opportunity of satisfactorily discussing the question of non-cash
collections and tgr;::; from a few bankers their unfaverable information about taking
away services which we are now rendering.

I trust that you Are in good golf form and will have the best kind of an

- outing.

Faithfully yours,

D

Benj. Streng, Esq., J. H. CASE,
The Breakers,
Pa™m Beach, Florida.
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FEDERAL RESERVE BANK

oF NEw YORK
January 17, 1924.
Dear Governor Strong:

With this I am handing you & copy of a letter which I received this morning from
Governor KcDougal, together with copy of & memorandum prepared by Mr. McKey, expressing his
convictions regarding the several phases of our open market sctivities.

This morning Governof chougal ﬂalked with me over the telephoné end told me that
he had had & cenversstion with Young; and; while he thought the South Dekots situstion was
still serious, he believed Young had the mstter well in hand, and hoped there would be very
Iittle further trouble from that quarter. '

I am slso enclosing a copy of my letter of to-day's date to EcDougal.

In the minutes and in writing you yesterday, I touched very lightly on the subject
of the Benk of Japan. I might now add that Er. Jey and I emphasized the confidential
nature of this discussion and outlined very briefly the character of the possible change
that might occur in their relations with us, owing te the fall of the yen. Hessrs.
Crissinger end Eiller, as well as all the members of the committee present, expressed a
sympathetic attitude and believed we had a responsibility in doing our part to enable this
country to continue its heavy exﬁor@s of American goods te Japsn. Three or four different
methods of doing this were touched upon, principally by Dr. Eiller, but it was finally
thoroughly understood that/%%%bussion was largely of an academic character and that nothing
whatever would be done about it unless and until some proposal was submitted for consideration.

Everything continues teo go nicely at the bank.

Cordially yours,

SN

=
e
gt

J. H. CASE,

Benj. Strong, Esq., =

The Bregkers,
Palm Beach, Florida.

Fnes.,
igitized for FRASER
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FEDERAL RESERVE BANK

oF NEw YORK

Jenuary -18,1924.
Dear Governors:

Just two or three high spots for your information.

(1) South Dakote situation. Copy of Governor licDougal's letter of

January 16, which discusses the unfavorabie bank situation in South Dakota, is
enclosed. The statement made in the fourth paragraph about chloroforming the
bank as to ite old indebtedness and yet continuing to receive and pay against new
deposits made on and after Jenuary 14, shows a strange sort of banking procedure.
| (2) Reichsbank. Enclosed is copy of their inquiry to us under date
of December 19 as toc the Geérman capital in this country, and copy of my reply of
January 15.

(3) Comptroller's Office. Revisgion of forms. Comptroller Dawes re-

cently indicated that they had under contemplation revision of the forms used by
examiners in reporting examinations of national banks, and asked if we would be good
enough to give him the benefit of any recommendations we might have for the inclu-
gion of particular information desired by or which would be helpful to the Federal
reserve banks. I have gone over this matter carefully with Messrs. Chapin,
Morris and Dillistin, and enclose a copy of my reply, in case you have other ideas
of your own about this which you may wish to discuss with Comptroller Dawes when
you ars next in Washington.

(4) Traneaction for Tressury. I consummated to-day a very interesting

transaction for the Treasury. Winston told me late Wednesday evening that the
Post Office Department desired to sell $20,000,000. Fourth 4 1/4s promptly upon as
favorable terms as possible. As they were then quoted at 99 - 99 1/32 and were

= within a point or two of the lowest of any of the outstanding Liberty bonds, it
Digitized for FRASER
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FEDERAL RESERVE BANK OF NEW YORK .28 ... Governor Strong. January 18, 1924

roccurred to me that this offering might interest the British Treasury. Accordingly,
with Winston's permission, I took the matter up direct with our friends at the corner,
offering them the entire block at 99 net and interest (free of all commissions).
They thought my price was much too high and suggested that at 98 1/2 they would recoi-
mend the purchase to their clients. They finally agreed to cable the offer without
comment, and this morning they received word to buy. Payment is being made for
them to-day against delivery from our stock held for the Treasury. This was an
interesting deal to handle and I have enjoyed consummating the transaction.

There is very little else of interest to report. lioney continues to be
easy, and our additions to the special investment account are very moderate. How-
ever, the total purchases now amount to approximately $50,000,000. -

Trusting that everything is going we

Yours

Mr. Benj. Strong,
The Breekers,
Palm Beach, Florida.

Encs. (4)
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Dear Governor Strong: e\
SN

For your information, here is a copy of a letter just
received from Dr. Miller stressing the importance of moving slowly

at present in our open market operations. As the whole committee

were in substantial agreement with this viewpoint, I have in my
reply (copy enclosed) indicated that we are pursuing a conservative
course.

You may also be interested in the enclosed communication
from Governor Harding, about having his advisory committee of stock-
holders get back of a bill to enable mutual savings banks to become
associate members of the Federal Reserve system. I have told him
frankly that his present setup of this is full of prickers and will
surely lead to an attack from member banks generaily, because this
proposel would enable mutual savings banks to become associate
members of the system, carryingbut a nominal reserve against their
time deposits (1/4 of 1 per cent.), while all other members having
precisely the same type of deposits would still be required to

carry 3 per cent. When I talked with him over the telephone this

morning I thought his enthusiasm for it appeared to be waning. He

said, of course, nothing would be done about it unless he had the
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Benjemin Strong, Esq.,
c/o of The Breakers,
Palm Beach, Fla.

Enc.

’
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FEDERAL RESERVE BANK

oF NEw YORK

Karch 29, 1924.

Dear Governor Strong:

Since your departure last Saturday, there has been & complete reversal
in the money market from the low figures which prevailed when you sailed. A
cable advieing you of current conditions was sent you last night, so that you
should have it on your arrivsl,

It developed in the early part of the week that there was a great deal
of interest felt in Washington as to the reason for the very sudden and marked
change which had teken place in the money market, and on Eonday, March 22, a
letter was received here from Er. Winston addressed to you and asking for some
information on this subject. Dr. Hiller, of the Federal Reserve Board, called
me on the telephone to ask ebout the situation. For your infermation I am
enclosing a copy of Er. Winston's letter and a copy of my reply sent him under
date of Earch 24.

Er, Winston wes in New York on Thursday and spent several hours here
8t the bank, which gave us a good opportunity to talk over some further plans
of the Treasury. One matter that he is anxious to see cleared up is the dis-
posal of ebout $40,000,000 in long-term Treasury bonds now held by the Alien
Property Custodian, and the substitution therefor of either Third 4 1/4% Liberty
Loan bonds or other short-term Government paper.

Prices of Government securities are gradually strengthening, end while
we have not as yet been able to make any further purchases, it looks to me as
though there may be an opportunity to ascquire some additional "Governments" the
first of the week. I am also enclosing the offering sheet of S. B. & H. as of
this date, together with a copy of our daily letter to the Board dated March 28.
Qur total earning assets have increased $100,000,000 during the past week.
Figures have now been received from all the Federal reserve benks, showing their
estimated expenses for the current year and the amount of earning assets required
to be held during the year to cover such expenses. I have had an analysis made
of the average earning assets held by each bank on the basis of its weekly report
to the Board from January 1 te date. I think this would be a good thing to con-
tinue. You will observe that the System as a whole is about $138,000,000 short

of the amount necessary to cover expenses.

I hope that you had a good voyage over and that you will have an en-
joyable time during your short stay in England.

Faithfully you

{/Z/( »

Benj. Strong, Esq.,
C/o Bank of Englend,
London, England.
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C.BLE CRDZER C \J

(outgoing Mecscage)

o April 30, 1924

Copy of Cablegram sent to CODING DEPARTMENT.

From Foreign Department

Pleage code the following mecsage addrecsed to the
Strong, Care Logan 7 BRue lHonsieur, Paris,

o

>

Number of Cable

S (If Payment Cable)

Rate reduced to 4% Crissinger redesigmated Governor Stewart not

resigning,

 GASE,

W il

%\, Cm F (Dept. Head's Initial)

{(0fficer'qd Initial)
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FEDERAL RESERVE BANK

oF New York

October 14, 1924.

Dear Governor Strong:

I was very glad to learn from your recent telegram to Miss Bleecker that
you are loafing hard and beginning to feel much better than you did at the time you
went away. I understood that you wanted a rest from consideration of bank matters
and, therefore, have refrained from communicating with you.

As you have undoubtedly been advised, on Monday of last week the officers
moved into the new building. All of our several departments are now under our own
roof, with the exception of two or three, which are still in the Annex Building and
which are to mcve over in a few days. It is a bit early, perhaps, to express a
final opinion as to the building, but the officers generally feel that it is going
to work out well, and our visitors' comments are most favorsble. The publicity
attending our removel has been negligible and, as some of the artisans are still at
work in certain departments, we have refrained from sending out to our member banks
even a notice of removal and shall not do so for another week, in the hope that we
may become pretty well acclimated by the time our visitors begin to come in.

I had a cable from lNr. Jay a few days ago, stating that he plans to sail
on October 25; and he should, therefore, arrive home just about election time. He
sent me & copy of an éntertainimgletter he wrote Governor Crissinger, telling about
his interesting work with Owen Young.

Matteson tells me that you have asked him to prepare a brief report on the
operations of the Open Market Investment Committee for your meeting in Chicago on
October 24. This report went forward on Saturday, together with a little memorandum
prepared, at my request, by Dr. Burgess and dealing with this subject from an
economic standpoint based upon current conditions.

In connection with the Chicago meeting, it occurs to me that possibly you
might wish to have'the committee consider the desirability of the Federal Reserve
System's making & moderate investment in sterling bills in the near future. Mr. Warburg
recently attended a meeting of our executive committee, just before going to the
Federal Advisory Council meeting held in Washington on September 25, and discussed with
our executive committee the idea of this bank's making an investment in prime sterling
bills, with approved American banking indorsements on a guaranteed dollar basis.

Mr. McGarrsh and the other members of our executive committee expressed the opinion
that the development of & market for sterling bills in this center would be most
desirable, and further expressed the view that we should give the idea our sympathetic
support by being prepared to buy, from time to time, moderate emounts of prime
sterling bills bearing approved Americen banking indorsements on & guaranteed dollar
besis. We subsequently purchased one lot of prime bills, aggregating £100,000 and
bearing the indorsements of Rothschild and of the International Acceptance Bank, Inc.,
Z which lot of bills was carefully reviewed by the executive committee. This has
since been increased by the purchase of four additienal lots,of £100,000 each,of
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FEDERAL RESERVE BANK OF NEW YORK .........l...

2 Governor Strong. 10/14/24.

prime bills, each lot bearing the following indorsements:

Swiss Bank Corporation London )
Seligman Bros. " )
National Discount Company i n )
Union Discount Company " )
International Acceptance Bank,

Inc. New York

In discussing this matter with Mr, Warburg, I expressed the strong convic-
tion that, if a market were to be developed in this country, the primary transactions
should occur in the open market and the Federal Reserve System should merely be the
backlog for the purpose of having the bills melted down from time to time, rather than
become the original purchaser; and I further expressed the belief that,if the System
should deesire to make a substantial investment in such bills, we should effect it
through our correspondent, the Bank of England.

As you will recall, just before you went away the Bank of England had agreed
to put £100,000 of our account on an interest basis, and full details of this transac-
tion were received here the latter part of September. Meanwhile, the Federal Advisory
Council had held its meeting in Washington on September 25 and adopted a resolution
fevoring the investment by Federal reserve benks in foreign bills under certain condi-
tions, & copy of which is enclosed. I thought it best to write Governor COrissinger
the complete particulars in respect of our investment through the Bank of England,
making a comparison between it and the investment in the same type of bills in this
market with approved American benking indorsement. A copy of my letter, dated
September 30, is also enclosed.

Messre. McDougal*and Fencher were in the bank to-day, attending a meeting
of the Pension Committee, and before they left they wanted to know about the Open
Market program for October 24, which I reviewed. I then told them a bit about these
foreign bill purchases. They appeared to be very much interested and expressed the
hope that you would discuss this subject at the forthcoming conference. Herson
arrived at the bank on Saturday, at noon, aveiling himself of the holiday, Monday, to
make a weekend exemination without interruption

I recently received a communication from Governor McKinney, of Dallas,
who desired to acquire some additional earning assets through the good offices of
the Open Market Investment Committee. . I replied, under date of October 1, and have
now received his acknowledgment bearing date of October 8, all of which correspondence
I am enclosing in the belief that you may wish to have it reviewed by the committee.

* (Governor lMcDougal expressed the hope that we might send him some informe—
tion for consideration in advance of the open market meeting; but, not knowing your
thoughts as to this, I shell merely send him, early next week, a copy of the Burgess
memorandum and of the report prepared by the secretary.)

Mr. Jezmes of the Federal Reserve Board has, I understand, now visited all
the Federal reserve bank buildings, including branches, with the exception of Buffalo,
and is contemplating covering those two in the near future. I hope you may be on deck

when he comes.
Faithfully yours
/ }{Q L I

With every good wish, I &m,
; J. H. CASE.
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OF NEW YORK
OFFICE CORRESPONDENCE DaTe Japuery 5, 1925. 192
Te Governor Strong : e SUBJECT: i
From _ d. H. Case ] s

Since the turn of the year, csll money is becoming very much ezeier.
To-day, call money renewed 4%, and at 11:30 a. m. dropped to 4%, with $30,000,000
offered, which is an indication that the rate may go still lower.

The Treasury Department, acting on behelf of the Alien Property
Custodien, exchanged some $35,000,000 March certificates for the new 4% Treasury
bonds, which it is desirous of reselling to the market as opportunity may offer,
and of replacing them with short-term certificates. Of the latter, there are
now but two issues outstending, March 15 4% certificates and September 15 25%
certificates.

On Saturday, January %, I sold for the Alien Property Custodisn asc-
count $5,000,000 of the 4's for delivery to-day; and, in order that they may
have prompt reinvestment, we have agreed to let them have $5,000,000 of the
March 15 4% certificates from the System sccount. 1 could replece these by
acquiring in the market' $5,000,000 March 15 43% certificates on the same busis,
or effect the fellowing cembination:

March 15 43¢ cert;:‘lfioate‘, on 2,47 basis......$2,000,000

June 15 4;; Treasury notes, 2,75 basis...... 1,000,000

Bepbh 15 237 Gertificates, on 2,75 besis......_2,000,000

5,000,000

In view of the et;sief money conditions, I think it would be deah:ahle

not to replace the $5,000,000 sold; But I ehould like to know how you feel szbout

it.

JHC HAB
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MISC, 3. 17t FEDERAL RESERVE gé:k
- OF NEW YOW "‘\-?y;;f,
OFFICE CORRESPONDENCE ', F parg Jamuary 19, 1025. 192
T Governor Stro o = Sussgor: -Money M rket, Conditions
FrOM J .ni. Case ACKNOWLE!KJED '7!. B B
JAN 24.1925 .
RS

A8 you are receiving a copy of our confidential daily letter to
the Federal Reserve Board, tégether with a copy of our daily statement, I am
sure you are keeping pretty well informed as to what is going on in the
money market.

The New York Clearing House statement, published as of Saturday)QVﬂa%‘*“L)
Jenuary 17, shows an actusl excess reserve of clearing house members of ;
$70,000,000. This situation was due entirely to the fact that the daily—»(c“rqﬁ“b')
average reserves for the week were some $10,000,000 under the requirements,
necessitating considersble borrowing here on Friday, which was imm&diately
paid off on Saturday.

To-day call money opened at 324 and shortly thereafter went down
to 3%, with some $30,000,000 offered. Accordingly, I arranged with the
dealers to take up $10,000,000 of securities which hed been sold them for
delivery on or before January 22. $5,000,000 more will go out to-morrow
and a like amount on Wednesday.

The stock market was very strong on Saturday, but has been more or
less irregular to-day. Mr. McGarrsh, in a conversation he had with Mr. Jay
and me after the Executive Committee meeting this afternoon, stated that
under existing conditions he thought it might be advisable for us to continue
to meke further sales to & point that might bring the account down to, say,
around $300,000,000. We received official word from Mr. Platt of the Board
that the Board has considered and notes with approval the minutes of the
meeting of the Open Market Investment Committee held at the Federal Reserve
Bank of New York January 9, indicating that the committee proposes to continue
to sell from the open market portfolio of securities, a8 it can be done from
time to time without disturbance to the market.

You will recall that at the last meeting of the Open Market Invest-
ment Committee (at which a forward contract for the sale of $40,000,000 of
securities was agreed upon), I reported that there was some $12,000,000 of
September certificates then in the market which we could parchase at any time,
at our option. This lot, however, has since been disposed of, some to the
Treasury to replace sales of new 4% bonds from the Alien Property Custodian
account, and some to the market, presumably for the British Covernment account.

Messrs. S, B. & H. informed me to-day that they could use on Jan. .

Keed . 22, for a ten-day period, an additional $25,000,000 of September 2 5% certifi-
“éon \ cates at par, which a certain large corporation desired to purchase and carry
Yeaba - until February 1, at which time the corporation wkll be taking up certain of
'y . their own bonds. I shall chat this over with the various members of the com-
ow 23, ! mittee to-morrow morning, and if money conditions on Thursday appear to be
W™ favorable to the consummation of this transaction, I would recommend that we

effect the sale. I assume that you will receive this memo. not later than
Do o ERARER Thursday morning, and would appreciate your promptly wiring me your views.
M%Wﬁ%mnﬁbmgbdm& enclose (to 3:30 p. m.) the money report of to-day's transactions.

Federal Reserve Bank of St. Louis
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 OUTGOING TELEGRAM

Jamary 21, 1926

Governor Benjemin Strong
The Breakers
Palm Beach, Florida

Test one Yesterday total earning assets $269,000,000, Gold
$972,000,000, Members reserve deposits $831,000,000, Ratio

80%.  Call momey plentiful closed at 24, System account

down to §850,000,000, all members of committee favor additiomal :
sale down to $300,000,000, end unenimously approve selling S~
$26,000,000. Septembers mentioned my memoramdum to you January

19th. Have arranged to consummete this transsction by delivering

one half today and balsnce tomorrow

Case

PDigitized for FRASER
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MISC. 3. 1-75-9-23 FEDERAL RESERVE BANK R

o |
OFFICE CORRESPONDENCE bare Jenuary 23, 19%5. 1o
T Covernor Strong - SUBJECT: MONEY CONDITIONS = . L
FROM e J. H. Case ACKNOWLE’)GEU o .
JAN 2 §1925
(24

I have your telegram of to-day and am gled to note that you
agree that we must continue sales as proposed.

We have been having the traditional January "thaw," so far as
money is concerned; snd notwithstanding the fact that we have sold from the
open market portfolio $90,000,000 of Government securities to this market,
it has been almost impossible to sponge up the deluge of funds coming into
the market.

As I wrote you on Monday, the committee unanimously approved our
selling down to $300,000,000, & point we have approximately reached at this
writing. Mr. McGarrah, whom I have kept informed as to what has been going
on, telked with me to-dey sbout the matter and expressed his feeling that we
should be prepared to sell additional amounts, if the ease in money should
continue next week. I am not quite sure how all the members of the committee
will feel sbout going below $300,000,000, but I think that by next Tuesday
we should have a better idea of just what the picture will look like.

The $125 000,000 telephone transaction was clesred yesterday
without a ripple in the market call money being 3% and going as low as 23 %
in the afternoon. That these sales are having an effect upon the reserve
balances of our members is borne out by the fact that they found it necessary
to borrow to-day upwards of $50,000,000 to adjust their reserve balances for
the week. This action on their part, I take it, will result in showing some
actual surplus reserve in the clearing house statement to-morrow.

I am enclosing exhibits showing the present status of the System
account, the actual transactions that have occurred, week by week, from
December 19, 1924, and a statement showing that on the $90,000, 000 of sales
since January 13, the net profit to the banks of the System amounta to $137,000,000.
/
George Harrison got off te-day for hie~w§§k'e trip to South Carolina,
and Jay and I have persuaded him to spend a few days in Atlenti on his way back,
in the hope that a little visit from him may exert a wholesome influence in that
quarter., Jay and I have had several parties of bank presidents, snd Sailer and
Kenzel have had one or two parties of vice presigpnts.v We feel\that this is one
of the very best things that we have done in a-ibng time. Thb‘bankers generally
are delighted, not only with our building but wi ‘the dpportunlty of seeing; some
of the actual transactions that are being carridd-e

I am glad to note that you are having such & fine rest.

mus  Sketliug g fié

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

Federal Reserve Bank of 'SteLouis




FEDERAL RESERVE BaNk

v’

oF New York

Jenuary 26, 1925,

READ'AND NOT ED,

-

7//;2\-5- B. S.

I have your letter of Jenuary 21, in which you make

Dear Governor Strong:

suggestions as to the remedying of seversl defects in the mechanics

of our code arrangement which the practical use of the code has

brought to light.

The suggested changes and additions are certainly a big
improvement, and we shall be careful to have our messages to you
prepared in accordance with the code list. The extra copies of the
list of additional words have been distributed to Messrs. Jay, Sailer,
Herrison and Kenzel, and the Codes & Tests Division has received its
COPY «

Keep on loafing, and don't worry ebout the burden here.
There are enough of us to shoulder it; in any event, until you get
back.

Fgithfully yours, )
/ ]/] &

J. H. CASE,

Mr. Benj. Strong,
The Breakers, é« % 4: 4‘ Z
Palm Beach, Florida.

¢ s W \/ vaa*-#*v
Digitized for FRASER W Mﬁﬁcy
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DEL g;;c HAB : SEND ToO FILES

(13 25 -
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/
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Benj Strong
The Breakers
Palm Beach Florids

Harrison sddeess Good Hope Flantation Ridgelsnd South Carocline

CASE
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AR FEDERAL RESERVE BANK
OF NEW YORK

OFFICE CORRESPONDENCE pate February 3, 1925. 192
T, Governor Strong S T T Suesect. CURRENT MONEY SITUATION
FROM J. H, Case a,('j/L }7573 il .

CONFIDENTI AL | |

In sending you information concerning the Clearing House weekly summary,
yesterday, and the list of borrowings of our New York City member banks, I promised
to give you some word to-day sbout the money situation.

The Treasury's average balance in the Federal reserve banks during the
past week or so has been about $50,000,000. Yesterday the Treasury retired about
$30,000,000 of the 4% Consols previously called for redemption, thereby reducing its
System balances by that amount. The Treasury is now making & call from member
bank depositaries as of Thursday, February 5, for about $15,000,000, one-third of
which comes from this district.

In spite of this retirement yesterday, the money market continues fairly
firm, with call loans at 3% and but a relatively emall supply. Messrs. McGarrah
and Young spoke to Jay and me at the close of the executive committee yesterday
and asked if we thought the time had arrived to consider a raise in our rate.

We expressed the view that it was a bit early yet, but that if our loans should
{ continue to rise during the course of the next few weeks such a procedure might be
t desirasble. Our losns to the New York City banks increased to-dey by approximately
$10,000,000, so that as of to-night they will owe us about $100,000,000.

As to the stock market, the edge appears to be off, slthough there is
considerable activity in the 0118, with prices up to & new high point. Stock ex-
chenge call loan account continues to be about the recent high point. The open
market account is down to exactly $300,000,000, snd unless you have something to
suggest my own thought would be to make no further sales nor purchases for the
present but to watch closely the daily course of funds. Yesterday we transferred
to J. P. Morgan & Co. & block of $25,000,000 of the 23% September 1925 certificates
that one of our dealers was taking back from a large corporation which had acquired
them some two or three weeks ago for a short period. In this connection I am
enclosing a copy of a letter which I sent Mr. Winston under yesterday's date re-
garding this transsetion. The letter, you will note, contains a suggestion as to
the effect that the reduction of the September 15 certificates in the hands of the
outside public might have on his March 15 financing.

Gold exports continue to be heavy, the total engagements for yesterday
and to-day aggregating some $15 000,000, of which $10, 000,000 is for shipment to India.
Our reserve ratio is just a bit lower and now stands at about 76%.
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Governor Benjamin Strong
The Breskers

Palm Beach, Fla.

#4 We are still purchaaing short bills at 25 to : 7/8 as
compsred with 3 percent for three months and 3% for four
months and Pierre Jay and I are proposing as of tomorrow

or Friday to make the minimum rafe on all bills 3 percente.
Advise us if you see any objeetion to this course. Volume

of bills in existence and volume held by system are deereasing
8lightly so that this change should csuse minimum disturbance
to bill market

Case

~

test OK
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FEDERAL RESERVE BANK

OF NEwW YORK

August 7, 1925,

Dear Governor Strong:

1. I am enclosing a copy of my cablegram to you to-day acknowledging
receipt of your letter of July‘;§ito me, one of July 19; two of July éé’and 2£/to
Mr, Jay, and one of July 2§;£g”“§. The matters which required immediate sttention
have been deglt with in my cable.

2. Mr. Jay left for his vacation the day after your letter of July 20
was received which deals with a possible loan to the Rentenbank by Harris, Forbes

& Company and the National City Bank as well as the Gold Discount paper. He,

therefore, had no opportunity to discuss the matter with Mr. Mitchell but turned
your letter over to me to take care of. I have found out that Mr. Mitchell is
salling for Europe and have, therefore, considered it unnecessary to discuss the
matter with him, since he will have an opportunity to study the situation himself
at first hand.

3. We received word yesterday of the reduction in the Bank of England
rate to 4 1/2%, and the reaction here has been entirely favorable. I enclose two
Dow-Jones items and our own newspaper review on the subject.

4, I am also sénding you two memorzndums which deal with what I under-
stand to be a protest made by Mr. Mitchell, of the National City Bank, to the
State Department, concerning the advances which we are making on gold to the
Banking Office in Prague. I believe they are self-explanatory and indicate to you
just how we have dealt with the matter. It seems to me- that this was an astounding
thing for him to do, but it looks like a pretty clear indication that he is on the
war path. Perhaps you and he may meet some time within the next few weeks, in

which cvent you may wish to discuss this matter with him.

Digitized for FRASER
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..... B Governor Strong. 8/7/25.

5« If one of your letters can be said to be more interesting than the

= others, it was the one of July 20 about Schacht and the Reichsbank. Personally,

I would be in favor of assisting him by the purchase of mark bills along the lines

you suggest, and believe we would be adequately secured. The principal dif-

ficulties, of course, are possible unfavorsble developments in Germany and crit-

icisms which we might encounter here. Both of those factors, however, may tske

on a different light by the time Schacht needs assistance. ynfortunately, I have

been unable to discuss the question with our directors, since all of those who

would be particularly interested are out of town and will not return until towards

the latter part of the month. This week, only Mr. Saunders and Mr. Runkle were with us.

6. All signs seem to point to a more active use here of credit now and
in the immediate future. The earning assets of the System went up $80,000,000 during
the last week and now are something more than $1,100,000,000. The stock market
continues active, with prices at very close to the high point. If the anticipated
demand from the West for additional funds appears within the next few weeks, it seems
clear that the stock market may get a good bump.

7. Winston will presently be discussing his September financing. There
is now outstanding but $229,000,000 of September 15 certificates, with something more
than $100,000,000 of interest to pay at that time. He thinks they will probably have
to borrow $250,000,000 to $SO0,006,000 by means of short-term financing.

8. I returned from my vacation on Monday, August 3, feeling fine,and
had a very good outing. I am very glad to report that Mrs. Case is now much im-

proved and appears to be on the road to a complete recovery. ‘ y

Faithfully youyrs, _
Mr. Benj. Strong, %@ﬂ [ 1

C/o Bank of England,
London, England.

Encls. (5)
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WIRELESS TELEGRAMS

Business Men and others

requiring a RAPID RADIOQ-

Neither the Marconi Intersational '*M
Administration or other Company of per
damage, for non-transmission or non-deliv

I T e o w-. ol mg

'MARINE COMMUNICATION co., LTB.
H@US’E STRAND LONDON W.C.2. -

AGES ARE ACCEPTED,

¥» Limited, nor any Telegraph Company or Government Tele. . “’ H
‘ or ardmg of this telegram shall be hablc for any loss, injury Jr ‘

. telegram, or delay, or error, or omission in the ttansmxssmx)t
"very neglect, dclay, error, or omission shall have occurred.

TELEGRAPHIC service
throughout the voyage are
advised to send their mess-
ages at the full rate.

Wireless Communication
Notices are exhibited on
board daily.

SPECIAL RATE MARCONIGRAMS

Passengers can communicate
with their relatives and
friends by making use of the
'““OCEAN LETTER" and “POST
RADIOTELEGRAM ” services
at SPECIALLY LOW K

“Post Radiote
should be hande¢
ably during the ¢
the voyage. :

T]qe most
Luxurious Hotel in Europe

: Sgecial Arransemcnt Savoy.R.cscrvation Mcssasel

may Lc sent frec of cllarsc from any Steams}up Ly
erclesa or from any Postal Telcgraph Oﬂzce

in tlxe Unlteul Statt:s or Canac]a

Wireless or Cable Address : ** Sawoy Hotel London.”

BL__
LLONDON & NORTH EASTERN RAILWAY OF ENGLAND AND SCOR

LONDON STATIONS—

KING’S CROSS
Terminus of ¢ Flying

LIVERPOOL STREET

for East Anglian Cathedrals and the
HARWICH ROUTE to the CONTINENT

MARYLEBONE

for Homes of Shakespeare, M11ton,
Washington and’ Penn. Non-stop trains to
Exhibition Station (only station in British
Empire Exhibition Grounds).

Cathedrals — Castls — Abbeys — Historic Homes — Haunts of Great Men — from the Thames to
=

Scotsman
QUICKEST ROUTE TO SCOTLAND

. ROYAL MAIL ROUTES T&
CONTINENT wia HARWICE
HOOK OF HOLLAND—Daily Safl
ANTWERP—Daily Sailings (Sunda§
ZEEBRUGGE—(Summer Service) &

Via GRIMSBY-HAMBURG—
Three Times Weekly

LUXURIOUS STEAMERS equi
respects for NIGHT TRAVE
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ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis




FEDERAL RESERVE BANK

OF NEW YORK

CONFIRMATION OF CABLEGRAM

WE HEREBY CONFIRM OUR CABLEGRAM OF THIS DAY, WHICH DECODED sHimeDfREsle As FoLLows:

August 7th 1928

=y
Biarritz (France)
#7 Test
$xE © Your eable number sevem received If Reichsbank expects
export gold from New York and London may ship to us perhaps
you Hormam and Sehacht could arrange for umct shipments
London %o Berlin or earmarking in London with setilement
nere in either case whioh would help them and have same
result here
| WO - Your letters July fifteenth July nineteenth WoJuly
o twentieth tWo July twenty first and July twewdy third to
Jay and me regeived and read with much interest
i'm*inz Referring your 1&#:2 July twentieth to Juy concerning
' Rentenbank and Mitchell Jay left August First for wacation
in Canada and had no opportunity ito see Mitehell I under=
stand Mitohell sailing for Turope and therefors eonsider
it unnecessary to discuss this matter with him since he will
undoudbtly obtain information Himself first hand
FOUR Referring your sedond letter July twentieth to Jay comcerning
possibility our buying merk bills from Heichsbank most of our
directors out of tem until after middle of August when I will
L disouss situation with Young Wooley and others interested

http://fraser.stlouisfed.org/ “
Federal Reserve Bank of St. Louis " :



P FEDERAL RESERVE BANK

OF NEwW YORK

August 10, 1925.

Dear Governor Strong:
! In Mr. Jay's sbsence, I acknowledge receipt of your let-
ters to him as follows:

July 25 from Spa, Belgium, confirming copies of
. cables exchenged regarding rates, and
! enclosing a copy of your letter of the
| same date to Dr. Stewart on this subject.

July 29 from Brussels, confirming cebles, and
enclosing copies of your letters of July
29 and July 30 to Dr. Stewart, together
with extract from letter of Dr. Stewart
to you under date of July 27, 1925, all
on the subject of rates.

Very truly yours,

Wia v

- J. H. CASE.

Mr. Benj. Strong,
C/o Bank of England,
London, England.
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o FEDERAL RESERVE BANK

OF NEW YORK

August 10, 1925.

Dear Governor Strong:

I have your note of July 24 regarding Gilberti's need
for an experienced foreign exchange man who can work into the
organization,in anticipation df the time when the subject of
tranefers will require sn able technician.,

I'have particularly noted your comments as to just the
kind of man who is needed, &and both Crane and I will keep the
matter before us, pending your return.

Sincerely yours,

e~

Mr. Benj. Strong,
C/o Bank of England,
London, E. C. 2,
England.
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FEDERAL RESERVE BANK

OF NEwW YORK

August 10, 1925.

Dear Miss Bleecker:
I acknowledge, with thanks, the receipt of your note
of July 27, dated Brussels, with which you enclosed the following:

Copy of memorandum covering impressions
gethered by Mr. Strong.

Copy of the translated Reichsbank statement,
referred to in a recent letter from Mr. Strong.

Very truly yours,

/?Z? LS

liss Margaret S. Bleecker,
C/o Mr. Benj. Strong,
Bank of England, London, England.




FEDERAL RESERVE BANK

OF NEW YORK

CONFIRMATION OF CABLEGRAM

WE HEREBY CONFIRM OUR CABLEGRAM OF THIS DAY, WHICH DECODED SHOULD READ AS FOLLOWS:

August 13, 1985
Benjamin gtrong,
Hotel Majestic,

Paris

#10 Test CONFIDENTIAL FOR GOVERNOR STRONG

Alexander named Chairman Nomineting committee in absence
Jagkson Reynolds. In condidering merits two suggested candidates
Herrison and I feel that Mitchell will make much stronger more useful
~director than Frew and that this is possibly a good opportunity to con-
vert him, Sailer alego agrees but Kenzel strongly Frew. Communicated
that view Jay who replies Quote My feeling that both should eventually
gerve as directors and walter is senior in every way. Recharter comnsid-
eration influences me largely. On other hand general adverse attitude
other man makes it opportune time educate himas director. I not
averge to changing and would be satisfied with either. You will remem=-
ber we discussed this quite fully with Strong before he sailed END QUOTE
Disregard paragraph four my letter of seventh relating Mitchell and
Bankovni. Mitchell called giving full explanation how inquiry State
Department origineted and cénvinced me his communication not complaint
but formal statement facte in response to inquiry about foreign loans.
Money rates unchanged EKenzel feels time approaching whdn purchase rates
on bills should be advanced by one-eighth to one-quarter all along line
and carrying rate by one-fourth While still considering question am
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FEDERAL RESERVE BANK

OF NEW YORK

CONFIRMATION OF CABLEGRAM

WE HEREBY CONFIRM OUR CABLEGRAM OF THIS DAY, WHICH DECODED SHOULD READ AS FOLLOWS:
p/2 August 13, 1925

\

Ben jamin Strong,

reluctant do this now leet it may premsturely foree our hand on
discount rate., Officers snd Executive Committee considering matter
Monday next. Would like your thoughts Present average bomwin'gn
clearing house banks $100,000,000. average system assets 1l hundred
millions .

CASE
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FEDERAL RESERVE BaNnk

oF New York
August 13, 1925.

Dear Governor Strong:

Your letter dated from Biarritz, August 1, and dealing with the situation
as to rate changes, has been received and carefully considered.

I slso have for acknowledgment your two letters on the subjeet of the Belgian
financial situation, dated Brussele, July 28, and Paris, July 30, respectively, copies
of which, as I cabled you, were transmitted by me to Mr. Winston on Friday, August 7.
They reached him in time for the Secretary of the Treasury and Winston to get the
benefit of your reaction, before conferring with the Belgian Debt Commission. Winston
has expressed his great appreciation of your courtesy in having these copies sent to
him, and I am sure they were of real help te them in dealing with this problem. I
have frequently wished that our Washington friends would take a broader and mere
businesslike view of the situation than they appear inclined to do.

I have read and passed along your letters addressed to Mr. Jay and Dr. Burgess.
As to your letter to Dr. Burgess, I am inclined to the view that it would be worth while
to let the newspsper boys kmow just what your reaction is to this question of publicity.
| There has certainly been a great deal, both here and abroad, published about your trip.

I have also read with interest your comments on the situation in London and
the reason which actuated Norman in reducing the rate there. The reaction in this
market to the rate reduction has not been very marked, with the possible exception that
financial writers have deduced from it that it is most unlikely that our discount rate
' is to be raised in the immediate future. The mind of the stock market operators, also,
f I think, has worked along the same lines, and they are continuing to give some specu-
lative favorites an upward twist. American Can, for instance, has climbéd-up to 240,
and General Railways Signal has had an advance of 60 points within the last week.
General Electric is back to 310 — the high point it had reached before the electric bond
and share stock was deducted from ites assets; and Mack Trucks has climbed above 200.
These, of course, are exceptional instances, but the general average of prices in both
industrials and rails is at a high point for this movement, and, while the stock market
has not yet reached the front page stege, I look for it to have a substantial setback

almost any time.

No material change has taken place in the street loszn account during the past
few weeks, it, too, being at what is practically the highest point it has ever reached.
It begins now to look to me as though, if the expected commercial credit demand should
materialize, it may be necessary next month for us to advance our rate. Meantimse,
Kenzel has suggested the idea of marking up the buying and carrying rate on bills in
advance of the period when the usual antumn increase in bills will occur. This would
seem most appropriate, unless it should tend to force our hand on discount rates. I
sent you a cable regarding this to-day (copy enclosed), and I hope to have some word
from you by lMonday, when we, here, shall give further consideration to the subject.

The series of your impressions, sent us by Miss Bleecker under date of July 27,
and consisting of a report of your conversations with various important people in London |
and on the Continent, is most interesting, and I have a suspicion that some of it is likely
to prove very useful in the future. ‘
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. FEDERAL RESERVE BANK OF NEW YORK .2 Governor Strong. 8/15/25‘

I em glad to learn that Gilbert is making just the same kind of record in
ais position as Agent Genersal for Reparatione, as he made in his official position
in Washington, but it looke to me a8 though he has, thus far, traveled over the
easiest part of the road and is likely to have some very difficult problems to =olve
within the next two years. The Shepard Morgens, I take it, are having the time of
their young lives. ' .

I am particularly interested in your comments on the subject of the Allied
debts, but, unless there has recently been a changed attitude, I am somewhat skeptical
88 to the results obtained by our Debt Funding Commission,

I am sorry to have gotten off on the wrong foot regarding Mitchell and the
Czechoslovekien situation, in my letter of August 7. Winston had told me that
Mitchell lodged with the State Department a complaint against us, but I think the real
facts are that Mitchell criticized us in his personsl talk with Winston a day or two
previous, and then, at their request, he subsequently reported to the State Depart—
ment his relationship with Czechoslovakia; whereupon the State Department asked for
information about our loan, and Winston, I think, rather jumped to the conclusion
that Mitchell had made a formal protest to the State Department. I had a long telk
here in the bank with Mitchell on Wednesday, August 11, and as I reduced it to a
memorendum, Lc.am enclosing a copy fer your informstion, rather then writing you in
detail sboutfthere in this letter.

The more I think about the question of a suitable director to aucceed/Mgggrr&h’
more I am inclined to think that our best possible bet is Mitchell. (My judgment is
that, between you, Owen Young and some others on our board, he would be teken into
camp completely within sixty days; and I believe that the criticsl attitude of his
institution and one of his Brosdway neighbors toward us, is en outstanding sore spot
that we would do well to clear up.)

8/14/25.

The Irving Bank just telephoned that Mr. Mlynarski, Vice Chaiﬁman, Bank Polski,
at Warssw, ies there and would like to come down at three o'clock to see ue. He is ac-
compenied by Mr. Gliewic, Chargé'd'Affaires of Polend, at Washington. Masson, of
the Credit Lyonneise, is in New York, and I attended a dinner given him by Lew Pierson
Wednesday night. M. Masson expressed himeself as being very sorry to have missed you.

Everything at the bank i® running albng smoothly, although -both the official
staff and the clerical force, owing to vacations, are at a fairly low point. This
holds true throughout the "street," and we have hed but two directors here for meetings
this month. Snyder sails abroad to-morrow, '

I observe with interest that you have been sble to steand the gaff bgtter than
either Normsn or Stewart, and I hope you will continue to keep in fighting trim during
the remainder of your stay abroad.

A11 the boye join me in sending you our best.
Sincerely y ‘/
Mr. Benj. Strong, J. H. CASE.

C/o Bank of England,
London, E. C. 2, England.

. (2 P. S. You are getting daily reports of the money and benking situation,
Rasle. (Z) and as Harrison gnd Buggess are planning to write you to-day,gI
Digitized for FRASER hall not mske sny comments on that subject, other ‘than to esy that there
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i B FEDERAL RESERVE BANK OF NEW YORK .. J. .. Governor Strong. 8/15 - 8/14/25.’

appear to be some indicatione of inflation developing. The stock merket and the
stock exchange loen acmnnn?you are familiar with. There is tremendous specula—
¢ion going on in real estatp, both in Florida end along the Atlantic sesboard,
particulerly at Rockaway ang Long Beach, Long Island.

f

P Se 12, We must keep in mind that there are the usual limitations to discount
rate changes during the quarterly Treasury offering period; therefore, if no rate
change is made on or before, say, Thursday, September 3, it seems to me we are
estopped from meking any change until the first of October.

Pe 8. 3. After I bave heard from you on the question of marking up the bill rates,
I may have occasion to ceble you about the situation. From & domestic standpoint,
it does seem to me that the situation calls for en increase in the bill rate, the
sale of perhaps $15,000,000 or $16,000,000-0dd in the open market account, and an
increase in our discount rate to 4% on or asbout September lstj-and I do think it is
highly importent, from the same stendpoint, that we do not let this inflationary
tendency get out of hand.

J. H. C.

Benj. Strong, Esg.
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FEDERAL RESERVE BANK
OF NEW YORK

CABLE ORDER
(Outgoing lessage)

Date AREuSt 21, 1925,

To CODING DEPARTMENT

From Forelgn Dept,

Please code the following message addressed to the

Benjamin Strong Hotel kiajestic Paris

Number of Cable

(If Payment Cable)

Replying your cable #13

ONE Directors Young and Saunders voted yesterday extend §10,000,000
oredit Bank Polski secured $10,500,000 gold with Bank of England
for period of 3 months at 4-1/2% with agreement make not more
than 3 renewals each 3 months, Interest rate each remewal to be
determined by us at that time,

Ed,
™0 Bank of England has cabled willingness hold z«n-q for us, \
THRER Have signed agreement today with Vice President Bank Polski,

FOUR Federal Reserve Board advised and other reserve banks being
offered participation,

FIVE Expect Polski will ship gold London immediately and advances will
be made by us on notice its arrival there.

SIX We have definite understanding with Polski credit will be liquidated
proceeds dol s and currency remitted here and not by gold

-bmn; , understand we do not want and which they cannot
\i\ \civas’ || Hhve!gziven them Ho encouragement sbout larger credit but they
L1\ ' —propose discussing it with you,

E“IGH'B Have agreed further renewal $6,000,000 Bankovni loan maturing Augus?t 31
at’i-172%. Directors feel desirable that
both loans should have unifomm rate this time,

Test Number O/O( 5 (=

Tinme ~ (Dept. Head'/g\ Initial)

t

Time

(Tester's Initial)

Test checked by Time )\

(of Tifer*e-Initial)
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FEDERAL RESERVE BANK

—~——

oF NEw York

PERSONAL AND CONFIDENTI AL August 26, 1925.

Dear Governor Strong:

Thenk you for your letter of August 4 from Biarritz, with its enclosure
of a memorandum covering the main points of the conversstions you and Governor
Norman had with Moneieur Hautain, which we have found most interesting. Jay,
Sailer, Kenzel and Harrison have all had an opportunity of reading it; and we shall,
of course, treat the memorandum as confidential, in accordance with your wishes.

I also received in the same mail your letter of iugust 3 to Mr. Jay, giv-
ing the substance of your talk with McGarrah concerning the matter of directorship,
and listing the nzmes and qualifications of possible candidates to succeed him, which
I promptly forwsrded to Jay. I have since exchanged considerable ceble correspondence
with you on this subject. Mr. Alexander seems intensely interested in having us se-
cure a well-seasoned, forceful banker who can be of reasl assistance to us in time of
need.

Monday I received =z packet of mail from you containing letters for Mr. Jay
and Mr. Harrison, which I hgve distributed to them; also & communication to me dated
Mugust 11, replying to my cable No. 7 and relating to the improbability of the
Reichsbank exporting gold from New York.

My cable No. 16 to you, under even date, will give you a brief resuné of the
current money market conditions, our suggestions as to moderate advances in the bill
rate, and the latest news on the subject of new directors.

In connection with the latter subject, I am enclosing a list of members of
the nominating committee for: this year. It is, I think, a very satisfactory committee;
and in this regard Mr. Alexander has told me a rather smusing incident. In my talk
with him this morning he said that Jones, of the Manhattan Company, had called up and
stated that Stephen Bzker wanted him to communicate with Alexander and say that, while
Beker would be back from vacation early in September, he was obliged to go away again
for a few days and thought, therefore, that it would be inedvisable for him (Baker)
to serve on the committee. If one were disposed to read between the lines, this
certainly sounds a bit suggestive.

You have been fully informed concerning the $10,000,000 credit extended to
the Bank Poleki. Referring to my letter of August 21 concerning this credit, we have
reported the transaction to the Federal Reserve Board in exactly the same manner as we
did when the losns on gold to the Bankovni were made, and now have their simple ac-
knowledgment without comment. I thought you would be interested in reading the two
letters which we heve written to the Federsl Reserve Board in this connection, one
under date of August 20, and the other under date of fugust 22, copies of which are
enclosed. You will note that in the latter communication we told the Board that
the Bank Polski preferred not to have any publicity given to the credit. However,
the last two paragraphs of the enclosed clipping from the Journal of Commerce
strongly suggest that some member of the Federal Reserve Board did disclose to the
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m »%EDERAL RESERVE BANK OF NEW YORK ... G = Gov. Strong London, ,England 8/?6-27/25

Washington correspondent of the Journal of Commerce that a credit had been extended by
us,to Poland. What an unfortunate thing! So far 2s the Bank Polski is concerned,
there will be no objection to this, because the Polish Chargé€ telephoned to me the other
day that he had received & cable from Warsaw stating that they had no objection to our
giving publicity to the credit. I advised him that,since we hsd agreed with

Dr. Mlynarski not to make sny public ennouncement, we would prefer to let the matter
rest as originally agreed upon. We all felt at the bank thet it would be inadvisable
at this time for us to meke any snnouncement to the press with regerd to the credit.

6a. As g further Washington comment, I am also sending you & memorandum of certain
remarks made by Mr. Gliwic, the Polish Ghargé, who was here with Dr. Mlynarski. This
concerns Mr. Mellon and certain esssurances which he is said to have given to a member
of the Belgian Debt Commission about our readiness to extend & credit to the Nationsal
Bank of Belgium when, a8 and if they desired it. Wow!

2. As you know, Sailer has been giving a good desl of thought to the subject of
getting a new man to head our protective force. After interviewing some twenty-five
prospects and discussing the matter with the members of our Board, the directors ap-
proved the idea of engeging at a salary of $4,000 per annum 2 Colonel Hiram Bearss,
who was most highly recommended. In our letter to the Federzl Reserve Board on this
subject, we carefully explained that our directors and officers felt that that depart-
ment needed reorganizing and strengthening, =nd that the engagement of a high-class
man to fill the place was necessary. Sailer had a telephone communication from Eddy
to-day (8/26/25) to the effect that the Board was holding up our recommendation snd
wanted further particulars regarding it. I have no doubt, however, that they will
presently approve.

7a. When Mr. Jay returns from vacation next week I think that either he or I
should go to Washington, with & view to chatting over matters with Crissinger and
seeing if we cannot bring sbout e better understanding with regard to such matters.
In trying to reach Governor COrissinger by telephone last Thursday and Friday, I
understood from his secretary that Crissinger was to be in New York Friday and
Saturday. Naturslly, we expected him to come in here. This he did not do, but
in talking with Max Radt of the Capitol Nationsl Bank this morning (Zugust 27) sbout-
his institution's line of discounts with us, I learned that Crissinger had called
upon him and had spent some time in his institution.

8. I don't know whether George Harrison is writing you to-day, but in the
event that he should not you will be interested to know that he has negotiated very
satisfactory arrangements with the New York Clearing House Association, whereby the
Association agrees to accept $7,500 as our membership fee instead of $22,000 (ap-
proximately) we have hitherto been paying.

9. Another matter of interest is that the Henry C. Meyer, Jr. claim, which
was approved and recommended for payment by our directors for not more than £42, 500,
has been settled by Ssiler, to Meyer's satisfaction, for a little less then $37,000.

10. In enswer to the inquiry from the Bankovni regarding the renewal rate on
their $6,000,000 loan due July 31, we cabled them that the remewsl rate would be 417,
and they have replied that they will pay off one-half the losn and remew for the
#3,000,000 belance. In this connection you may be interested in looking over the
attached memorandum of foreign central bank rates, as of August 25, 1925.
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i;. P ‘ . London, England.

1S There has been no change in the System's open market portfolio, other than
the sale of the September 15 certificates to meet the requirements of the Bank of
England for short Treasurys. The account now stands at $213,000,000. In view of
the more or less fluctuating situation as to money rates which has recently prevailed,
and your desire to have us await your return to London, I have thought it inadvisable
to call a meeting of the Open lMarket Investment Commitiee. If, after your discussions
in London, you think it advisable to recommend any chenge in our rates, it may be
desirable to call a committee meeting and teke such action as may then be appropriate,.

12. In addition to Mr. Ssunders, directors McGarrah, Reyburn and Treman were in
attendance at directors' meeting to-day (August 27) for the first time in several
weeks, and McGarrah and Reyburn spoke interestingly of their foreign visits and im-
pressions. All of the directors were heartily in favor of an immediate increase in
bill rates, believing that they are entirely out of line with other money rates and
tend to slow up forward purchases for autumn delivery.

All of the "boys" join me in sending you their best.

Faithfully yours,

708

J. H. CASE.

Mr. Benj. Strong,
C/o Bank of England,
London, E. C. 2, England.

Encls. (7)

o W e - -
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MEMBERS OF THE NOMINATING COMHITTEE

FOR HEW DIRECTOR

Bew York State Bankers Aesociation

Hew Jersey

Conneetiout
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Alexander, Jas. 8, )
Beker, Stephen )
Potter, ¥, 0, )
Clerk, M. E,
MoKinstry, D, E.

Young, W. W.

®olfe, E. 8,

New York Oity

Ellenville
Newburgh

Heobhoken

Bridgeport

( Ene. (7)

{7&5/257J

TO Goy, S’_’Ta\‘ &
=




EhQ‘_@ 0&/26/“/'

7— o IS' on |
August 25, 1925, ° O 7S

FOREIGN CENTRAL BANK RATES.

Present rate Date fixed Previous rate
Anms terdam % Jan, 15, 1925 4-1/2%
Athens 8-1/2 Feb, 15, 1925 7-1/2
Berlin 9 Feb, 26, 1926 10
Berne 4 July 14, 1923 3
Bambay 4 July 2, 1925 b
.Brussels 5=1/2 Jen, 22, 1923 4-1/2
Bucharest 6 Sept, 4, 1920
Budapest 9 May 27, 1925 11
Calcutta 4 July 2, 1925 b
Copenhagen 6 Aug, 24, 1926 7
Helsingfors 9 Mar, 5, 1924 10
Iisbon 9 Sept. 12, 1923 8
London 4-1/2 Aug, 6, 1925 5
Madrid B March 24, 1923 5-1/2
Oslo 5-1/2 Aug.28, 1925 6
Paris 6 July 9, 19256 7
Prague 7 March 25, 1925 6
Riga '8 Feb, 16, 1924 ¥
Rome 7 June 18, 1926 6
Sofia 10 Aug, 31, 1924 4
Stockholm b July 23, 1925 5-1/2
Takio 7.3 April 15, 1926 8
Vienna 10 July 23, 1926 11
Warsaw (go1d) 10 Nov, 29, 1924 12 (gold)
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Y '-"lSCA 4. 1+200M-1-24 FEDERAL RESERVE BANK
OF NEW YORK

OFFICE CORRESPQNDENCE Date_April 29, 1926 192
To_ ____ Governor Strong Sussect. BELGIAN GREDITS
FROM I ~_d. H. Case

Vs

For your information I am enclosing a copy of a communics- i c;/,,/e/ oh

tien from Governor Cr1ss1nger, of the Federal Reserve Board, addressed f 74
to me under date of April 27, together with a copy of my reply of

even date.

Encle. (2)
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FEDERAL RESERVE BANK

OF NEW YORK

June 8, 1926.
My dear Governors:

The street was treasted to & resl surprise this morning, which has
lasted all day, in the z2nnouncement of the Treasury that no offer of Government
securities would be made on June 15 next.

The effect of this announcement was to create a resl vacuum in the
Government security market, accompanied by rising prices all along the line, with
the market very bare of any sizeable offerings. I am enclosing a clipping from
todayfs Evening Sun, which conteins some interesting comments concerning the
Treasury's program.

As you will recall, we had in the Open Market Account some $36,000,000
of Treasury certificates maturing on the 15th, plus $14,000,000 for account of
foreign correspondents, plus $30,000,000 in the Alien Property Custodian account,

s total of $80,000,000. In each instance, forward purchases have been made to
cover current maturities, with the exception that there is still $10,000,000 to
cover in the Open Market Account. |

Mr. Dewey has givqn me 2 resume of what the Tressury's position will
be on and immediately following the quarterly tex date settlements. Roughly, the
Treasury has maturing on that day a totel of .ceveeescca.. $333,000,000 of certificates
Less amount of such certificates to be turned in

by J. P. Morgan & Co. for account of British
Dabt Bettlement .......‘................’..‘.........’.-, 67.!)0%000

Leaving an amount to be met by the Treasury of about ..... $266,000,000

Interest to be paid on Government obligations (sbout)..... 80,000,000

Total to be redeemed and paid eeeceeeesecsses. (2bOUL)..... $345,000,000

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



- =L T T R T el N ey = Fa

Benj. Strong, Esg. 6.8.26

FEDERAL RESERVE BANK OF NEW YORK #2

On the credit side of the picture, the Treasury expects approximately
v$420,000,000 in income tax payments between June 15 and 19th, whicﬁ while resulting
in & large temporary overdraft here on June 15, will in turn give them a credit balance
in the Federal reserve banks of approximately $80,000,000 by Monday, June 21. I em
propoeing to leave until that date the matter of repurchasing the balance of
$10,000,000 now maturing in the Open Market Account. In this connection I am calling
a meeting of the Open Market Committee on June 21 which, after consultetion with the
Committee, is to be held either in New York or Washington, whichever place proves to
be more acceptable to Mr. Platt who (in the absence of Governor Orissinger) is carrying
on for the Federal Reserve Board. The Committee were unsnimously in favor of re-

placing the full smount of our June maturities in the open market account, but sgreed

that it may be well to leave in abeyance a moderate amount, say $10,000,000 or there-
abouts to be replaced during the week beginning June 21.

Another thing that we have in mind for discussion is the fact that the end
of June (&8 well &s the end of December) ies growing to be a window-dressing area,
and it mey well prove to be desirable to make some temporary purchases during the
latter part of June to meet this situation.

As Dr. Burgess is furnishing you with a resume of the news at the close of
each week, and as Miss Bleecker tells me she sends you 2 rather complete list of news-
peper clippings and reviews, there is very little additional in the way of bank news
to comment upon.

One item, however, in which you will be interested is that the Pascagoule
case was definitely settled yesterday by a decision of the United States Supreme Court
declining to review the decision of the lowsr courte in this case, 8o that the
validity of the par collection of checks in the Federal Reserve System eppears to be
finally and definitely settled.

You may be interested to know that with the admission of Warburg's
International Acceptance Securities & Trust Company, we now have a total of 900 members
Digitized for FRAGER this district, and Burgess prepared for publication a little article commenting
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Benj. Strong, Esg. 6.8.26

FEDERAL RESERVE BANK OF NEW YORK..MO___ .
upon this and showing the estimated resources of the member banks in this district.
You may wish to review the article in guestion, and I am therefore enclosing a copy
herewith.

Herson and his examining force appeared at the bank at the close of business
on Saturday, May 29, msking an examination as of that date. They had upwards of
3% billion dollars in securities and cash to verify here in the bank, in addition to
our balances in the Gold Settlement Fund and elsewhere. Herson reports that general-
ly he found things in excellent shape, with very little indeed to criticise. I
think the general atmosphere in that quarter is greatly improved.

I am glad that you have found so delightful & place to rest as the little

village along the French Riviera, and certainly hope that it will do you a lot of
good.

Messrs. Jay, Harrison and I enjoyed very much reading your several letters
bearing date of May 15, 1926, written on board the Aquitania, in which you so inter-
estingly review the program of Indian currency, the strike in Great Britain, and your
comments about Poland and France. This all mekes a splendid record for our files.

With kindest regards, I am

Sincerely X?urs,

LN

J. H. CASE.

Benj. Strong, Esq.,

C/o The Bank of England,
London, E.C. 2,

England.

Encs.
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FEDERAL RESERVE BANK
OF NEW YORK
Government Bond Circular No. 726
Department June 8, 1926

No Offering of Government Securities
on June 15, 1926

To all Banks, Trust Companies, Savings Banks, Bankers, Investment Dealers,
Principal Corporations and Others Concerned in the Second Federal Reserve District:

Secretary Mellon today made the following announcement:

““The Treasury will make no offering of Government obligations for sale on June
15, 1926. This departure from the usual procedure on the quarterly tax payment dates
has been made possible on account of the increase in income tax and other receipts over
earlier expectations, and the fact that the aggregate public debt maturities due June 15
are somewhat less than usual.

““The amount of taxes to be received in June together with the balances now on
hand is expected to be sufficient to meet the Treasury’s cash requirements until Septem-
ber, when further financing will be necessary.”’

Very truly yours,

Beng. Strong,

Governor

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



FEDERAL RESERVE BANK

OF NEW YORK

June 24, 1926.
Dear Governor Strong:

This is in reply to your note of June 8, with regard to the sale
to Messrs. J. P. Morgan & Company of $35,400,000 of June 15 certificates for
delivery June 14.

As you will readily appreciate, this transaction was made at the

request of the Treasury Department to enable Messrs. Morgan & Company to make the
British debt settlement on June 15 of $69,000,000 wholly in June 15 certificates.
While the record of the Officers' Meeting of May 24 fails to show that this trans-
action was submitted to the members of the Open Market Committee, it was, never-
theless, taken up with them at that time, accompanied by the suggestion that the
full amount of our June 15 meturities should be replaced by other short-tem
Governments, and the approval of the members of the Open Market Committee to the
sale and repurchases was duly incorporated in the minutes of the Open Market In-
vestment Committee meeting, a copy of which was sent forward to each member under
date of May 24.

The program of ﬁhe“Treaauzy for June 15 to omit their ususl Treasury
offering on that date, proved to be a big surprise to the market. No one apparently
anticipated such action, and as you can well imegine, there immediately ensued &
wild scramble on the part of those who had maturing obligations. We had anticipated
this in the bank, and had covered by forward purchases our-:equirements of
$36,000,000, plus $14,000,000 for foreign account, and some $30,000,000 for the Alien
Property Cusﬁodian fund. We were very fortunate, under these conditions, to be
able to accumulate this total of $80,000,000 of Governments, but as the Treasury

substituted Third Liberty Loan bonds to replace the maturities in the Alien Property
Digitized for FRASER
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} Custodian account, it made the operation possiblse.

For the past week or so, I have been giving considerable thought to the
semi-gnnual settlement day, June 30, because of the fact that our banks gemerally
are inclined to show a clean balance sheet at that time, so far as borrowing from
the Feder=zl Reserve Bank is concerned. I have chatted this over with Mr. Winston
and he has agreed to immediately reinvest all surplus funds as fast as they accum-
ulate in the Federal Reserve Bank, so as to avoid any jém in the money market arising
from that quarter. I also discussed the question with the members of the Open
Market Committee. They agreed with me that it was desirable to have a meeting of
the Committee this week, which was held in Washington on Monday, June 21.

Perhaps the best report I can make of that meeting is to enclose a copy of -
the minutes of the meeting, which is being forwarded to each member of the Committee
today. There were three members of the Board present, the only available members
in Washington. Miller, as you know, is abroad on vecation, while Crissinger and
Cunningham were away ill. We had & very harmonious meeting; I found that Mr. Hamlin
was quite sympathetic to my proposal that we have authority to make additional pur-
chases up to $50,000,000 over the June 30 pericd, with the understanding that the
securities so purchased would be liquidated in orderly fashion as market conditions
warrant.

Money conditions this week have remained fairly comfortable, call money
ruling at 43%, so that it has not been necessary to make any purchases under this
authorization as yet, but I have $25,000,000 available for delivery next week, when
it seems certain that money will be ruling at from 5 to 6%.

By referring back to about a year ago, I find thaf during the last week of
June there was something more than $100,000,000 of street loans called by the rest of
the country, and that our loans went up the last few days of the month by about
$125,000,000. Fortunately, the desire to window-dress at the end of June is not as

strong as at the end of December, but in the event of heavy out-of-town calls the
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first of the week, I propose to see that such loans are spread among several of the
larger banks here rather than to see them taken over by any one institution.

Just before you went away, we discussed the record being made by the Treasury
in borrowing money from us temporarily at tax periods at 2%, while we were paying
a much higher rate to our banks for securities temporarily sold them from the open
market account. I had a word with Mr. Winston about this just before he went awsay,
and have held the matter up until his return, when we could incorporate in the
picture just what happened on June 15. I sent him a letter yesterday, accompanied
by a carefully prepared memorandum, discussing the philosophy surrounding the
Treasury's temporary borrowings. In principle, it seems to me that they should pay

the lowest-going rate of funds at each quarterly period, rather than having any

automatic arrangement which does not permit of any discretion being used. I am
enclosing a copy of this letter and memorandum for your information.
Trusting that you are having a good rest, and with best regards, I am,

Sincerely yours, : -
e

' )

Benj. Strong, Esg.,
c/o Bank of England,
London, England.

Encs.
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s FEDERAL RESERVE BANK

OF NEW YORK

CONFIRMATION OF CABLEGRAM

WE HEREBY CONFIRM OUR CABLEGRAM OF THIS DAY, WHICH DECODED SHOULD READ AS FOLLOWS:

Few York City, N,Y,

July 17, 1926,

Bank of Englend,
London, England
STRICTLY CONFIDENTI:L FOR GOVERNOR STRONG:
Pestword OK #35
One. Temporery credit dememds for funds due to midyesr snd holidasy

discussed in our #31 have mow passed as indicsted by
(s} Our losns to New York banks reduced to 98 million
(b} Our earning assets 261 million and system 1147 million

(e) C=all money rste reduced from 4 1/2 per cent to 4 per cent
Thmrsday ‘

Two. The period of 4 1/2 per cent cell money for the past two weeks
has been followed by some firming of other rates., Time money
4 1/2 compared with 4 1/4 in latter pert of June. Bills still
3 3/8 and Commercial paper 4 but tendency of both firmer

Three. Directores yesterdsy reported business very mtl;e end prospects
excellent for immediate future. This view supported w other
evidence

Four, New York benks report some inerease in borrowing by commercizl |
customers
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OF NEW YORK

CONFIRMATION OF CABLEGRAM

WE HEREBY CONFIRM OUR CABLEGRAM OF THIS DAY, WHICH DECODED SHOULD READ AS FOLLOWS:

Five, Stock prices gradually working higher with some interrupiions
Six, Recent reports sppear to indicate farmers' income this year will
be lsrger thenm in 1926

Seven, In view of foregoing directors discussed discount policy yesterday

but saw no resson at present for change,

Eighte It is clear we are sterting pericd of seasonal increcse in credit
demsnds with higher open market rates than last year and

Nine, Problem of rate change may face us esrlier and more insistently
than last year

Ten. Bankers Trust Company of Atlantz Manleys Institution has closed
carrying with it 89 of 190 Witham banks 74 falled in Georgis
out of 126 in Withem chain 15 in Florida out of 64 in chain,
Hore failures prf)bablc

Eleven, Immediste reasons for failure is inabiiity of Plorida bsnks
to meet deposit withdrewals because funds were tied up in Witham
.system

Twelve, Of 10 banks in this district formerly in Witham system all but 3
sre practically free from Witham paper ‘

Thirteen. Of the three one ls a non-member stale bank gquite heavily involved
and other two are nationals but situstion has not yet eroused any

perceptible public apprehension locally

MISC, 132B 1 M-12-25
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FEDERAL RESERVE BANK

OF NEW YORK

CONFIRMATION OF CABLEGRAM

WE HEREBY CONFIRM OUR CABLEGRAM OF THIS DAY, WHICH DECODED SHOULD READ AS FOLLOWS:

NW”@.

Fifteen,

MISC, 132B 1 M-12-25
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Lins again offered positions executive Vice President Monteclair
Trus t Company =t 50 per cent incresse in sslary. He will
probebly sccept effective September lst, Will cable
suggestion for successor in a few days,

Cherles 5 Hemlin expresses grateful thanks for your

eongratulations

J H CASE



July 19, 1826.

Lear Governor:

Iour two letters of June 29 are here, also your cable of July 10.

It is & plessure to kmow thst you are beginning to feel so much
better, although I should scarcely think that your sojourn in Europe could by any
streteh of the imagination be comsidered a real rest.

Your letters to Harrison and the memorsnda acsembled and forwarded

by Werrem heve beem most interesting, and should provide the necessary background

for us in the event that we were called upom to do anything in the way of estab-

a.
luhiagl\eredit for the Benk of Framee. Certainly that picture is complicated

enough at the moment, and now looks as thoagh all action mey be long deferred.

¥ am sorry that the newspaper writers have been getting after you so
actively of late, but it does not appear that it canm be helped.

I have read your proposed letter to Jackson Reynoclds, anc while it is
an interesting epistle, I am glad that you decided not to send it. [Pifferences
of this sort are .mch more Iikely to be recomclled when carried on by word of
mouth, snd I am sure that this method is the best way to handle this particular
situation. Then too, I think that the letter emphasizes too much his unusual
advances to the street at thé end of the year or at periods of tight money, and
does not stress emough that he is too heavy and too steady a borrower whem con-
ditions are fairly normal. Lest week, for instance, the Clesring House bsnks
were borrowimg from us about §90,000,000, $50,000,000 of wmhich was to the First

Netiomal. It is now down to $50,000,000.
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I have made & little resume of the day to day position of this bank
from the first of December to date (copy enclosed) and you will see that the reason
for borrowing ie not because of any excessive street loans, which & goed pert of the
time are prectically negligible, but rather result from what eppesrs to be a deliber-
ate policy of theirs to meet any shrinkage in deposite by borrowing here rather thanm
by realizing om their m asgets. Their security account, for instance, has been
very &table at sbout $250,000,000 since the firet of last December, and the last
exeminetion report shows that the bank wag loaning the First Security Company some
$22,000,000 egainst securities, making their direct and indirect security holdings
over tﬁso.mo,ooo. It seemg clear that what they are really doing is to use our
money to finance security parchases on a lsrge scale under normal conditions, while
it 18 only occasionally that they borrow for the purpose of lending funds on the

street.

I cabled you Ssturdey a resume of the credit situstion, amd am now encliﬂ.‘lf“‘:‘ ;
NI Wds o mmernnten gragsseh Gy Bir. Sl SNEi to sint SEIAASEIoY S SRR
it makes & comparison with conditiomns of three wonths, eix months and a year ago.

Seversl of the directors (¥r. Young motably) have expressed a deep imterest
in the changee which have teken place, and have asked our views concerning the
possible neceseity of & rate incresge this sutumn. This memorsncdum was submitted
to each one of the directors on Thursday, snd they unanimously concaurred in the
recomnendation of the officers that there be mo chamge in our discount rate at
present.

The stock market is very active, interest cemtering particularly in two
Morgan stocks -~ U, 8. Steel and General Hotors. Both are selling at new highs for
all time. '

I also mentioned in my cable the bresk which has occurred in the Witham
chein of banks in Georgie amd Florida. I think it is more thanm likely that there
are still others in that seetiorn that will have to go, as these failures have natural-
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ly created a great deal of unessinese in the South, Thapnks to our actiom several
years ago, the tenm Withaem bankse in this distriet (om which I am enclosing & compara-

tive report) hsave within the past three years reduced their line from $5,258,000 to

Digitized for FR.
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approximately $550,000, although the Lodi, N. J., Trust Company, a monmember institu-
tion, is reported to have such loans to an amount in excess of $400,000. These
national banks tell us that they have mot felt any appreeiable repercussion as yet
from the Georgie fuilures, but I am satisfied that we have & situstion with these
benks which must be watched very cleosely.

is mentioned in my cable, Mr. Lims hes ageln been approached by the
Honteclair Trust Company people to mccept the position of executive vice president at
a salary of $18,000 a jear, and he is pretty defimitely determimed to accept it.
I think the matter is practically cleosed; ir. Lincoln #dams who talked with me about
it, steted thet the matter was sbout settled and that they were only waiting te
communicate with one or twe of their directors sho were absent. Unfortunstely,
Line' plece is not &n essy one to fill from our present orgenization, because the
only persons here that hﬁe had sctusl eredit ezperience are some of the younger
element, such as Furmsn ané dumack, who, of course, do mot carry heavy enough guns,
Jay, Gidney and I have hed a long discussion about the mstter, and after canvassing
the whole sitnation, we are inclined to think that Herbert Downs is the most svellable
wen we have in the bank. Hé appears to have real credit semse and has done excellemt
work in meking credit investigations of applicants for new banks. Horeover, bhe has

& very wlde scquaintance with our country benk officers, is well liked by them, ana

while he hes & gracious way of dealing with them, he appears to be firm and sound in
his judgment.
We are now well into the summer vacation period, anmd while things are

relatively gulet here at the bank, those of us who are om the job have been kept

fairly busy.
iy best to you.

Benj. Strong, =
dine m’ofhkim,
England.

Sincerely yours,

Federal Reserve Bank of St. Louis



Bince last week cur losns te Sew York City bsoks heve been reduced
from 191 sillicn dollars to 109 sillion sad there is prospect of ferther re-
ductions during the balanee of this wesk and next wesk. Total eurning sseete
of the sysles heve shown corresponding reductiens, The ismediste eredit
stringency thus sppesre to be past. 4s to the gemersl credit situstion end
{ts bearing en our policy ia the u-hguier three months, the following
comzonts ney be medes
Soney Fates.

Es sre entering wyon the period of full incresse in credit demsads st
s sooeshet higher rite level thes previiled & year age. The figures for & yesr
ago, dated just pricr to our tze most recent rete lmersases, mnd yesterdsy, sare
o= in the folloslng tsbles

Hogey Fetes
4 : % s /e
mat paper : ;;4-& : i&ﬁ—i /8 4 1/4-4 1/8 4 v
$0-day bills s /4 5 /2 s 1/2 s 5/8
S0-day time loms g . 478 4 1/4 4 1/8
€81l losam, typleal .
for week 4 4 1/2 4 1/a 4 1/2

Thers is now » tendeney toward bhigher open wsrket rates whick will be
secestusted ss the foll desad for fumds comes on. There will, therefers, be &
vendency for open ssrket rites te get out of sdjustment with our discount rute
unlese this tendeney is offset by opsu market jurcheses of seourities.
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Voluse of Credit

Heaber banks. Totzl loans and investmenis of reporting member benks are
sporoximately one billion dollare larger then & yesr sge. This is an inoresse of
between § snd € per cent snd may be compared with a typieal yesr to yesr inoresse
of 7 per gent for the pest 50 years. The mskeup of member bank credit is shosn
in the following tabley

(Ie =illions of dollars)

8,188 8,492 s,m : 8,526
Lozne on stocks sod bonds 5,002 6,868 == 5,653
Investazents B.488 . _5.8m e m 5,683
Total losas and ;
invesiments 18,778 13,624 18,480 19,711

Totzl biils md seguritiss of the Fsdersl EReserve

Syetes 1n. July 1926 showsd = dally aversge figure of 1068 million dollsrs. | The
figures thus far avellcoble for July 1828 appesr %o indlcste & probsble aversge level
bategen 100 snd 150 aillicn lerger than & year age, an incresse slightly larger than
bas been Lhe case #0 far this yesr., In addition teo this inéresees in Federzl Reserve
oradit the eountry's gold stock has been inorsssed approximstely 100 sillien dellars
since & ysar zgo, aithougb this incresse hes been partly ocifset by sn imecresse of

. §25,000,000 in the smeunt of gold esrmsrked in the Federsl Reserve Bask of New York.
Tae ob:nge in mskeup of Federal fessrve credit ss compered with & yesr sgo sad more

rocent peoriods 1s as followses
{Iz millicons of dollars)

Biils discounted 450 m «0 5&0
Bills purchased 241

U. . securities 53 .._&.. ....a_-. .—ﬁ.—.
Totsl Bille mnd

#Includes other securities
and foreizr losms on gld.
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In general the imcrease sinee s yesr ago in the volume of sredit does
mot sppesr to be seriomsly ouwt of iine with the normel growth due to the growth
of trade., Yo Imdicstion of & lack of sdjustmont botweesn sredit and trade sppesrs
in comsodity prices, although there is possible evidencs of such leck of sdjustment
in prices of securities and resl estate.

Jmelite of oredit.

i8 shown In the tsble for reporting member bunks, approximetely half of
the incresse in eredit since s year ago is in losns on stocks snd bonds, sad these
lmmmm“wu“mhm..nﬁmh”-w
of stock 1088 wes reached. losus to brokers snd deslers in New York 0ity, How-
ever, continue sbout 650 million dellars less then in Februsry. his difference
would appesr to indicate that stodks sre nov being carried smwre largely by direct
losns to individusls rather then by loms to brokers, They may also indicste s
somewhet wider distribution of stock owmership, or distridution into stronger
nands, Zhis volume of credit supports stock prices, which ere mot far from the
prices of last Februsry. The volums of treding i¢ heavy but mot quite ss large
as lset fali or in Nsrch.

The eategory of loans to show the second largest increase is the so-
oalled comseroisl loans, which include losna by banks to finsmoe compenies as
woll ss direct losas to businesses or individuals, Thave is u0 way of kmowing
how much of this incresse cansists of losns to finance companies,

There is slso sn incresse of over 150 million in Dank investments,

The chsnge in the use of credit since s year sgo may be sumsarized by
saying thet in spite of active busines: there does not sppear to heve been sny
large imcresse in the smoumt of credit required for carrying invemtories, adwsncing
wages, or other such inmoreases which in the past have usuelly sccompenied this
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stege of the business oyole. Instecd sddiitional supplies of eredit appecy
to be utilised for inoresced prices of stoocke and bands, new iscuss of e

eurities, some new business enterprises, snd instsllment bayings

7he exsminstione which ecre ourrently asude of the losns and invest-
ments of aeuber bonks do not reveal is genersl the wswise uss of aredit,
slthoagh the eonseguonses are now being felt im oertaim querters of too lerge
advancer for eaterprises gonnected with resl estats.

dovement of Fupds.
S50 fry thir yesy thers buie been Su igport belsmoe of gold smowmting

o aboud 80 miilion dollars, it preossat the nlatug position Of sunsy rites
in Neow Yor: smd Losdon 18 0 glossly belenced thet thers is little tendemey for
funds to fiow in either 4diresticn. Yhe tondenc; in both senters #11l be for
firmer rutes durisg the full, but if retes should grow firuwer more repidly hers
thatha,t&MMduuMulamamthw
direstion. 4 pull of faunds towsrd this comatry this fall might be very oo
barreszing fov Londan and some of the Duropesn centers.

.org/
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FEDERAL RESERVE BANK

OF NEW YORK

July 30, 1926.
Dear Governor Strong:

I have your letter of July 16, which refers to the enclosed copy of
letter (X-4629) written to the Governors of all the Federal reserve banks by
Governor Crissinger of the Federal Reserve Board, approving the recommendation
of the Open Market Committee that Third Liberty Loan bonds be included in those
covered by the repurchsse agreement practice.

I appreciate the viewpoint you express with regard to the minds of the

Board, and am sorry that you do not agree with the procedure.

The facts are that following the adjournment of the Open Market Committee
in Weshington on June 21, Governor McDougal called all the members of the Committee
together, and said that he had overlocked bringing up this matter at the formal
meeting with the Board, but that he had mentioned it informslly to Messrs. Hamlin
and James, who were still in the room. McDougal stated that they agreed with the
rest of us that there could be no possible objection to this procedure, but for the
sake of the records they all thought it was desirable that it should be presented
formally to the Board. ‘

Since the receipt of your letter, I have reviewed what took place at the
period preceding the Victory note maturity. The records show that I had several
discussgions with Undersecretary Gilbert concerning the maetter, who at that time,
as I recall it, was very desirous of having &ll the Fedefal reserve banks extend
the repurchase agreement to Victory notes, so that following our discussion I sent
him a telegream about it under date of Jamuary 31, 1922, to which he replied by
letter under that date, saying that he was asking Governor Harding of the Federal

Keserve Board for a statement of the views of the Board before making a request of
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” the Federal Reserve Banks; whereupon Governor Harding, under date of February 2,

"Y1922, (X-3317) wrote all the Federal reserve banks that the Federal Reserve Board
would not object to any arrangement of that character. I am enclosing copies of
this correspondence herewith.

e are now in the season of midsummer dullness, and we learned yesterday
at the Board meeting that many of the difectors will be awgy through the month of
August. As Mr. Jay and all of the Deputy Governors are on the job, the opinion
was expressed that there was no reason why I should not tzke a few weeks' vacation,
go I am planning to leave tomorrow night to take Mrs. Case and my family to the
White Mountsins. My address there is Hotel Waumbek, Jefferson, New Hampshire.

Mr. McKay of Chicago was in today, and he tells me that he very ecently
learned that Mr. Cunningham of the Board, who is still at Jobn Hopkins, is & very
sick man, that his weight is down to about 112 pounds and they do not appear to be
very optimistic about his recovery. Governor Crissinger is still a sick man, although
he is able to spend some time in his office.

As you have recently been advised by both Dr. Burgess and me, money con-
ditions have worked a bit higher, and if market conditions this year follow the usual
seasonal trend, there will be a substential amount of additional Federal reserve
credit called into play within the next few weeks. Personally, I have the feeling that
we should be giving active consideration to the idea of moving our discount rate back
to 4%. The wave of pessimism that we had in the Spring on the theory that we would
have a marked recession in business, is entirely passed. The stock market is booming,
and such stocks es General Motors, U. S. Steel, Allied Chemicals and a few others are
way beyond the high points of last Spring. Commodity priées have remained fairly
stable, and as our clearing house banks now owe us & little in excess of $100,000,000,
with possibilities of a much larger amount this autumn, I am of tﬁe opinion that a

4% rate is clearly indicated.
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Trusting that you will have a restful and enjoyable time during the
balance of your stey abroad, I am,
With Best Regards,

Sincerely yours,

J. H. CASE,

Benj. Strong, Esq.,

c¢/o The Bank of England,
London, E. C. 2,
England.,

Encs.
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FEDERAL RESERVE BANK

OF NEW YORK

December 22, 1926.

: CONFIDENTIAL

Dear Governor Strong:

We had a regular "field day" here at the bank all day Monday, the date
of the directors! and officers' dinner to Mr. Jay. Among those present were
Governor Crissinger, Mr. Platt, Mr. Hamlin and Mr. Miller, of the Federal Re-
serve Board, most of our directors, and a goodly number of the chairmen and
governors of the other Federal reserve banks.

It seemed an opportune time for an Open Merket Investment Committee
meeting, but as Governor Crissinger advised me that the minutes of the Federal
Reserve Board meetings contained & resolution that meetings of the Open Market
Investment Committee were not to be held anywhere but in Washington, unless
| with the Board's consent, and as there was a division of opinion (three to three)

as to holding one here, he thought we should do no more than to have an informal
discussion in any event. We had a very careful comparative survey (charts en-
closed) made by Dr. Burgess, of what had happened during the last two weeks each
of 1924 and 1925, bringing it up to date for comparison. I am also enclosing an
extract from our Board of Directors meeting of December 16, on this subject.
Roughly, the three factors with which we have to reckon are:
1. Treasury Account - they expect this week to accumulate
$100,000,000 in the Federal reserve benks, with the
probablllty that they cannot reinvest more than
$25,000,000 to $40,000,000, although they are prepared
to go hlgher if Third Liberty Loan bonds can be obtained
within their price range.
2., Additional (sez sonal) currency,requirements which we éetimate
will amount to $150,000,000 or so for the country, and
about $50,000,000 for this district.

3., The customary "window-dressing® by corporations and banks
throughout the country, which runs into large figures.
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12/22/26 Mr. Benj. Strong

With regard to the last item, I think I have already explained to you
that I have talked with the presidents of some seven or eight of the more important
banks with regerd to their assisting in the care of that situation this year by
having them agree to go into the market, if money tightens up too much, and take
over $25,000,000 or so of loans and thereupon borrow here. I find them quite
agreeable to do this if it should prove to be necessary.

At the Executive Committee meeting lMondaey afternoon, we had an informal
but most interesting discussion concerning year-end adjustments. For the first
time, so far as I can recall, our directors, members of the Federal Reserve Board,
and officers of other Federal reserve banks were present. Every one expressed his
views, and while & number felt it might be well to test out the situation by making
no open market purchases, I think I am safe in saying that the majority believed it
would be well for us to buy $50,000,000 or thereabouts, with a view to taking off
the "peak" and then to resell them early in January. Governor Crissinger promised
to bring the discussion of the situation to the attention of the Federal Reserve
Board yesterday, December 21, and let me know promptly just how they felt about it.
Up to the present time (noon) I have not heard from him, but I shall ask him about
it in the morning.

A1l business in the bank on Monday, so far as this floor was concerned,
made ﬁay for our perty to Jayz We had a splendid time with our visitorsg and at

the dinner to him on Mondaey evening. All talks - including my own — were goodl

The directors presented Jay with a beautifully illuminated tribute in the form of a
resolution. (See copy of the resolution, enclosed.) At the conclusion of my talk,
I read and haﬁded Jay your personzl letter, and, in the name of the directors and
officers of the benk, presented to Jay the beautiful ivory humidor which had been

selected as our gift to him. With the thought that you might be interested in my
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was
talk (which/from the officers! standpoint), I am enclosing a copy of it.

= I sincerely hope you will have a bully good rest and will soon regain

your strength. When you are a bit stronger, I shall want to talk with you about

some of our organization problems.

A1l the officers join me in sending you our very best.

Faithfully yours,A

a0 T

J. H. CASE.

Mr. Benj. Strong,
Broadmoor,
Colorado Springs, Col.

Encls.(5)
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Honorable S. Parker Gilhert Agent CGeneral for Reparation Payments

Honoreble Ogden L. Mills Congressman from New York and appointed Under
Secretary of the Treasury

Honorable R. C. Leffingwell Formerly Assistant Secretary of the Treasury and
J. P. Morgan partner

Honor«ble Edmund Platt | Vice GQVe:nJr, Federal Reserva Board

Honorable Charles S. Hamlin Meriber, Federal Reserve Board
Mr. E. A« Goldenweiser Acting Dzrector Division of Research “nd Stgtlstlcs

Federal Reserve Board

Ex-menbers of Federal Reserve Board

Honorable Paul M. Warburg Chairman, International Acceptance Bank

Honorable Albert Strauss Seligman & Company

Honorable Carter Glass Senator

Honorable David F. Houston Financial Vice President ,American Telephone «
Telegraph '

Honorable Frederick A. Delano Receiver for U. S. Supreme Court in extensive liti-
gation, eic.

Dr. W. Wa Stewart Formerly, Director, Division of Research and Statis-
tics, Federal Reserve Board.

Deputy Compiroller of the Currency

Honorable Charles W. Collins

Directors, Federal Reserve Bank of New York

Samuel W. Reyburn Pres., Associated Dry Goods Corp., ond Lord «
Taylor

Delmer Runkle Fres., Peoples National Bank, Hoosick Fulls, N.Y.

W« L+ Saunders Chairman, Ingersoll-Rand Company

Robert H. Treman Preg., The Tompkins County Nat'l Bank, Ithaca, N...

Clarence M. Woolley . Chairman, American Radiator Company

Thecdore F. Whitmarsh } Pres., Francis H. Leggett & Company

Hon. Owen D. Young - Chairman, General Electric Company

Ex-Directors, Federal Reserve Bank of New York

Jemes S. Alexander Chairmen, National Bank of Coumerce

Gates W. McGarrdh Chairmen, Exec. Comm., Chase National Bank and
Dlrector of the Relchsban

George Foster Peabody Retired banker

Charles Smith Pres., Citizens National Bank « Tr.Co.,Oneonta N..

Frank L. Stevens Pres. Stevens & Thompson,Inc., Menufacturers of
Paper

Chorles A. Stone Chairman, Stone « Webster, Inc.,and Director,
American International Corporntion

William Woodward President & Director, Hanover National Bank
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. ~Buffalo Branch Directors

Wa W. Schneckenturger Menaging Director, Buffclo Eranch, F.R.D« of NX

Frenk W, Crandall President, National Bank of Westfield, N.Y.

~John A. Kloepfer President, Liberty Bank of Buffalo, N. Y.

T1liott C . McDougal President, Marine Trust Coupony Buffalo, N. Y.

Harry T. Ramsdell Cheirman, ﬁ?aufacturers « Trrders Trust Compzay,
Buffzalo

Federal Reserve Bank of New York

J« Herbert Case Deputy Covernor, F. R. B. of N, Y.

Louis F. Sailer " " noon oW " "

GeOI‘ge L. Harrison " " " 1 " " 1

Edwin R, Kenzel " " woowoou " '

Dr. 7. Randolph Burgess Assistont Federal Reserve Agent

L, Randolph Mason General Counsel

J. H. Philbin ' Assistant General Counsel and Secretery
Janes F. Curtis Formerly Deputy Governor, F. R. B. of N. Y,

Kenter law firm, Curtis, Fosdick and Belknap

QhuirmiQ‘ Govoernors Federal Rescrve benk of

FredwricH. Curtiss- - Loston

Pierre Jry . New York

R4 Le Austin Geoa Wa Norris Philadelphia

Geo. Delamp E. R. Fanchoer Cleveland

Wi M. Hoxton 2 Geo, J. Seay Richmond

Wr. Ao Heath T TeebleDousal- Chicago

fin« MeC. Martin - St . Louis

John R. Mitchell - - Minneapolis

Isaac N, Nowton & Wy Calking San Freoncisco

Honorahle Georgb Ve McLaughlln Formerly Superintendent,State of N.Y.lanking Dept.
re=iy President # . - " R ¥

Honoretle Owen T . Reeves, Jr. Chicf National Dank Examiner, Second Federal

Reserve District
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The officers of the bark approach this occasion with mized emotions,

Hp, Jay has so long been our guide, philosopher and fried of the officers of the bank
that we are jus ¢t beglmning Mlly o realise how rmuch we shall miss him, 4s we think

of our loss, we are sad, But our loss is Suarope’s galn, snd as we recognize the tre-
mendous importance of the position to whidy he has been sppointed, and the increased

opportunity it will afford him for splendid schisvement, we try to recondile ourselves
to the inevitable. In any event, it is true that lp, Jag's associates in the Officers'
Council take his departure very seriously, ’

Unly this moraing the members of the Counnil were s0 much interested in this
evening's affalr that they volunteered to dlotate my speech, or, wather, my two speeches,
Thelr idea vas smeothing like this: tmt I chould prepare two distinot and radieally
different speeches anl exercise my di scretion at this moment as % which one I should
use. Their feeling was fat if Governor Orissinger, lMr, Tremen, M, Young and i&,
G1lbert failed to laud My, Jay sufficiently, I should use speech No, 1 and do o real
Job, If, on the other hand, the first four gpeskers wore woperly eulogistic, I was
to use speech No, 2 - and tell the truth! Something tells me that specch No, 2 is
clearly indloated,

&ownmhvop'm”hnmdmduwmﬁ.hg&
statesmanlike qual iSies - his great ability, his sagacity, his kindliness and tact -
snd their praise has been sweet misic in o ears. Yet, after all, I submit that
the time is cone vhen the friemis who have sctually lived with him all these years
should reveal some of the lovable idiosyncrasies vhich make up that really intimate
side which eulogies never touch at all, %fﬂﬁndlﬁomunmm-
of ¥r, Gilbert's presence here this eveming, If he were to go away with nothing but
the kindly and laudatory renarics of mwnaumuu-n;u.umgtu
50 overawed that he would die of shok when he first heard Mr, Jay indulge in 2 little
apt profanity - a little-suapected accomplishwent that he occasionally exhibits with
results refreshing to all.
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It is to avoid this @at the Ufricers feel that this is the time fHr me o
give you the "lowdown" on him, Vo have always felt that o great desl of My, Jay's
charm lay in his modesty, Ve wsnt © help him keep it.

Shaeackeriations.

One of Hr, Jay's chavacteristics is thorougimess, but sometives even this can
be earried to extremes, I renesber one occasion, several years ago, vhen Shepard
Horgan, vho was then Hy, Juy's assistant, burst into my roem snd complained despsiringlys
"Plerre day 18 = uncompromising idenlist; he 1s not satisfied vl th perfection but must
have'perfection plus',” ell, this is Just ome of the idiosynorasies that we have had
to stand, and yet thore you get the mensure of the standard to vhidh we have had o sub-
seribe, Uould there be & higher idesl? Some one has said that "genius is the infinite
capacity for taking pains”, Itﬁhhn.“%n‘qhaima”a.

Hogpl talites.

Another of Hy, Jay's well-known characteristics is his sociable and hospliable
mtare, I resall a day, & year or 5o age, during the axtremely wld veather, vhen
iy, Jay was axpecting & distingished visitor, In order %0 provide a warm welcome for
his guest, Mp, Jay set about building o cheory woodfire in his grate, But alas! &=t
did he do but light the fire vi thout opening the damperl Billows of smoke choked the
tenth floor; h.m«m&u.wummmwpm
to souse anything tia t looked red, and My, Jay's guest after s momentary effart te dis-
regard the thick fumes, tearfully asked the vay to the vaults,

Hem Zuiddings.

Ny, Jay was indeed the "unmwmpromising idealist" -~ & very Sparten - in matters
dealing vl th the fwrnishings of the nev bullding, Serving as Viee Chairman of the
Buildrg Committee, he scrutinized every iten with sich care thet ho nerly broke the
hearts of the architects and Hp, Sailer by insisting tiet an mmsually fine desk,
similay to one installed in Governor Strong's room, be removed from his office, and an
ordi mry, plain desk, similar to those wsed by the Deputy Governors, be substituted,
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Reluctantly, Mr, Saller had the desk removed. DBut, in the matter of the directors®
toble, vhich also came under My, Jay's ban, ani vhich was the one thing that the ar-
chitects (figuratively spealing) wanted to "spread themselves on”, we tock a firm stend
ad the table remained.

Some of you will renesber the dining room whidh we had fized up on the thirty-
third floor of the Sqmiteble Building, with service from the Sazkews Club, This rom
wis most sinply furnished, Mr, Suiler had a rather slsbarate clock imstalled; 1t dis-
appeared. hen began & parade of clocks, each one sppearing and dlssppearing as
strangely as the Cheghire Uat's grin, until we had had a total by sotasl count, of seven,
before one was found that complied with My, Jay's ldem of siemplicity. ‘The cost of the
clock finally approved, was, as I recall it, some $33, But a certaln jovial cynic
vhispered that it looked like thirty cemts.

Halpful Use of His Bencils

My, Jag is & past mster of the King®s inglish; and on many occaslions we would
go to him to have him smooth out a difficult situstion with vhich we were dealing., Out
wuld come his pencll - shors, atubby, seldo: with much of = point to is, but sharp
enough to draw the fine lines and deliocste shades of meoning #hat we needed when re-
vamping or rearranging an importent "soreed”,

Sonolushon:. |

Pierre Joy has put more into the bamk than he can ¢ver take out of it. He
has alwnys been ready to do more than his share and to go the secomd mile, IHe has put
into it his own personal magnetism, his sincerity, his devotion % the interests of the
System, his judgment, knowledge and high purpose, ani the bank is & better place bessuse
of him, The officers always imew where ® find him; I have been in the denk some nine
years and have yet %0 hear anyone say 2 wyd shbout him that wms not Miad,

de are proud of vhat My, Jay bas acoomplished., Ve are proud that lir, Gilbert
has seem fit to walk into our garden and take sway owr pri=e gardener to help him in
cultivating perhaps more difficult acres, e hope that in his new enviroment Hr, Jay,
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&

1ike the true gardener he is, will find Just vhere to plant the finé seed, just where %o

dlg for happiness, Ve wish that for him in aaniancel g
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&% thelr »aeting on Degoember 1€, 1888 ihe Dirsctors of the Federsl
Reserve Bank of Hew York adopted the follosimg tributes

Frox the dote of its organisetion, more than tuwelve years am,
Flerre duy bae served the Federsl Reeerve Bank of ¥ew York ss Chalman of
the Board and Federsl Beserve dgent. Mo is sow resigning to bscoms the
fnericsn Besbar of the Trsasfor Cossittes under the Dewes nu;ﬁ:' |

i3 sn officer of tke bsnk end ss » reprengntetive of ths Federal
Beserve Soard he has achieved & unigue position as & slse ccuneiilor snd &
tactful lesder, 3

Be bas jresided st the nestings of the directors with digaity
and & sym athelic undeorstandisg of verylng polmts of viex. He bas con-
tributed to the discusaions & csmprebensive kmowledge of the affalrs of
the bank, ond & clesr Inslght imio itz rodbliems.

is the brosd fisld of poliey he has exsried, by bls seholarly
enslysis of Pederal Heserve jroblems snd his guiet diplomacy, s large
inficencs upon the recerded decisione and the wnerities tradition of the
Fadorsl Beserve Systes.

Through bBis writing and spesking he kes msde o valusbies con-
tribution in the interpretation of the Federsl Reserve Syastes to the
yublic. -

By bls perscnsl chars end his kindiisses bhe Bsa endeared himeslf
to £1l Bls sssocistes, g

To Flerre Jay, unselfisk servent of the jublic intarsel, stetes-
san of finenoe, aud kindly friend, we, Lhe directors of the Federsl Zsswrve
EPapk of Hew Tork, eapress sur sppreciastioe of the servies he kag rendered,
our regret st bis lnvhg us, and ver confidence that he sill flad the
satiafaction of grest secomplisbment in bis sew ngﬁ W surk.
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FEDERAL RESERVE BANK

OF NEW YORK 9&6 ' |
o Y

\9 /n’”
x}<3‘December 28, 1926.

\

Dear Governor Strong: .
Due to an oversight, the original of the attached letter was |
forwarded to you at Colorado Springs. I am, therefore, sending you

this copy, together with all copies of the enclosures referred to therein.

Governor Crissinger telephoned me this afternoon, stating that
the Federal Reserve Board desired to know just how things were progressing
here. I told him that money had gone to 6%, and that our loans to New
York City banks today increased by $50,000,000, bringing them up to
$170,000,000. Governor Crissinger also stated that the Board was in-
clined to feel it was inadvisable to purchase any Government securities
and would like to see the matter worked out, if possible, without doing
so. I have promised to keep in touch with him from day to day and advise
him of any important changes. While, personally, I think it would have
been desirable perhaps to have taken off the "pesk" ut $53?533f3§9, d 1
em sure we can get through very comfortably without it. (I was informed
by the President of the Stock Clearing Corporation that the banks were

showing a much more liberal disposition this year than heretofore, in that

they were willing to lend freely at 6%.)

Our very best to you. (’{2&»}1/

Faithfu youzs
%thu’\
J. H. UASE,

-

Benj. Strong, Esq.,
Grove Park Innm,
Digitized for FRASER ~ Asheville, North Carolina.
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SYMBOL

BLUE

: . : CLASS OF SERVICE
UNION [
Sl DAY LETTER

NIGHT MESSAGE

CLASS OF SERVICE _| SYMBOL w —
-l
DAY LETTER BLUE I é}‘"zﬁ\a

NITE

NIGHT LETTER

NL

WESTERN UNION
A

If none of these three symbols W g

appears after the check (number of

words) this is a telegram. Other-

wise its character isindicated by the|

{s.; "nl appearing after the check.

R

T NGHTMESSAGE | NTE | 0 |wisessss

~ JIGHT LETZER NL
NEWCOMBE CARLTON, PRESIDENT

o If none of these three symbols
i 4 ) pears after the check (number of
F“’} [&rdsm is a telegram. Other-

e i racter isindicated by the
GEORGE W. E. ATKINS, FIRST VICE-PRESIDENT | Byoo e ohcTacter (80 e iat ol

=

The filing time as shown In the date line on full rate telegrams and day letters, and the time of receipt at destination as shown on all messages, is STANDARD TIME.

Received at 62 Patton Avenue, Asheville, N. C.

CFB496 112 1/60
B BROOKLYN NY 4 541P
333
STUYVESANT ROAD BILTLORE FOREST BILTLORE NCAR
ONEN ADVISES UE HE HAS BEEN CALLED OVER TELEPHONE BY GOVERNOR WHO

BENJ STRONG

SAYS HIS COLLEAGUES INCLUDING SECRETARY UNANIMOUSLY WOULD LIKE OWEN
TO RESIGN PRESENT POSITION AND THEREUPON ACCEPT APPOINTMENT TO VICE
CHAIRMANSHIP STOP OWEN PURTHER SAYS GOVH_HIOR INDICATES THIS WOULD ~
FACILITATE WORKING OUT MUTUALLY SATlSFACTORY ‘ARRANGEELENT CONCERN ING
FIRST VACANCY WHICH THEY FEEL SHOULD BE FILLED BY SCMECNE BETTER

KNOWN STOP

L of Gt | Auic
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CLASS OF SERVICE | SYMBOL CLASS OF SERVICE | SYMBOL
DAY LETTER BLUE I % DAY LETTER BLUE

NICHT MESSAGE NITE WESTERN.UNION NIGHT MESSAGE NITE
NIGHT LETTER NL ‘ NIGHT LETTER NL

If none of these three symbols . If none of these three symbols|
appears after the check (number of| , appears after the check (number of
warde) this is a telegram. Other- : words) this is a telegram. Other-

‘wise .is character isindicated by the £ wise its character isindicated by the
symbol appearing after the check. NEWCOMB CARLTON, PRESIDENT GEORGE W, E. ATKINS, FIRST VICE-PRESIDENT symbol appearing after the check.

The filing time as shown In the date line on full rate telegrams and day letters, and the time of receipt at destination as shown on all messages, s STANDARD TIME.

Received at 62 Patton Avenue, Asheville, N. C.
CFB303 2%

RQ NEWYORK NY 4 220F

BENJ STRONG 216
STUYVESANT ROAD BILTMORE FOREST BILTMORE NCAR

SAUNDERS HAS, RECEIVED COMPLIMENTARY LETTERS FROM PLATT AND HAMLIN
BUT LETTERS SAY THAT ON PRINCIPLE OF ROTATION BOARD BELIEVES

THAT SOME ONE ELSE SHOULD NOW BE NAMED
CASE.

i y l'_ \4 : " }-
igitized for FRASER /}w 5-}}40 5" -
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FEDERAL RESERVE BANK

OF NEW YORK

Februsry 9, 1927.

Dear Governor Strong:
Supplementing our talk over the telephone this morning, I
am enclosing the following:

i [e Federal Reserve Board Statement for the
Press, X-4788, for release February 10,
and

2., Statement of Owen D. Young, Deputy Chairman,
Federal Reserve Bank of New York. The
statement in the second paragraph, second
line, has been modified to meet your
criticism.,

With best regards, I am,

Faithfully yours,

o~

J. H. CASE,

Mr. Benj. Strong,
Stuyvesant Road,
Biltmore Forest,
Biltmore;, N. C.

Enclosures (2)
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PERSONAL Pebruary 17, 1927.

Dear Governor Strong:

Your personal letter of Februsry 15 regarding promotions and new ss-
gignments in the bank was supplemented by Harrison's talk with you over the
telephone this moming about our idea of sppointing R. F. McMurray, now Chief
of the Wire Transfer Division, as Menager of the Collection Department. We
were very glad to know that you were in agreement with us on this. Accordingly,
at a meeting of the Szlesry and Promotion Committee held this noon, I submitted
& memorarcum (see copy emclosed) stating that, in sccordance with the provisions
of the by-lawe of the bank, you had made a reasssignment of duties of several
officers, transferring:

C. H. Coe (Manager) from the Check Department to the
Losn & Discount Depsrtment (Manager),

I. W. Waters (Manager) from the Collection Depertment to
the Check Devartment (Memsger):

That, as 2 result of the vacancy created by Mr, Hendricke'! resignation
a8 Controller of the Govermment Bond Department, it was proposed to abolish the
office of Controller of that department and to comsolidate the Government Bond
Department and the Safekeobing Department and put them under S, 8. Vansant, now
llenager of the Safekeeping Department:

That, for the vacancy crested by Waters' reassignment, you recommended
the appointment of:

B. F, Mcllurray es Menager of the Collection Department (his salary to
be increased from $4,700 to $5,500 per annum):

That the memorandum outlines in some detail the weakness at present

existing in our Credit Department, and, in order to meet this situation, you
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T - S 2. Gov. Etrong,
‘:—_?P ¢ ’um' E. 8. 2.17.27
-

recoumended the appointment of J. A. Witchell (formerly Assistant Cashier of
the Importers & Traders Natiomal Bank)es Chief of the Credit Pivision, at
a salary of $7,500 per annum.

Ag to ¥r, Mitchell, I have personally looked up his record and
have found it to be first-cless in every respect. He is well kmown in
credit circles, and I feel that he is just the type to mske 2 very desirable
acquisition to the bank - much better, perhaps, than & younger man with lese
experience. I am enclosing deta concerning Mr. Hitchell.

As to the Bank Examinations Uepartment, I will pess along to
Burgess your comment on Egbert, with the suggestion that he (Burgess) talk
the matter over with Mr. McGarrsh b.:”, anythimg definite is done in that
regard. : { b

I have talked with Ssiler and Harrison about your idess for Founds
and Gilbart; also, your suggestion as to future possibilities in commection
with the Buffalo situstion.

Paithfully yours,

J. H. CABE,

fir. Benj. Strong,
Stuyvesant Road,
Biltmore Forest,
Biltmore, North Carolina.

Enclosures.
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. During the past six months we have had two resignations in the official'staﬁﬁ”hJ\

-

A t"éf+#he bank, mr. Adolph J. Lins, Manager of the Credit and Discount Department, and Mrs

CJ‘*;v \\fﬁL
aurence H. Hendricks, Controller of the Government Bond Department, which positions w

to this tlme have not been filled. In order to meet the conditions caused by these Tre-

- algnatlQné,'Governor Strong has, in accordance with the provisions of the By-laws, maab

| the following reassigmment of duties of several officers: e

c. HfiGée, lManager has been transferred from the Check Department to. | ,'l':]
LOAN AND DISCOUNT DEPARTMENT b

1n plece of Mr. A. J. Lins, who has resigned tonbecoﬁe" 2 I

vice president of the Montclair Trust Company. ﬁ&. é%E:LLnT v

has been in the employ of the bank for about ten y@aégngu :

and has shownvmarked executive ability during thaﬁapsgméég:;

and is qualified to fill this important ﬁositi@n. By
. = =T
T T

I, W. Waters, Manager hags been traneferred from the Collection Departmént ?&f%ffgpf

CHECK DEPARTMENT | |
in place of Mr. Coe. Mr. Waters is the logical® man fdw
this pesition. He is a thoroughly trained opemating mgn;

is safe and reliable and possesses the necessary qualifi-

cations for this job.

\r. L. H. Hendricks, Comtroller of the Covernment Bond Depariment, has Te-
gigned to become president of the American Rediscount Corporation, leaving a vacency
in the Government Bond Depertment. In order to effect economies and closer superﬁijﬁknh

it is proposed to abolish the office of Conmtroller of this Department and to canaolidate

the Government Bond Department and the Safekeeping Department and transfer Mr. S. S.

Vansant, Manager, to the consolidated department to be known as the Government Bond

\ . and Safekeeping Depertment.
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Appointment of a New Manager of the Collection Department

:I..-l.!———.a‘

Due to the transferring of Mr. Waters from the Collection Department to the .

(OCheck Department, a vacancy occurs in this important department. The officers believe

that it is most opportune and-timely that a promotion should be made from the ranks to

this position, thereby encouraging and creating a better spirit among the employees.

After considerable study and thought, the officers recommend, with the Governor's ap-

- N WR—

proval, that lr. Robert Mclurray, now Chief of the Wire Transfer Department, be promoted

to Manager of the Collection Department. Mr. McMurray has had a rounded bankims experi- |
ence, is 44 years of age, is thoroughly equipped to handle collections, having had!years s
of training in this work, and during his employ: with us (about tem years) has shown |
himself capable of handling men and departments in the most efficient manner. |

Appointment of Chief of the Credit Department

Due to the fact that Mr. Roy Furman, now Chief of the Credit Department, is

to presently sever his connection with this bank, it will be necessary for us to sécure
someone who has had a thorough training in commercisl and bank credits. Not only has
the Credit Department lost Mr. Chapin, Mr. Morris and Mr. Aumack during the last couple
of years, but it has also lost some of its most promising material in the Department
through resignation, and as a result we find ourselves at this time in a position that
no one ip our organization has had the necessary technical knowledge or training im
credits to f£ill the position which Mr. Furman leaves. We must, therefore, seek someone

in the outside market. After making a thorough canvass, the officers recommend, and

Governor Strong concurs, that we employ Mr. J. A. Mitchell, formerly assistant cashier
of the Importers and Traders National Bank, who for many years was in charge of their
Credit Department. . Mr. Mitchell is & man between 45 and 50 years of age, has a splendid
personslity, and is highly recommended to us. If we can secire hig services, he will be

a valuable acquigition to our force.
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FEDERAL RESERVE BANK

OF NEW YORK

W February 17, 1927.

Dear Governor:
I have your letter of February 13 returning the correspondence with
the Bank of France, regarding the purchase of gold, which I am turning over to

I am planning to leave the city tomorrow for Pinehurst, and hope to

stay there until Sunday, February 27. I have not as yet looked up the train
service from Pinehurst to Asheville, nor have I examined the map to see how
these two points are, but while I am there I should certainly like to
run over and call upon you. Several of my friends are at Pinchurst, one of

whom hag his car with him, and if the distance is not too great, it may be

. possible for me to motor across country >t you that way, rather than to

T was in Harrison's room this morning while he was telephoning you,

H

and wee glad to learn that you were feeling fit. Looking forward to the

opportunity of seeing you some time next week, and with best regards, I am,

v,

Faithfully yo 4

ttp://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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(v
Your letter ¥arch 12. 4Am plenning losve heve Friday sfterncon for ésheville

leaving Agheville Sundsy efterncen for Tashingtoen,

CASE,
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\}”ﬁ§overnor Strong

pm“;l J. H, Gase\D“W - T

X

Your memorandum of larch 23 which is attached refers touggftéin figures

OFFICE CORRESPO&%NCE ‘ pare larch 28, 1927,

in the reports on France and Hungary. The French figures came from official sources
and appear to be correct, With respect to the Hungarian figur;s; the comma should
be a period, i,e,, 27,600 million, —

These reports are written in longhand and typed by the Stenographic
Department where the typed work is read back to the original copy. In addition the
writers of the reports check up the figures, so that I think such typographical

errors should be reduced to a minimuwm in the future,

:

g
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FEDERAL RESERVE BANK
- OF NEW YORK

lMarch 25, 1927,

Desr Governor Strong:

Ilr, Sailer has been called out of town to-day for the week-end
and has given me your memorandum of lMarch 22 inguiring about the plans of
our visitors., You may rest assured that they are being properly entertain-
ed, Dr, Vissering is occupying the ‘Chairman's room; Dr, Bachmann is
across the hal; in the Federal Reserve Board room; while Mr, Iishon is in
the room betwéen Mr, Kenzel and me, lMr, Spencer-Smith is here very little
and is using the room with Iir, kahon,

I think they have all appreciated very much the fact that we
have set aside offices for their use. That is particularly true of
Vissering and Bachmann, One or more of the deputy governors have entertain-
ed them practically every noon at luncheon, and yesterday they all attended
the directors' luncheon., lir, Young made a short speech of welcome and
Dr. Vissefing replied,

We have arranged for the directors and senior officers to give
them 2 dinner probabl},; at the University Club on April 14, I imagine that
| Spencer-Smith will leave us before then, but Dr, Vissering remains until

April 30; Dr, Bachmann until April 18, and lr, Mahon until April 155
I have arranged with Vissering and Bachmann to go to Atlantic
ity on Tuesday, April 5, to spend two or three days.with you. They both
are delighted at the prospect of this visit, As soon as I have found out
whether lirs, Vissering and Dr, Ritter, who is Vissering's Secretary, will
‘ go, I shall arrange for their transportation and hotel accommodations.

If Vissering and Bachmann go alone, I think it would be well to put them
\
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FEDERAL RESERVE BANK OF NEW YORK.. 9 Governor Strong 3/25/27

up at the Marlborough-Blenheim, but, if there is a larger party, I shall
probably arrange to put them elsewhere,

Vissering has been spending some time visiting his acquaintances
at the City Bank, Morgan's, Kuhn Loeb, Bankers Trust, Guaranty, etc, In
fact the people at the City Bank wanted to arrange for his trip to Washington

to talk on tax matters with the Secretary but I thought that would be most

unfortunate and have arranged to take care of it myself, I imagine that I
may take Vissering to Washington next week to talk with IIills and meet the
members of the Board., Bachmann may go to Washington later, He is anxzious
to take a trip to Boston and may do that next week.

I have not met lirs, Vissefing but they tell me that she is a
charming person and we have been looking after her by having Miss lary Parker
spend several déys with her as a guide,

This will give you a rough idea of what we are doing and I shall /

try to keep you posted further from time to time, - 1

Faithfully yours,

Benj. Strong, Bsq,,
Stuyvesant Road,
Biltmore Forest,
Biltmore, N, C,

¥

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



ﬁ ry amis a@nlﬂ !

. « ,
L EIRARY T Jdres cofuid @ Wi ersill W SR Ctudnalil-tpoote] fral adé e 4w

- - T =i D JEdwma L medbr Row T3 SOemaE

- i N 2».»

i, _Hmnm;imu gld ah Jlaxv palY OMGE milFneie. nedd m

o _F! .:pdq'ﬁ;rmn;:r.f,aem. e ichasad” Somy Sloll g iy

bben®l 5 e ¢ o bd G0N Gmalenria 00 Hedegiw ot ¢2il| e

m H:Hlu.m sl :ﬂﬁmdd U dod gadaTopl add Jtie el
- -F- I -~ vy ‘.4: B ;
e Yl gedione L lekhe 0] b oiind) ST Olohesxpn TS
- LI - * _ I } : ‘ 1 F
\'“.tltbll P gt D10 g Wis0 of Zeew FRew pdipwinsal of -:’:—;_:5_-:,.;.f prad it

E.pﬁq.lﬂl Si wi el ko Lia s o3 0r \;n r"u&a:wn'—'. . 0 LR A S A e Lo

L
]
th

b o ‘
"' . -4__ . Tl AASQW I B .md: e T,ﬂﬂ[ Dm Lcu:m& oLyl ' pde

ﬁ; ﬁtﬁ am 9l L.taa asde Yoo yi‘umwﬁ .llu_-': Jem $oxk-oved I s

Sl v G N RO ot o g s siog " Livears

_
il

ﬁ':' o .‘ T - I - ' - Sl
- ﬁ‘& K -:h“”—'-” '55‘ i) yﬂﬁnfﬂ F‘"ﬂ% "T‘bla Wrind oigily Ir’:syo: heragz

-y

-'E s _: sm‘.i oF &ﬂ,tz‘i- MOk “ﬂﬂd&" tsdsen moy ozl o wud
. " A - . :
- : - i “ . o
L
. . ;l‘!m ‘{.[ Trr'.i...:rla‘ll o
S
? e e b
. o 2 PS8 JEROES | Ruhl
- . . , T h | 08Dl rrgEsvgtl.
' SEere snonLld

L s




FEDERAL RESERVE BANK

ofF New YorK

PERSONAL June 7, 1928. (Lt .14
(s 1 '
. /K
Dear Governor Strong: /
2

I was very glad indeed to get your boat letter of May 17, which I
hzve passed around among the directors and the members of our Officers
Council. You may be sure that all of us were more than pleased to have word
from you at first hand and to learn that you weathered the rather trying trip
in a fair degree of comfort.

In your letter you express the hope that all of our organizstion

problems may be worked out to everybody's satisfaction. The reassigmment of

duties among the six deputy governors has been completed and will, I hope,
make for an equitable and logicel distribution of the work. We have been

opereting very smoothly under the new order of things for the past few weeks.

The personal equation, to which you mske particular reference, is, of course,

a difficult matter to deal with snd ordinarily can best be handled by the
Hchief® in private talks. I appreciate the difficulties that confronted

you in this regard, but &ou may be sure that you will have our loysl cooperation
and that the organization as a whole will do its best to justify your faith in
and regsrd for us. Mr. McGarrsh sent you an encoureging cable on this subject
yesterday. I am enclosing copy of the officers' summer vacation schedule, for

your informetion. Iy own time, which is tentatively scheduled for August, is, ¢
] ¥

of course, subject to change. 5’ 1'/§~ q -

: /oyt

Jack Reynolds got back yesterday and sent over the personal letter ff’ 2l

and enclosure which you acked him to deliver to me. First, let me say that youri;
physician's comments are very encouraging and musgt have been a great relief to you,

)
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FEDERAL RESERVE BANK OF NEW YORK____&es Governor Strong. 6/7/28.

ag they are to us. As to the papers comtained in the package with the letter,

I have been giving them a very careful reading, and Mr,. McCGarrah is to look them
over today, after which, in accordence with your instructions, they will be sealed
up and put in safekeeping pending Harrison's return.

TREASURY FINANCING.

Thevterms of the Treasury's June 15 financing were announced yesterday,
and the offering, consisting of {200,000,000 of six-months'4% certificates of
indebtedness, and $200,000,000 of nine-months' 3 7/8% certificates of indebtedness,
is going zlong with & fair swing. Total subscriptions for our district at the
close of business tonight amounted to a little more than $400,000,000, with
reletively smaller subscriptions from the rest of the country. The prevailing high
rates for money, coupled with the fact that banks throughout the country are heavily
indebted to the System (New York banks are now owing us $250,000,000) have brought
about a new and interesting development in connection with the current Trezsury

who
financing. I am told that a good many subscribers to the offering, /fare also

indebted to the System, have figured that they could really borrow funds at a much
lower rate then 45%, by subscribing for the certificates, acquiring a Government
deposit, and immediately reselling to the market at a discount of from 2/32 to 4/32,
the certificates allotted to them. The very natursl result is that the market

in Government securities is sleppy, with yields of 4% or theresbouts for short-term
Government paper. I am sure that the time has come when we must correct this
situation; and, in talking with Mills aboutit this morning (June 8) we have agreed
that a careful study of the subject should be made to see if we cannot devise a
scheme that will do away with this kind of thinge I am sﬁre that it will not be

difficult to work out a satisfactory program.

MONEY MARKET,

'

There has been a general firming-up of money rates all slong the line.
Governor Young has asked me to write him about once a week, reviewing for him the
igitized for FRASER
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-
.

important changes in the money merket; and it occurs to me that you may be interested

&

O in looking over my letter of June 1 to him, copy of which is enclosed together with
copy of my report as of the+same date on the gold movement during May. The
recent high rates for call money, which on several occasions has touched 7%,
have resulted in a heavy loss in deposits to New York City banks by reason of the
fact that large corporations, firms and individuals with substantial balances
hgve placed funds directly into the call loan merket, so that practically all of
the recent increace in the volume suppliedhas come from that source. It is=&
repetition of the old sgtory that you so effectively expleined at the Agricultural
Inquiry some years ago; viz., that high rates constitute a magnet that attracts
fupds, which in turn has.the effect of beating down the rates, so that, at times,
we do appear to be traveling in a circle; but, with the continued sales which
we have been making from the Open Market Investment Account, and the continuance
of the gold movement, it is quite clear that we have a firm grip on the credit
situation in this district. You may be assured that, so long as there is no
change in the expansion of credit which has been tsking place, we will not loose
the grip which we now have on the situation.

% meeting of the Open Market Investment Committee was held in Waghington
on May 25, As you will see from the preliminary memorandum, copy of minutes and .
copy of letter from Governberoung, there was complete unanimity as to our continuing
to make such sales from this account as appear to be necessary. .
Yesterdaylafternoon (June 7) call money went to 5%% and renewed this
morning at thet figure. While Mr. McGarrah and I were discussing this change, we
received a cable from the Bank of France, stating that iﬁ desired to earmark an |
additional $50,000,000 of gold with us between June 8 and 14th, and $15,000,000

in Pederal funds wes pald in for that purpose today. This has*come along at an

opportune time,

The enclosed statement showing resources and lisbilities of the 12 Federal

Reserve Banks combined, will, I think, interest you.

Digitized for FRASER
http://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis i B L o



-

4, Governor Strong. 6/7-8/28.

FEDERAL RESERVE BANK OF NEW YORK

-

Burgess attended the U, S. Chember of Commerce meeting in Washington
e on Monday and Tuesday of this week, which made & report on the Federal Reserve
Systvem. The report on the whole is, I think, excellent, and I have no doubt
that Burgess will himself write you fully concerning it.
Professor Sprague took lunch with us here in the bank on Wednesday
on his way back from Washington, and lgft with us the accompanying memorandum
entitled "The Reserve Banks and the Securlity Markets."  You may be interested

in looking it over.

BENJAMIN STRONG COLLECTION - PRINCETON LIBRARY.

A couple of weeks ago Mr. Gerould, Librarian at Princeton University,

czlled in to see you and, in your absence, I talked with him. The object of

his call was to see if you had any suggestions to offer with regard to interesting
or forming a group to take over the upkeep of the collection on Foreign Public
Finance which you have maintasined for so many years at Princeton. I promised to
look into the matter for hiﬁ, as I believe that the collection is well worth
preserving in s permanent and current form. My personal conviction has been
strengthened as the result of some inguiries I have had made as to the possibility
of there being a similar or as good collection in some other library or financial
institution. I have learned, through disinterested library sources, that there
seems to be nothing compasrable to the Princeton collection on this subject - either
in volume or variety of reports, ete. I am, therefore, proposing to go ahead and
undertaeke to form a group who will join in guaranteeing the maintenanée, for a
limited time, of the collection. I think thig is along the lines of your hope
expressed to lMr. Gerould that a means could be found to‘insure the upkeep of thig work.
lir, Gerould's letter to me, accompanied by comments from Harvey Fisk and Professor
Kemmerer, furnishes evidence of the wvslue of the collection an& the need for its
conbinuence. My thought is to raise the $3,500 desired, but for a one-year period,

instead of five years as suggested by Mr. Gerould, as I believe it would be wiser
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not to ask anyone to make a commitment for five yéérs, but to have the mgtter come
© up for consideration yearly and judged upon the basis of its merits et the time

of such anmial deliberation. If I succeed (and I think I will) in obtaining six

subscriptions of, say, $500 each, I wonder if you would be willing to mske up the

seventh member of the proposed group for one year. Please let me know your views
concerning this."

This letter seems to have covered a rather mixed 'assortmemtof subjects,
but I have been wanting to get off word to you for some time‘and,'so, have written
up everything of current interest that I could think of.

All of the ”bdys“ join me in sending you our very best wishes.

Faithfully yours,

« V_—

J. H. CASE.

lMr. Benjamin Strong,
¢/o Messrs. Morgan & Co.,
14 Place Vendome, Paris, France.

Enclosures.
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OFFICERS SUMMER VACATION SCHEDULE

1928 JUNE JULY AUGUST  SEPTEMBER  OQCTODER

Weeks beginning: | 4[11[18}25) 27o|16|23} 30 || 6|13}20}27 | 3| 10{17|24 } 1|8}15}22|29

e

J. Herbert Case

»
»
»®
b

Louis F, Sailer xix |x ix

George L. Harrison X {x |x | x

Edwin R, Kenzel ! 2% Ix Ix

f Leslie R, Rounds . x |x : x

Arthur W, Gilbart 2K 1%

W, Randolph Burgess _ X Jxix

William H,. Dillistin %] 1%

| Edward L. Dodze

day M, Gidney xfxix |x [x lIx

J. Wilson Jones

Jay E, Crane x Ix |x

Walter B, Matteson xix |x

Carl Snyder Lt

— e

Dudley H., Barrows
Charles H. Coe

Herbert S, Downs | ) X%

Edwin C, French

Robert F, McMurray

Robert M. O'Hars
James M. Rice

it !
;Harold Roelse | ix Ix ix

#illiam Scott . ' 1

| ! H i
Stephen 8. Vans: ' 1 ' - ’

phen §. Vansant x tx | x R = B | ol
I. Ward Waters %X % :

{ | i
TOTAL OFFICERS § ! 3 i
away Eacs werk: Wl |1 lalalslgir lolelaleln {3 2lalalzfala il

o
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CONFIDENTIAL
« Mia 3.1 6OM 7-26 FEDERAL RESERVE BANK
: OF NEW YORK
“FFICE CORRESPONDENCE Dare_ Jume 27, 195228
To CREDIT FILES Sussecr.  BASCITALY CORPORATION AND
A J, H, Case AFFILIATED INSTITUTIONS.

Mr, Leo V. Belden, Vice President, snd lr, W, H, Suyder, Assistant
to the President, of the Bancitaly Corporation, called here this morning by
appointment at eleven o'clock for the purpose, as they put it, of reporting to
Mr, McGarrah and me the recent developments that had taken place in the affeirs
of the Bancitaly Corporation and its affiliations.

As to the big bresk in the market price of the Bancitaly Corporation
stock (from $228 to $100 per share), Mr, Belden reported that this had taken
place while he was in midocean, returning from g visit to Mr, Glannini who was
seriously ill of lumbago and neuritis in Romej and that, upon his return, he :
had gone to the office of Messrs, J. P, Morgan and Company for advice, had also
talked with Mr, Seward Proseer, Chairman of the Clearing House Committee, and was
now coni;erring with us in order that we might be informed ag¢ to the present
poeition of the Bancitaly Corporation., Mr, Belden stated that upon his return
he had been surprised to find thet the Bancitaly Corporation owed $55,000,000
in the form of loans secc;rod by collateral, some of which were time loams: that,
owing to the wild stories afloat, his chief concern was that there might be a run
on the Bank of Italy National Trust & Savings Association of Sen Francisco, and '}

that, therefore, he had first undertaken to put the Bancitely Corporation in a
strong cash gosition so that it might be enabled to render assistance to the
former muﬁ;tua. (To accomplish this the Bancitaly Corporation had liquidated
sufficlent securities in the market to enable it to retire the whole $65,000,000

of borrowed money and elso leave it with a cash balance in excess of §10,000,000,

Furthermore, the corporation holds not less than $150,000,000 in gilt-edged listed
stock exchange securities - exclusive of bank stocks - which could be readily
Digitized for FRASER ;
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CONFIDENTIAL :

Mig=. 3.1 60Mm 7-26 FEDERAL RESERVE BANK
OF NEW YORK

SFFICE CORRESPONDENCE
To_____ CREDIT FILES SUBJECT:

FrOM S 5

Mr, Belden submitted and left with us a typewritten memorandum (at-
tached) showing the important items of resources and lisbilities of the Bank
of Italy National Trust & Savings Association as at June 25, 1928, compared
with February 28, 1928 and December 51, 1927. The figures show that the
bank owes its several hundred thousand savings depositors $465,000,000, and
approximately $200,000,000 in commercial and other sccounts. Due to the
fact that some $40,000,000 of new capital had been paid in early this year,
the capital, surplus and profits account now stends at more than §100,000,000.

lir, Belden stated that apparently there hed beecn no appreciable
amount of deposits withdrawn (mor, indeed, any loss through seepage - which
he termed "day to day withdrawals® - without replacement deposits having been
made), and that deposius aad held feirly steady at the figures indicated.

He further stated that this statement was applicable also to the Bank of

America, N. B, A., of New York, In response to our inquiry as to the

progress which was being made in distributing the steck of the Bank of America

to individual ownership, as outlined in the corporation's letter to Mr, .

McGarrah under date of March 285, 1928, Mr, Belden reported that, as we were

aware, they had been a bit premeture in making the original announcement as

to the number of shares to be offered shareholders in their corporation before

ascertaining our views in the matter: that the .Bancitd.y Corporation still owned R0%

of the $25,000,000 capital of the Bank of America ($5,000,000 of stock, par

value §26., having a market value of §165-175 per share, oryat the present

market, a value of $85,000,000), but that, nevertheless, the Bancitaly Corporation
igitized for FRASER
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MmO T ooM 7-58 FEDERAL RESERVE BANK
OF NEW YORK
YFFICE CORRESPONDENCE Dare_June 27, -
To_GREDIT FILES Sussect:BANCITALY CORPORATION AND
FRoM__ J H, CASB. | STITUTIONS
8.

expected to carry out its undertaking, even though that might moessiute-ooﬂ.ns to

us in September for a possible extension of three months to emable it to follow its
program, Mr, Belden stated that the Bancitaly Corporation contimied to own 10%

of the $50,000,000 capital of the Bank of Italy National Trust & Savings Association
($5,000,000 stock, par value 625., quoted at § 189 per share, or a value of § 57,800,000. )s
He said quite frankly that the rapid drop in the price of the stock of the Baneitaly

Corporation had been a very painful and uncomfortable affair and that, of course, some
very heavy losses had ensued, In reply to our query as to whether some of the af-
filiated institutions had not supported the market for the Bancitaly Corporation
stock, Mr, Belden answered very freukly that they had and that the #National Bankitaly
Company now owned some 200,000 shares of the Bancitaly Corporation stock, the current
market price of which was well below vhat the Bankitaly Compeny had paid for it. He
further stated that, now that the stock had gone down to as low as its present quotation,
§100 to §110, the management proposed to see that it did mot "skyrocket" again and
that, if the need arose, they werc prepared to feed out the steck at current prices in
order to keep it from again selling at too high a figure.

Messrs., Belden and Snyder appeared to be in & somewhat chastened frame of
mind and a.tated that they had been exceedingly busy, night and day, giving their at-
tention to the affairs of these several companies. They assured us that they would
be prepared to come in any time we desired, as it was their intention to keep us
fully informed regarding their affairs,

#It is to be noted that 200,000 shares of this stock at §l00 or more represents a cash

outlay of more than $20,000,000, It therefore seems not improbable that the National

B:qu&rt:l{h has had to borrow funds from the Bancitaly Corporation in order to

a e 8 in question. In view of Belden's statement that the Bancitaly Corpora-

tion had liquidated all of ite borrowings in the market, it seems not unreasonsble to
Digitized for FRASEMPPOSe that the Banei Corporation may have made direet advances to the Natiomal
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FEDERAL RESERVE BANK

PERSONAL AND CONFIDENTIAL OF NEW YORK July 6, 1928.

Dear Governor Strong: !

Since writing you on June 7V;e have received your seversl letters
accompenied by confidential memoranda which both Mr: McGarrsh and I have
reviewed and which, in line with your suggestion, we have had Miss McCarrick
lock up to be held pending lir, Harrison's or your return.

(1). An interesting event took place this morning, here in the bank.

Through the courtesy of the American Telephone & Telegraph Company the

inguguration of their Norwey-United States telephonic service was marked by

an exchange of calls between this bank and our foreign correspondent, the

Norges Bank in Oslo, and I had the privilege of talking with Mr., Thorkildsen,
Deputy Governor, Governor Rygg being absent. After expressing our felicitations
on the occasion of the connection by telephone, I indicated our regret that

you were not here personally to convey your good wishes, and suggested that,
although it was your purpose to visit them some time in the near future, your
ill health had made it impossible for you to do so this summer. We commented
on the money masrkets of Oglo and New York and the financial sgituation in
general, and Mr, Thorkildsen'reported that their return to the gold standard was
an achievement of which they were very proud. I expressed the hope that our
relations would become closer and assured them that we would be glad to perform
for them such services ac they might require in this market.,

(2). Chicago has again stepped into the arena in & ﬁay that appears to bode
trouble. On Friday, June 29, the directors of the Federal Reserve Bank of
Chicego voted to increase the rediscount rate from 4 1/2% to 5%. This was

done without previous consultation with any member of the Federal Reserve Board,

the Treasury or, so far as I know, with anyone else. lMcDougal had cslled me up
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the first of that week to ask about conditions here and had told me that affairs
were riding along very satisfactorily in Chicago. There was nothing in his
comments to indicate that he personally had any thought of moving up the rate.
On the day that the rate action was tsken, George M. Reynolds, of the Continental
National Bank & Trust of Chicago gave out a statement of his views on money
conditions and rather indicated that he would favor an upward revision of the
Chicago rate. Following the rate action, I understand, Heath telephoned Platt
of the Board, but as Governor Young and a number of the other members of the
Board were away, and as the only members available were Secretary Mellon, Platt,
and nges (the latter said to"be very definitely opposed to any further rete
increases) it seemed impossible to get action. I now understand that Dr. Miller
and some of the other members of the Board will be back on Tuesday, July 10,

at which time the recommendation relstive to the Gﬁicago rate will be given con-
sideration. The situation is pretty well covered in Young's letter of_June 30 to
Governor McDougal, copy of which Young sent me and to which I replied under date
of July 3. Copies of the correspondence, together with chart, clippings, etc.,
are enclosed for your information. There hag been no newspaper publicity
concerning the fact of this proposed incresse, but it is known in marketwise
circles. Jackson Reynolds reported to me on the following Monday, July 2, that
he had heard talk to the effect that Chicago had actuslly woted to move up its
rediscount rate. |

(3)e The Open Merket Investment Committee at its meeting in May recommended
that another meeting be held during the month of June; but in talking over

the matter with the various members of the committee in June I found that we

were all in agreement that it would be wiser to defer the meeting until the
middle of July, when Governor Young would be back from his vecation. We now
have a meeting called for Viednesday, July 18. Dr. Miller recently contributed
an article to a special number of ¥The London Statist™ on the subject of the

open market, which waes discussed in an editorial in the "New York Times" of

http://fraser.stlouisfed.org/
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July 5. I enclose the clipping for your use,
(4). During the mid-year period we have had the usual strained money
situation due toAthe customary window dressing by banks, but, while our
New York banks were indebted to us for about $350,000,000, it was very
widely distributed, the Chase, First, Commerce, Cify, and Bankers owing
us approximately $50,000,000 spiece. Ve all feel that a good deal of the
steam has been taken out of the stock market situation and our New York
City banks are still heavily in our debte. Copies of the published

both of 7/6/28,
statement of this bank, and the combined Federal reserve banks,/are also
enclosed.
(5)= The Tressury has brought out an unusual (and rather unexpected)
refunding operation, which takes the form of an offering of 3 3/8% Treasury
bonds due 1940-43, for cash and in exchange for Third Liberty Loan bonds.
The terms are given in circular lo. 859, copy of which is enclosed, together
with a copy of my preliminery confidentisl memorandum of June 19, to Mr. Millsg.
The offering has been very well received, with cash subscriptions in excess
of $500,000,000,
(6). The Bancitaly Corporation matter has agein come up. The conversa-
tions which Mr. McGarrsh and I recently had with lr. Belden and Mr., Snyder
of that corporation~are embodied in the enclosed confidential memorandum,
(7). We heard yesterday of the sudden death of Captain Loewenstein,
the Belgian financier. It has created a great deal of comment, and the
opinion here ig that it was a case of sulcide.
(8). Mr. McGarrah, I understand, wrote you recently concerning the
official changes in the Loan and Discount function, and the sssigmment of
Coe,as Assistant Deputy Governor, to Gilbart. This I believe will work

out very well.
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Enéii (£) July 5. I enclose the clipping for your use.
O (4). During the mid-year period we have had the usual strained money
situation due to‘the customary window dressing by banks, but, while our
New York banks were indebted to us for about $350,000,000, it was very
widely distributed, the Chase, First, Commerce, City, and Bankers owing
us approximately $£0,000,000 spiece. We all feel that a good deal of the
steam has been taken out of the stock market situation and our New York
City banks are still heavily in our debte. Copies of the published
Encls. both of 7/6/28,
(g) (n) statement of this bank, and the combined Federzl reserve banks,/are also

enclosed.

(5). The Treasury has brought out an unususl (and rather unexpected)

refunding operation, which takes the form of an offering of 3 3/8% Treasury

bonds due 1940-43, for cash and in exchange for Third Liberty Loan bonds.
Encls.
(1) () The terms are given in circular No. 859, copy of which is enclosed, together

with a copy of my preliminery confidentisl memorandum of June 19, to lMr. Mills.

The offering has been very well received, with cash subscriptions in excess

of $500,000,000.

(8). The Bancitaly Corporation matter has agein come up. The conversa-

tions which Mr. McGarrsh and I recently had with Mr. Belden and Mr. Snyder
Encl. (k) of that corporation ére embodied in the enclosed confidential memorandum,

{7 ) We heard yesterday of the sudden death of Captain Loewenstein,

the Belgian financier., It has created a great deal of comment, and the

opinion here is that it was a case of suicide.

(8). lir. McGarreh, I understand, wrote you recently concerning the

official changes in the Loan and Discount function, and the esssigmment of

Coe,as Assistant Deputy Govermor, to Gilbart. This I believe will work

out very well.
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(2). A sad loss to & good many people in this district was the death,
on Tuesday of this week, of Arthur K. Sslomon. He was taken very suddenly
ill with whet first appeared to be a bad bilious attack, and was rushed to
the hospital where an operation for gallstones was found necessary. Peritonitis
set in, and on Tuesday afternoon, while I was on my way up to see him, he passed
away. L think he will be greatly missed.
(10). The Princeton Library fund, about which I wrote you on June 7, is
coming along in excellent shape, Messrs. Owen D. Young, Leffingwell, Woodin,
Vioolley and Paul Werburg all having indicated their interest in the project
and pledging themselves to a subscription of 500 each for one year. There
still remain two more subscriptions of $500 each to be secured.

Mr, McGarrsh is down at Woods Hole on vacation, and Harrison, I
understand, lands today.

A1l of us who are here send you our best regards.

Faithfully yours,

J. H. CASE.
Mr, Benj . Strong,

Messrs. Morgan & Company,
14, Place Vendome, Paris, France.

Enclosures (11).
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Marquette, Michigen, June 50, 1928. |

Mr. J. B, HeDougal, Governor,
Faderal Reserve Bank,
Chicago, Ill.

Desr Governor McDougel:

After talking with you yesterday I sttempted to gather some statistics
at this peint, but could not even secure a statement of the Federal Heserve
Systen.

I have been out of touch with the situation for the pazt two weeks
and you will realize the hsndicaps under which I am attempting to express myself
in this letter.

However, before 1 left Washington, I gave a good deal of thought to
the situation and having spent a good deal of time in the South and Hiddle West
end talking with many of the Governors and Agents, I have arrived at the conclusion
that there should be no further incresse in the rediscount rates. Two weeks time,
however, can bring about a decided change and it may be that it is now justifiable
but from the limited information that I have, I feel that any further incresse in
the rates will bring about 2 resetion from the agricultural and business interest
of the country that will be guite far reaching and certainly I do not think the
eystem or any Federal reserve bank should take eny action in reference to inereas-
ing the rstes unless there is unguestionable justification of such action. I
still believe the whole credit situation is centered upon spmlati.ve or investment
eredit shich ever you care to temm it.

. This has received a little set-back in the last ninety days and certainly
. has become very expensive with call money at 8%. I am not prepared to say that it
has been checked entirely, but I have before me at the moment, a circular letter
from s prominent New York Exchange house, which certzinly is putting out some very
dragtic requiremente in reference to mergins and ecollatersl. This action, to-
gether with what the benks are doing, 12 the most effective weapon that I kmow of.

As near as I could gather from you over the telephone your people are
prompted to inerease their discount rete because of over-the-counter rates in |
Chicszgo. That may be an entirely justifiable resson and I think you knows me well |
enough to know that I am such & strong expomeht of local autonomy in Federal |
Reserve Bank msnagement and cperation thet ordinsrily I would respect the viess |
of your Directors and approve the request of en increasse even if I was not entirely |
satisfied in my own mind that such sction should be taken, The Bosrd is con-
fronted with an unususl problem at the moment. Word he: reached me indirectly
that & request will probably be made of the Federal Keserve Board to purchase
Government securities in an effort to ease the present situation.

This program I am also opposed to.

If my memory serves me correctly, the system has taken $800,000,000
from the market since last September by ssle of securities eammarking or exports-
tion of gold. Any increase in the Government security holdings of the Federal
Reserve System at the presemt time would be encouragement te speculators and in
my opinion would not be much bemefit to the business and agricultursl interestsof
the country. If it has tsken in the neighborhood of $800,000,000 to tighten the
credit situetion I do not see how it cen be essed to any apprecisble extent
except by retum flow of currency or imports of gold. All evidence seems to point
thet currvency cireulation will incoresse rather thsn decresse and that fu¥ther
exports of gold are more likely than imports.
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Of course, the system could buy U. 8. Government securities in suf-
ficient smount to esse the situstion, but if it hes taken £800,000,000 to
tighten the situation, in my opinion it will take $500,000,000 or better to ease
the situstion and sgain I repest, that I do not believe the present situation
should be eased.

It ia believed that brokers loans have been rediaced considerably
but it is possible that short ssles have contributed to this im no small wey and
in sddition the brokers requirements have been so drastic thet meny customers have
removed their accounts from the brokers and placed them with the banks. There is '
some evidence that this hes been going on in the smaller communities.

The only other wethod of reducing brokers loans is through the
bargsic hunter and he uses deposits to reduce brokers loans. This method hes
not been used to sny appreciable extent, clse therc would be a reduction in
Regerve Requiremente of thc member banks.

To sum this all up, I am opposed to an increase in the rates and I
am opposed to teking any sction at this time to euse the situation and in eon-
clusion I do not think it is feir for any reserve bamk to put the Feserve
Board in the »idiculous position of approving one policy of tightening credit
and simultaneously approving another reserve bankk policy of easing credit.

I would, therefore, suggest to my colleagues and the Directors of your
benk that a conference he held with representations from all the FRoserve Hanke and
the Federal Reserve Boerd to determine which policy is probably the best one for
the country at the present time.,

I have dictsted this comsunicetion hurriedly and have expressed myself
rether frankly which I know you want me to do. In doing so, however, please inform
your colleagues that I heve the utmost respect for their Jjudgment in the presemt
situation and am only too anxious to do whatever is right, but certainly I ghould
not be in & position to approve the policies of the Reserve Banks that, nationally
are working at cross purposes.

If & conference is called, I could attend at any time except July 5th,
6th and 7th. I have excluded these dates because the citizens.of my home town
are giving me a little dinner on July €th and it is quite necessary that I be here.

Believe me, as ever,

fours sincerely,

Br. Caze:

I came in from camp todsy and dictated the above in reply to &
telephone talk I had with McDougal. ©Seems to me that it would be best to let
the present position stsnd for s little while. Would also be interssted in

any reaction you may have.
(Signed) Young
Digitized for FRASER
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oF NEw YoRrk

July 20, 1928.

Dear Governor Strongs

I have received your letter of July 3 which I have read
with 2 great deal of interest. I am glad to learn that you are feeling
80 much better and hope that by the time you are ready to sall for home
you will have a very good report to make.

I wrote you on July 6 giving you a pretty full budget of
news but I do want to write you briefly sbout our recent change in the
discount rate and with respect to our Open Market Committee meeting
which was held in Washington this week. There is to be another meeting

on August 13 which I hope you may be in a position to attend.

QUR DISCOUNT RATE

After sending off my letter of July 6 and reviewing the ex—
pansion of credit and the upward trend of money rates, I made up my mind
very promptly that unless we dealt with the subject rather vigorously and
immediately we might find.‘ourselves in & jam this autumn. So on Monday,
July 9, I discussed the matter fully with our Executive Committee,
Messrs. Young, Reynolds and Woolley, but did not find them at all sympathetic
to . an increase. Following this, the Federal Reserve Board approved the
Chicago rate increase on Tuesday, the tenth, and the following day, at
Mr, Mills' request, I went up é&nd had a talk with Secretary Mellon. I
found that, while he had hoped we might go through the summer without any

further adjustments, he was now of the opinion that we should rsise our

Federal Reserve Bank of St. Louis
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rate and do it promptly. I then went over and had a talk with
- Mr. Owen D. Young expressing my views just as forcibly as I knew how
'and I think my telk was instrumental in getting him to seeing our
view point. The officers, including George Harrison who had just
returned, were all in agreement and after talking the matter over with
lir, McGarrah he agreed and came down to our mesting. We had about
two hours debate on the subject in the directors meeting with the
result that of the seven directors present six voted for the change

Mr, Reynolds voting "no."

OPEN_MARKET INVESTMENT COMMITTEE MEETING

On Wednesday we had a meeting of the Open Market Investment
Commiftee in Washington. While we had an interesting discussion after
considering all the factors in the preéent credit situation we 4ere
unanimous in the belief that no open market action should be taken
at the‘present moment and 8o recommended to the Board., Our action in
this regard was ° unsnimougly approved. I am enclosing a copy of
the preliminary memorandum which Dr, Burgess prepared together with a
copy of our reeommende;tion.'

There has been a marked improvement in our position during
the past week as you will observe by referring to the comparative state-
ments of July 11 and July 18. ©Some improvement in the System's position
as a whole is - also shown. My own thought is that it mey be necessary
and desirable to hold this rate for some time, If the credit expansion
which now appears to be checked shows some sign of receding and the stock

market becomés quiet it may be possible for us to go into the market this
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without further recourse to us here,
' With best regards, I am,

Faithfully yours,

.

Jo 'Ho CASE.

lir, Benj. Strong,
C/o NMorgan & Company,

Paris, France.

Enclosures. l Z¢¢7
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autunn and buy a couple of hundred milliongs of government securities

which will enable our banks to meet some of the gutunn requirements
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committee has considered the preliminary memorandug

Gubni tted by the chairman and other features of the current

credit situation.
The committee T Trsiwssammredecte recomnendSiay action &% M :

present, or until the grevam moderately high level of high

mw cont'fm long encugh to provide a testing of the

credit situation which may have the effect of ehecking unsound
uses of credit.

The committee believes, however, that the present amount of
member bank borrowing at the Reserve Banks and present money rates
would not be wholesome if contimued over an extended period and

believes the Reserve System should be prepared if snd when comditions

warrant te exercise its influemes to modify these conditions. The
comui ttee believes this situation shorld have careful, contimious

study and would expect to meet again for its condideration within a

few weoks,
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THE CREDIT SITUATION o

Interest Rates
Interest rates are higher today then at any time since 1921. The

primary reason for high money rates is that the member banks owe the Federal

Reserve Banks about one billion dollars, compared with an aversge borrowing of

about 500 million for the preceding six years and 400 million last summer, The

heavy borrowing is due primarily to gold exports of 500 million dollars since last

autumn, sales of 300 million of securities by the Federal igserve Banks, and some

additions to reserve requirements of member banks because of credit g}fagsion"
el eE .  Partly offsetting these losses of funds, there has been a gain

through the retirement of over 100 million of currency (reflecting some reduction

in factory payrolls and increased use of checks).

As the autumn demand for funds comes on, larger borrowings and still
higher money rates may be anticipated unless counteracting steps are taken. Or-
dinarily autumn trade requires nearly 100 million additional rediscounts (exclusive
of additional Federal Reserve credit called into use through the seasonal expansion

in holdings of bankers acceptances),

Testing the Credit Situation

The present high money rates are testing the credit situation and it
seems reasonable to believe that pressure will be felt most at the weakest point,
whether this is the prices of industrial securities, the volume of new issues, the
amoynt of new building, or whatever else. It seems likely that a brief period of
is li¥ely to result in a check to movements which may have gone beyond a
sound ecomomic basis. The fact that such a testing is going on is evidenced by the

changes in the total volume of credit, which with the exception of a temporary rise
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at the first of July has shown no increase since the early part of May. The
volumg of new long time security issues also shows some sign of pause, and security

prices of various types are considerebly lower than they were early in May.

Effect on Business

If the present high interest rates are continued for several months it
seems probable that business activity may be affected six months or a year from
noew, The evidence for this probability may be summarized briefly.

1l Charts of business volume and interest rates since 1900 show
that continued high rates have almost invariebly been follow

ed by business declines after a lag of six months to a year,

2, A reasonable explanation is found in tne restriction of new en-
terprises by high money rates.

(a) High money rates discourage speculative building con-
struction - as indicated by declines in building
six months to a year following high money rates.

(b) High money rates tend to discourage new financing,
which would lead to business activity six months to
a year distant.

3. Present business conditions may be peculiarly susceptible to re-
gtriction of credit.

(a) There was considersble unemployment last winter, OQut-
door work, partiecularly building, has largely ab-
sorbed surplus lebor, but factory employment has in-
creased very little. When outdoor work slackens,
further unemployment is at best a danger.

(b) Any considerable unemployment will give installment sell-
ing its first considerable test.
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It should be nqted, however, that high money rates have not continued
long enough for any noticeable adverse effects. On the contrary, the figures
which would first reflect adverse consequences show that -

1, In the first six months of this year the volume of building cons

tracte has broken all previous records, The figures reported

Jﬂ-‘-—'
by the F, W, Dodge Company for the first six months of recent

years follow:

1925 = = = = = = = = - $2,748,695,000
1926 « = = = - - - - « 3,128,158,000
1927 =« = = = = = = - = 3,187,993,000 .
1928 = = = = = = = = - 3,444,868,000

2« Similarly, the volume of new financing has broken all previous

-

records, as shown by the following table:

(In millions of dollars)

First
Six
Months Domestice Foreign Total
1925 3,130 571 3,701
1926 3,436 616 4,052
1927 4,508 786 5,294
1928 4,528 1,135 5,664
The foregoing figures suggest perhaps an excess rather than a deficiency
of new undgrtakings. A little slower pace would probably be wholesome. There is

R

beginning to be some evidence that the pace is in fact slowing dowm. Just in re~-

cent weeks new issues have diminished.

Effects on World Finance

In recent months European money centers have not been adversely affected
by high rates here, largely because of extraordinary movements of funds connected
with the French reconstruction. A more normal relation between rates and movements
of funds is now beginning. Sterling hag declined steadily since the French stabi-

lization. The exchanges are still generally high, but long continued high rates
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here would undoubtedly draw funds from abroad and lead to higher money rates abroad

‘_/"'——-—"—-_\ EE—— mmr———
and lower exchange rates, and perhaps eventually gold shipments to this country.
It woufamp}obaﬁly take some weeks for these developments to occur, and it may also
be said that the speculation which has taken place in this country has been paral-

leled by similar movements abroad, encouraged by cheap money; and somewhat firmer
(—"‘“
money conditions here may not be unwholesome.

Nmge————————————

Germany is a particular case with peculiar conditions. She has had heavy

speculation, rising prices and wages, together with high money rates; and as far

as temporary money ﬁarket conditions are concerned they may perhaps be bettered

rather than injured by firm money rates here. In the long run, however, the pay-

ment of German reparations is dependent upon a steady flow of money from this country.
The foreign aspects of future policy may be.summarized by saying that they

appear to offer no pressure toward immediately lower rates here, but in the long

run would be adversely affected by a continuation of abnormally high rates here.

" Future Program
From these various considerations and other aspects of the current situa-
tion, it would appear that some further period of testing the credit situation by

firm money conditions might not be undesirsble. But it would also appear that too

extended a period of high money Tates would be detrimental to business and would
react unfavorsbly on the world financial position.

Looking into the autumn problem for Fedéral Reserve policy appears to be
to find a means of bringing sbout somewhat easier credit conditions, without at the
same time encouraging a renewed expansion of credit. It seems particularly desir-
able that money should be somewhat more easily available for the crop moving season.

The two alternatives which naturally present themselves are a reduction in

discount rates or the purchase of government securities.
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There are a number of objections to considering rate reductions under
anything like present conditions -
1, Even after recent increases discount rates are low relative to
open market rates, and offer encouregement to borrow.
2. The present volume of rediscounts is now so large that banks find
it very difficult to keep out of debt at the Reserve Banks and

the tradition against borrowing, which has been the principal

source of effectiveness of Federal Reserve policy, appears to

be breaking dowm,
The chief danger in open market purchases is that, as they appear in the
statement, they may be regarded as an indication of a change of Federal Reserve
policy and made the occasion for excessive demands for credit.
From these considerations it seems desirable -
1. That no precipitate change in policy is called for;
2. That rate reductions should be made only after the volume of
member bank indebtedness has been materially reduced;
3, That open market purchases should be made at such times and
in such quentities that they will be absorbed either -
(a) In meeting seasonal needs for additional credit; or
(b) In reduc;ng the amount of indebtedness at the Reserve

Bankse<
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Thank you for yours of the 19th, which I return with the documents which
accompenied it. I am not at all in agreement with Dr. Miller in what he says
 about the waitingpolicy. Thet is the most dangerous policy that we could adopt
under present conditions, and at one time I thought we had him convinced of thet

fact.

BS.MM

F2Ty &
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FFICE CORRESPONDENCE pave demuary 15, 1925 o,

__ Messrs. Jay, Case, Sailer, Harrison SUBJECT:. o o e L 4
Kenzel, Mzson, Burgess and Sayder

oM __ Benj. Stromg

I am leaving this afternoon for Palm Boa.ﬁ:, Florida, to be gone a month,
and my address will be ecare of The Breskers. ;lail and the usual office reports
will be sent to me, and I am anxious te keep m touch with what is going en at the
bank. Miss Smell, in my office, will lol?ﬁ after forwarding anything of that sort |
which comee in, Won't you, therefore, #ﬁite me from time to time of enything
of importance which comes up, and, as Mi ;s Bleecker will be there, I will be able
b

to write or telegraph. I espeeci want to know the "situation.®

I shall have a Bentley's e book, with some special phrases, a
copy of which is att:ched herete for /your confidential use, and any cables of
importance from the other side, afte¢r translation, can be considered by the
officers, and then repeated to me code,

; Telegrams in regard to bank or confidential matters can be disgubsed
by the use of code words, without necessarily taking the time to code the whole
message unless gg 1s important, as decoding a long message is & burdensome
affair, :

I am especially anxious to keep in touch with what is going en in the
meyb market, investment accounf, foreign exchange rates, money rates, changes
in our earning assets, et d especially anything bearing on the situation which

has to do with our rates. This would, of course, include the gold movement.
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JAN 9 6 1920 w—Jamary 81, 1925.

1 H G

Dear lMre Case:

I have your first code telegram today, of which
the enclosed is a copy as decoded.

This message brings to light several defects in
the mechanics of our code arrangement, which I think may
well be remedied before we go further:

In the first place, in your message, the word
"kejum" appears six different times. Can we not obviate
this by adding to our privete list of code words one to
mean "all figures in millions"?

Also I notice two words are used to mean 80%,
wg;reas Bentley has one code word which is translated
80%e

Ag the first part of your message covers informa-
tion which you will have occasion to telegraph often, I
think we must here make additions to our private code
also so as to reduce the number of wordse Miss Bleecker
has made an addition to the list of private words, and is
attaching sufficient copies for Mr. Jay and each one of the
Deputy Governorse. ~*

Of course such things only come to light when
any code system is actually put to use. But if future
messages are prepared by using the private phrases wherever
possible I am sure we can reduce the number of words consider-

ably.

I'm having a fine loaf and rest, and hope my
absence does not throw too heavy a burden on the rest of

youe.
Sincerely,
Je He Case, Esq., *

Deputy Governor, Federal Reserve Bank of New York,
Federal Reserve P. Q. Station, New York.

Federal Reserve Bank of St_1 ouis



COPY OF INCOMING TELEGRAM

Mr. J.H. Case,

Federal Reserve Bank of New Yopk,
New York, N.Y.
No.1l Yours Jenuary 21st agree muft continue sales as proposed

Hope market rate for callfmoney can he kept for time

* higher Having fine resty

Test OK Ben jamin Strong

 PECEIVED

JAN 8o W

O e e O
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January 23, 1925

Dear Mr. Case:

By way of confirmation, I am attaching a
translation of the telegram sentto you in code today.
In order to fit the code-it had to be changed slightly.

Very truly yours,

%/-QM%

Secy to the Governor.

Jo He Case, Esqo.,

Deputy Governor, .

Federal Reserve Bank of New York,
New York Citye.

JAN £ 9 1z

J H O

3
i
See
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, ¥
Decode of Telegram .wm- rdaedy |
Dated Jan.23, 1925 o B2 nyp |
12:30 p.m. ‘ TA e !
Gov.Strong to Mr.Case G STy
#1 (test word) Yours Jammary 21 Agree must continue
sales as proposed Hope market rate for call money can be
kept for time higher Having fine rest
MSB
1.23¢25
As dictated by Be.Se
Referring to your No. 1 Agree we must continue
sales as proposed Hope call rates can be kept higher
for a time Having fine rest.
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INCOMING TELEGEAM
Palm Beach, Fla.

Feb 5, 1925
J. H. Case, Esq.
Federal Reserve Bank,

New York, N. Y.

#5 Agree with your recommendation for new rate proposed

your telegram to me numbered four

Benjamin Strong

test OK
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- MISC, 4. §-200M~1-24 FEDERAL RESERVE BANK

s s

o OF NEW YORK
1 Pglm Beach, Fla.,
OFFICE CORRESPONDENCE parePebruary 7, 1925 9o
O— __ Mr. Case T g ) NS T SUBJECT:
FrROM Benj. Strong

Thank you for your memorandum which enclosed the
reserve balance sheet and the Clearing House statement. It
is just the sort of information I need. Doubtless you will
want the reports returned. Sé%eral are attached, but if
you have sent others which should have gone back and have'not,
Miss Bleecker will return them when she gets back to the
office. REGEIVES

| FER 101020
S A
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Palm Beach, Flae,
l‘abruarya 19&5.

CONFIDENTIAL:

Dear lMr. Case:

ny thanks for yours of the third, and for the copy of
your letter to Winston.

I had hoped that we wonld see the banks a little more
heavily in our debt before making any move as to rates, and, if
necessary, would unhesitatingly advocate further sales from the
investment aceount.

There are a few important points to consider in connection
with a2 rate increase this time -

First, it seems to me, is to %alk it over with Herdi

Norris end TPencher (and possibly MeDongal) and ses if they w a
not be willing to leave their rates alone for the time beinge T

”‘/'le wouldn't care to see a general rate increase throughout the Systems
~

%

Second, we must consider just what we should do about our
bill rates. I woum be ineclined to move the bill rate and the
discount rate up together this time, although it will probably
make & howl from some of the dealers and the principal accepiance
houses. Of course the advance in the bill rate wonld have to be
effected more gradually.:

Third, we will need to make sure that we have complete
collaboration with London.

Tourth, we want to have & talk with McGarrsh about the
Claaring Fouse rates If the Clearing House banks will onl
leave the interest rates alone when we advence to 23, it will
prevent a flood of out-of-town money coming to New York which
might have the effect of entirely overcoming any results that we
hope to sccomplish by advancing rates.

Digitized for FRASER
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2 Iir . Case 2484854

I haven't yet seen the need for any haste in marking up
- our ratee, although you and others on the ground may see 1t more
clearly than I can from this distance. But in a preliminary way,
I think the foundation for a rate advance should be larger borrow=
ing from ue than is now the case.

So far as I can determine without discuseion, it seems to
me your suggestion to Vinston is alright, although, of course, the
Ireasury could make another issue.of long-time 48 at par without
any difficulty, and there may be a strong temptation to do so.

iy best to all at the Bank.

Sincerely,

-
v

Je Hs Cage, Esq.,
Deputy CGovernor, Federal Reserve Bank of New York,
33 Liberty Street, New York.

BS.HSB
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Opa, Belgium,
July 24, 1925,

Dear ¥r, Cage:

The time is coming when Gilbert will need an experienced
foreipgn exchange man who can work inte the organization, antiecipsting the
time when the whole subject of transfers will require a good technician,
I should say that he needed = man who hed had experience in trading, but,

neverthelees, who knew the subjeet of foreign exchenge irn 8 broader way

than simply the market, These men, I know, are hard o get, and especiale
ly to get o men whe is reslly an American and who would be as unprejudiced
in his point of view as are Gilberi and the other members of the organiza~-
tion,

I wish that you and Mz, .Crane would have this matbter in mind
pending my returm, There is nothing to be done right awaey, but, in the
course of a few months, T want 40 send soms suggestions to NMr, Gilbert,
after necessary investigations., .

Sincerely yours,

J. H, Case, Esq.,
Deputy Covernor, Federal Reserve Bank of New York,
33 Libverty 8treet, New York,

t+ a luncheon
P.S. Atiached to this is the 1list of Germen Bankers we met a
given by Dr, Schacht on July 13th, Tn an earlier letter to Mr,
Jay I suggested I would gsend it along.
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FEDERAL RESERVE BANK

oF NEw YORK

Hotel Majestic,

CONFIDENTIAL: Paris, France,

August 14, 1925,

Dear Mr, Case:

This will serve to acknowledge the receipt of your telegream

which I received today, as follows:

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis

"No. 10 (test) Strictly Confidential for Govermor Strong:

Alexander named Chairman nominating Committee in the
absence of Reynolds,

In considering merits two suggested candidates
Harrison and I feel that Mitchell will make much
stronger more useful director than Frew and that this
is possibly a good opportunity to convert him,

Sailer also agreses, but Kenzel strongly Frew,

Communicated that view tc Jay who replies:

"My feeling that both should eventually serve
as directors and Walter is senior in every way, Re-
charter considerations influence me largely. On the
other hand general adverse attitude other man makes
it opportune time to educate him as director, I am
not adverse to changing and would be satisfied with
either, You will remember we discussed this quite
fully with Strong before he sailed.,"

Disregerd peragraph 4 my letter of August 7 relating

to Mitchell and Bankovni., Mitchell called giving

full explanation how inquiry State Department originated
and convinced me his communication not relevant but
formal statement facts in response to inquiry sabout
foreign loens,

Money rate unchanged, Kenzel feels time approaching

o when purchase rates on bills should be advanced 1/8

to 1/4 all along line and carrying rate by 1/4,

» While still considering question am reluctant to do

this now lest it may prematurely force our hand on

“ discount rate. Officers and Executive Cormittee

considering matter next Monday., Would like your
thoughts.

Present average borrowings Clearing House Banks




- = Paris, France |
Ax-.%FEDERAL RESERVE BANK OF NEW QO '25 ................. Mr, Case (2)

< $100,000,000, Average system assets $1,100,000,000,"
and to confirm the reply which I am sending todays
"No., 11 (test)  Strictly Confidential for Case:

Your telegram to me numbered 10:

ONE Probably having frank talk with Mitchell todey and will
cable results,

TWO Letter of August 7 not been received yet.

THREE Agree suggested advance in bill rates may hasten
advance in discount rate which I hope will not be
necesgary until later, Cannot this matter be

deferred until after I reach London, ‘

FOUR Except for two days trip Switzerland remsining here
about two weeks,"

We arrived in Paris late last night after a rather hot and
tiresome trip. And today I have not yet succeeded in accomplishing more than
preliminaries., But I am expecting to see Mitchell tonight, and shall then
be in position to send you something further,

My best to all at the office.

Sincerely,

J. H, Case, Esq.,

Deputy Governor, Federal Reserve Bank of New York,
33 Liberty Street, New York.
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FEDERAL RESERVE BANK

oF NEw YORK

RECEIVED Hotel Majestic,
) - Paris, France,
© AUGR9 ;- August 15, 1925,

¥

CdemLC, T

Dear ir, Case:

as follows:

I have this morning received your cable about the Bank Folski,

"No, 11 (test o0, k)

Vice President of Bank Polski called today and in-
quired whether we would give them revolving credit $10,000,000
for one year against their remittance of dollar checks and
currency in transit to New York, which credit he said might
be further secured by gold set aside for us at Bank Polski,

We promised consideration, but indicated that in event of
approval deposit of gold as collateral at Bank of kngland
or other suitable place necessary, He would prefer not to
ship gold from Foland, matter deferred till Monday when
he will call again, Please cable your views,"

and wish to confirm the reply which I am sending today:

ONE
TWO

THREE
¥OUR
FIVE
SIX

SEVEN

E1GHT

Pigitized for FRASER
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"No. 12 (test) Strictly Confidential for Case:
Misinformed about Mitchell's being abroad
Would agree to his election provided Jay and preferably
Young could arrange understending with him on follow-
ing points:
(a) Must give necessary time to the work
(b) Will accept directors' decisions and not
further criticism or attacks upon manage-
ment during continuance of relationship,
(¢) 1t disagreement too pronounced could always
resign,’
(d) Would adopt generally sympathetic attitude
and honest endeavor to understand our
problems,
Without some such understending believe his election
would be misunderstood by him and be harmful,
Referring to your telegram to me numbered 11:
Logan informs me they are negotiating with Dillon
Believe year arrangement inadvisable until after
settlement of criticism Bank of England transaction,
While this would not apply to three months credit
1 am still not particularly keen on business and
especially not until we know outcome pact negotiations,
1f anything done gold should be deposited in London and
1 feel our discount rate too low for this loan,
Will send more definite views after reaching London and



5 Paris, France

' FEDERAL RESERVE BANK OF NEW VORKB’lsnzs

suggest meantime you get full story from them
why credit wanted and how to be used and cable
me,
NINE |, From vr, dtewart to Federal Reserve Board:
mxcept two days Switzerland hereuntil sail
twenty-fifth Leviathan.,*

Sincerely yours,

f,: Hrrong

Jo He Case, Ksq.,

Veputy Governor,

rederal Reserve Bank of New York,
33 Liberty Street, New York
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Hotel Majesiie,

Paris, Trance,

August 17, 1925,
Dear Mr. Case:

I em atiaching copy of the Reichsbenk Statement
(transleted) of July 23, 1925, which I received the other
day from Dr, Schacht, I am expecting to receive these
regularly, and shell be glad to pass them on for confidential
ugse at the bank, |

Sincerely yeurs,

J. H, Case, Esq.,
Peputy Covernor, Federal Reserve Bank,
33 Liberty Street, Wew York.

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



FEDERAL RESERVE BANK

oF NEw YORK

RECZivep
e Hotel Mejestic,
CONFIDENTTAL: v AUG 29 Paris, France,
Y ¢ August 18, 1925,

\" s)" m- &.:_ x

Dear Mr, Case:

This will serve to acknowledge the receipt of your cable, received
this morning, reading as follows:

"No, 13 (test o. k.) Replying to your telegram No, 12

ONE Referring paragraph 4, Vice President of Bank Polski informs
us Dillon has option on additional $15,000,000 Polish Govern=-
ment 8% bonds which will not be brought out at less than 95,

$35,000,000 dollars were issued at 95 last February; now
quoted at 87,

TWO Objeection to year arrangement would be met if three months®
advance is made same as to Bankowmi without formal commitment
on our part to renew, but with understanding three renewals

would be granted, This essential and satisfactory to Bank
Polski,
THREE Because of unfavorable trade balance, result last year's crop

failure, and food imports, foreign currency reserve(s) of Bank
Polski have decreased from 254,000,000 zloty on December 31,
1924 to 91,000,000 zloty on July 31 last, and Bank urgently
requires credit to support exchange.

Their purchase(s) and remittance(s) United States currency
sufficient to retire credit in one year. This comes from
emigrants' remittances.

Its purchase(s) and remittance(s) entail continuing to lock up
their funds 60 days for large amounts and difficult for them to
secure zloty this purpose unless can sell dollars,

FOUR We have advised them only basis on which we would congider
extending credit is against gold at Bank of England and they
are now willing to ship $l’,500,000 gold there to secure our

$10,000,000 credit, 0 S P
- ,/‘_/ﬁ
FIVE Vice President of Bank Polski called again today. He im-

presses us very favorably and is anxious for definite reply
before sailing for London Saturday to confer you and Norman
on latter's invitation,

We have discussed credit with Executive Committee today and
Saunders being only member present approves,

Pigitized for FRASER
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SEVEN

and, at the

ONE
TWO

THREE

FOUR
FIVE & SIX
SEVEN

EIGHT
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Paris, France

" FEDERAL RESERVE BANK OF NEW YORK..8e184.25... Mr, Case (2)

Vice President of Bank Polski will explain to you in London his desire
for large bank credit later similar to Bank of England arrangement.,

About that we gave no encouragement but $10,000,000 credit entirely
separate and distinct and urgently needed now,

Unless you disapprove we propose recommending toc directors on Thursday
that three months' advance up to $10,000,000 be made to Bank Polski
against security $10,500,000 gold lodged with Bank of England.

Checks drawn on us by Bank Polski under this credit would be debited
in special account and remittance of dollar currency credited therein
with interest charged on debit balances at 1% above our discount
rate, with minimum of 4% and maximum of 6%.

This is their offer as to rate.
FPlease cable your views."
same time, to confirm the reply which 1 am dispatching today, as follows:

"No. 13 (test) Replying confidentiallyyour telegram to me No, 13
Paragraphs identically numbered

Believe unlikely Dillon will teke additional bonds but
might lend bank on gold security if we do not.

Any arrangement made should have definite date of
termination,

Do not understand explanstion last sentence but we should
have explicit understanding that they will actually

apply such remittances to liquidating loan and so avoid our
receiving gold which we do not want,

This is correct method
Think no large bank credit likely but this can wait.

Have no objection to loan in this form so long as they are
not encouraged to believe we can arrange any further trans-
action similar to Bank of England stop Their discount
rate now 10%. Believe that our charge should be 1-1/2%
above our discount rate but without any maximum. And we
should consider whether Bamnkowni should now be advised
that their rate at next maturity will be advanced to 1%
above our bank rate in view of changed conditions,

Difficult to have definite views without opportunity for



?‘ | FEDERAL RESERVE BANK OF NEW YORK. O0e18a295 . Mr. Case

discussion but have no objection to loan if you all
agree and above suggestions are observed.,"

Sincerely yours,

J. H, Case, Esq.,
Deputy Governor, Federal Reserve Bank,
33 Liberty Street, New York,
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FEDERAL RESERVE BANK
oF NEw YORK

Hotel Majestic,

CONFIDENTTIAL: Paris, France,

August 23, 1925,

Dear Mr, Case:

follows:

ONE

WO
THREE

FOUR

FIVE

SIX

SEVEN

BIGHT
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On my return from Switzerland last night, I found your two cables, as

"No, 14 (test o, k.) Replying to your telegram 13
Directors Young and Saunders voted yesterday extend
$10,000,000 credit Bank Polski secured $10,500,000
gold with Bank of Englend for period three months at
4-1/2% with agreement meke not more than three renewals
each three months; interest rate each renewal to be
determined by us at that time,

Bank of England has cabled willingness hold gold for us,
Have signed agreement today with Vice President Bank

Polski,

Federal Reserve Board advised and other Reserve Banks
being offered participation,

Expect Bank Polski will ship gold London immediately
and advances will be made by us on notice its arrival
there.

We have definite understanding with Bank Polski credit
will be liquidated proceeds dollar checks and currency
remitted here and not by gold shipments which they
understand we do not want and which they cannot afford
to make,

Have given them no encouragement about larger credit
but they propose discussing it with you.

Have agreed further renewal $6,000,000 Bankovni loan
maturing August 31 at 4-1/2%, Directors feel desirable
that both loans should have uniform rate this time,"

"No, 15 (test o. k.)

stock market continues strong; industrial stocks
averaging 20 points above 1919 peak; street loans at new
high; money practically unchanged; governments up
yesterday 1/2 point; system assets unchanged.

Fencher's loans up temporarily §25,000,000
whereupon received word from Washington they would
look favorably on rise discount rate from 3-1/2% to
4%, Fancher does not agree, Thinks his Board will
stand hitched to present rate.

Newspapers here quoting London insist Bank of
Englend will presently further reduce its rate,

Mitchell sailed August 15, due London August 22,
Had talk with him here regarding proposed flotation




-

ONE

TWO

THREE

FOUR
FIVE

Paris, France

' FEDERAL RESBERVE BANK OF NEW YORK.. Oe23e29. . Mr, Case (2)

Rentenbank loan 25,000,000, Showed him your letter July 20
this subject, for which he expressed thanks, He stated
charter change by Reichstag not later than August 13 es-
gential before flotation here. Wrote you fully regarding
this August 13.

Young strongly favors setection of Mitchell rather
than Frew and is sympathetic to serving second term himself
if satisfied no tradition is violated, which we have assured
him is not.

. Have just seen Alexander, He states committee will meet
early September, If it agrees with him, proposes toc cable
Mitchell telling him he is committee choice and suggesting
that he might like to discuss matter with Strong, London, as
to amount of time directorship would involve, Alexander
also says no other name will be presented to succeed Young,"

to both of which I have replied today, as follows:

"14,(test) Strictly Confidential for Case:

Replying to your telegram 14 paragreph 6

Hope there is no misunderstanding as to payment by

gold if remittences inadequate within term of credit.

Replying to your telegram 15

Believe advance at Cleveland not justified and effect

would be undesirable, Await ceble from London.

Money growing easy in London, Can report conditions

next week.

Regard Young's reelection most important,

Proposal to nominate Mitchell without discussion or

understanding as suggested my 12 would be dangerous for

following reasons:

(a) He will interpret as indicating we are unduly
affected by his attacks and he has won a victory. .

(b) Might be considered as evidence by public that banking
community support his criticisms.

(¢) Will deprive us of advantage of his appearance before
Congressional Committee in case of inquiry, when we
may welcome Wall Street criticism.

(d) Will introduce discordant element in System at time
when there is plenty anyway.

(e) I would welcome his election, however, if preliminary
talk could assure us he would "play the game"., I
hear he has gone to Scotland and from there goes to
Scandinavia, but if you can arrange for me to see
him in London next week I could gain some understand-
ing of his probable attitude.

(f) Otherwise it seems a risk and certein to increase
rather than lessen our problems and anxiety just
now,"

Sincerely yours, 3

- J. H, Case, Esq.,

Deputy Governor, .
Federal Reserve Bank of New York, ’
33 Liberty Street, New York. .
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mecoweEPEDERAL RESERVE BANK

QEP S5 1¢ | oF NEw YORK
- !.J_ =t s
Hotel Majestic,

Paris, France,
August 25, 1925,

Dear Mr, Case:

Thank you for yours of August 13, which arrived with the mail.
packet this morning. I will reply by separate letters as to one or two of
the subjects, as you may have occasion to use the letters separatiely.

This will be about Mr, Mitchell:

I am glad you had a talk with him, but am as uncertain as you
as to the effect of such a conversation, The time has come when we must
tell Mr, Mitchell definitely that the policy of the Reserve Benk isto establish
and develop these relations with banks of issue, and that his own antagonism
to that course will not move us to any change of policy.

I have cabled you briefly just the way I feel about his nomina-
tion, Mr, Mitchell, as you realize, has an exceedingly active and well de-
veloped ego. If the committee of bankers, out of a clear sky and without
any intimation that they have conferred with us, should cable him asking him
to accept the nomination, he is almost certain to conclude that the bank, if
it has been consulted, has been influenced by his criticisms and attacks; and,
likewise, that the nominating committee, which presumably he would understand to
represent the sentiment of the banking community, sympathized with that attitude.,

Furthermore, we are just now in position wherewe may be facing en
inquiry by Congress of great consequence to the system, and involving the con=-
tinuence of our charters and importent emendments to the act, where it might be
most helpful to have Mr, Mitchell called to appear and state his grievances,
Should he become a director before any hearings, it would either put him in
position where he would not  be willing to appear and would feel obliged to leave
it to the executive officers of the bank to state the bank's position, or, if he
did appear, it would give the impression that there was dissention in the manage-
ment of the bank,

There is also that other consideration - thet we have got a lot
of troublesome questions shead of us just now which add to the worries and
anxieties of the officers of the bank., And it seems an unnecessary harrass-
ment to add Mitchell to the others by taking him into the family,

N v From gy cible,dhowever, you will understand that I would waive
'€ questions entirely and welcome him as a director were it possible to ha
a telk with him in advance and tell him very frankly the way'wepfeel. -

I can quite apprecieste that Mr,

. Y
the time has arrived to invite him into the B ot ot Sy Whe Lesl et

oard would, in a general way, feel
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£ | FEDERAL RESERVE BANK OF NEW vork... 8085425 Mr, Case : (2)

_~“cenfident that the result would be desirable, and, in the end, satisfactory, I
c \have that feeling myself, aslways subject to its having first been made clear to
"~ Mitchell thet he could not run the bank end that he must, if he became a director,
accept the decisions of the directors., It is entirely a question of method of
approach, And I am sure when these facts are considered that you will agree with
me, So I am hoping that it will still be possible to get in touch with him,
But I will, of ccurse, feel that that should be done through the committee and
from New York, rather than for me to attempt to do it direct.

I met Mrs, Mitchell at dinner last night, She tells me that he is
shooting in Scotland, and that he goes directly from Scotland to Scandinavia. But
of course he will be in London on his way, and it is just possible that I can
catch him there; hence my cable,

!‘ I am sorry that this came up when it was too late to get in touch
’ with him, end still have hopes that you mey be able to work it out satisfactorily,

Sincerely yours,

/%(1’.

Jc Ho Case, ESQ.,
Deputy,Governor, Federal Reserve Bank of New York,
33 Liberty Street, New York.
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FEDERAL RESERVE BANK

oF NEw YORK

Hotel Majestic,
Paris, France,
August 25, 1925,

Dear Mr, Case:

1 notice that the borrowings of the Firgt National Bank
are pretty heavy, one report showing as high as $55,000,000. I don't
know what the occasion for this is, and it may be perfectly all right.
But from the standpoint of the money market, we should bear in mind
that we deal with the total quantity of credit and when our policy
results in the member banks owing us a large sum of borrowed money
the effect of that policy can be made negligible if the entire amount
borrowed is by one member bank, Our policy is most effective when
the total quantity which the Street has to borrow is distributed over
the greatest number of banks,

This leads to the suggestion which I want to make that
you ge over the First National Bank's record with some of our directors
end, if the situation justifies our doing so, explein to Reynolds that
it is desirable from the standpoint of the Reserve Bank and the situa-
tion generally that no one of our New York City members shall be a per=-
gsistent borrower, If the First National should liquidate, say,
$25,000,000 of its borrowings I have no doubt it would immediately result
in that amount of borrowing being forced upon from five tc ten other mem=-
ber bankg, This distributes the pressure of our rate so as to be most
effective.

Sincerely yours,

~ Aa.
J. H, Case, Esq.,

Deputy Governor, Federal Reserve Bank of New York,
33 Liberty Street, New York.

RECEIVED
8EP 6 1t
. J. G

’
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CONFIDENTTAL: Hotel Majestic,

RECEIVED
FEDERAL RESERVE BANK SEP 10 1925

oF NEwW YORK J. H S
Paris, France,

Dear Mr, Case:

follows:

ONE

TWO

THREE

¥FOUR

FIVE

SIX

SEVEN

igitized for FRASER
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ederal Reserve Bank of St. Louis

August 27, 1925,

This is to acknowledge the receipt, this morning, of your cable as

"No, 16 (test o.k.) Confidential Strong:

Your cable 14 paragraph 1 - No misunderstanding as to payment in
gold if necessary.

Paragraph 5 = Young thinks it wholly inadvisable to approach
Mitchell with conditions but felt that Alexander's suggestion that
Mitchell talk with you about amount of time required in service as
director would give you favorable opportunity to have informal dis=-
cussion with him of other matters you have in mind, Mitchell's
address until Friday afterncon 36 Bishopsgate, London, but do not
see how you could discuss this matter with him even informally
until after committee meets early September,

Hed conference with Alexander today who wrote (nchan ?) following
statement for you "“Alexander thinks it impossible to commit Mitchell
in advence in way you propose and very inadvisable to make attempt,
Alexander wonders how you would regard Wiggin if he assured Alexander
of his pleasure and purpose to work in harmony in interest of system™.
Alexander further expressed view that Wiggin more competent and
seasoned banker than Mitchell but that either of them distinctly
preferable to Frew,

Referring bill rate, my ceble 10 and your 11, scarcity of bills and
buying for foreign account have resulted in low dealers portfolios
which have been permitted at present low market rate for billg which
are much out of line with money conditions, But situation is chang-
ing since foreign buying is now only nominal, Coctton bille are ap-
pearing and distribution stagnant,

Commercial demend and rediscounting middle west increasing, Total
earning assets system slightly under $1,100,000,000; up $75,000,000
since middle of July; on increase. Our rediscounts $l90,000,000
of which $100,000,000 ie for Clearing House banks,

In this circumstance officers feel time appropriate while portfolios
are low to advance buying and carrying rete as named my 10,

While time of advance could be deferred until bills accumulate in
dealers hands, we feel effect then more likely to jeopardize discount
rete than if done now,




\
| ;
!
|

{ ) o

S~

(7)-EIGHT

ONE

TWO

THREE

igitized for FRASER
http://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis

= M S - -

Paris, France

FEDERAL RESERVE BANK OF NEW YORK.. Se 27625 Mr, Case (2)

Do not wish to push you but officers would like recommend directors
make advance effective Monday August 31 unless you object.™

ee well as to confirm the iéﬁiy which I have today despatched, as follows:

"No, 15 (test) Strictly Confidential for Case:

Referring to your telegram 16 paragreph 2 - BEntirely agree,
My-suggestion was not so much to impose conditions as to state
our position to Mitchell, This cannot be done now,

Paragreph 3 - Also agree with Alexander but equally important
Wiggin should agree to give necessary time,

Paragraph 6 - Reach London Friday evening, Shall telegraph
fully Saturday after sounding Norman, Am now inclined to agree
to slight advance proposed."

Sincerely yours,

J. H, Case, Esq.,
Deputy Governor, Federal Reserve Bank,
33 Liberty Street, New York.
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FEDERAL RESERVE BANK

OoF NEw YORK

Hotel Majestic,
Paris, France,
August 27, 1925.

1

s a story comnected with the attached

e

There

which the Governor has not time to write about at the

moment, Will you be good encugh to have it translated

and, after reading it, have it handed to Miss Small to be
————

put with other matters for Mr, Strong's attention on

T S ST S TS S T w5

his return.

B
Very truly yours,

s

J. He Case, Esq.,
Deputy Governor, Federal Reserve Bank,
33 Liberty Street, New York.

REOCEIVES
agp 10 1976
Jariehe S

Enc.
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OPINION AMERICAINE
SUR LES DETTES DE GUERRE.

Aveo oing ans de retard, la France va envoyer & Weshington une
commission pour omuser de ses dettes aves la "Debt funding commission"
américaine, '

Quelles que soient les raisoms poup lesquelles ces dettes furent
contractées et, quels que soient les usages suxquels cet argent emprunté
servit,ces dettes existent et alors qu'en IOIS des arguments sentimen- |
teux euraient pu 8tre efficaces, actuellement ils sont trop vieux et ‘
ont été trop wtilisds par la presse frangaise,

Ce n'était pas dans 1'espoir de gaine monétaires ou territorimx
que le Président Wilson dirigea sa nation vers la guerre : C'étaii -
unigquement par idéalisme, pour la défense du droit. C'était pour faire
ce qui lui semblait Stre juste,

Ces derniers mots peuvent sembler peut-8tre somner faux, mais il
n'en o8t rien, L'Amérique contrairement sux eutres nations Anglo-saxonnes
est trds sentimentale et peut, comme un enfant, s’enthousiasmer pour un
idéal, Mais cet état desprit ne fut pas spontanéd, conme quelques mméri-
ening freneophiles suraient pu le laisser eroire.

On ne 228t jemais rendu compte en France du travail surhumain fait
pear la Président Wilson durant les annédes I1916€18=I7 pour démontrer A
plus de cent million d'habitents que la camse des alliés éteit celle
qu'il fallait soutenir,

La guerre terminéde, lp Frange s’attendit 3 tort & ce que les Etats-
Unis continuassent A s'cocupper des affaires eurcpéennes,

Les EBtets-Unis n'svelent rien & gegner & entrer en guerres Restant
neutres, ile auraient continué & fournir aux Alliés des concours finan-
clers importants, ils seraient restés des préteurs, Du fait qu'ils se
sent rangés ewx cotéds des trn!dl , qu'ils sont devenus leurs allids,
doivent ils faire sbandon de l'argent prété ?

Bt d'eilleours, 8l la France s'y était prise A temps, il est probsble
que des eonditions préférables & celles qu'elle pourra obtenir mainte-
nant supraient ét4 accorddes par les Etats=Unis pour le remboursement
de ses dettes. Mais devant le silence du gouvernement Frangeis, n'était
il pas neturel qus l‘'opinion smériceine ai commeneé & oroire que la
France songeait & répudier sga dette ?

Un argument souvent utilisé en Frahoe est que 1'Allemagne ne payent
pas, la France ne peut pes peyer non plus., Ceci est exact, mais pas pour
la raison que l{on oreit et qui en sppeile & 1'opinion publique,

Le moment oppodtun pour présenter cette thése était celui qui vit
surgir ce bloe d'illusions sppelé le "Flan Dawes™,

Il semble trd¥s naturel sux frangais de se dire que 1°Allemsgne doit
pPayer; melhievrsusement, pour des raisons écomomiquestrds simples,
1°Allemegne ne peut pes payer oe que 1°on sttend d’elle. Il serait plus

jugte ds dire que 1'Allsmagne peut et veut payer, mais que nous ne pou-
vons pas regevolr.
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Un conmité d’experts n'était pas nécessaire pour expliguer que de
1'argent allemend peut-8tre sccumilé & Berlin, mais ce mbme comité ne
fut pas suffizant pour expliquer comment transférer ces richesses;

A ce moment la Franece aurait du dive & 1°'Amérique ¢ "Vous ne pou-
ves pas plus vegevoir d’argent de nous que nous mémes ne pouvons en
regevoir d‘'Allemagne, car votre tarif nous empdche d'exporter,; Vous ne
wvoulez pas de produits étrengers et nous ne wvoulons pas de produits
allemands.®

Le repport des experts donnait & la Framce une chance inespérée
pour une explication fmanche du probléme des dettes,

Le seul svantage du plan Dawes fut de fouranir une excellente plate-
forme politique pour le parti républicain aux Etats-Unis, Ce parti avant
les dsrnieres éleetions présidentielles put montrer au peuple eméricain
qu'il avalt fait pour 1'Burope guelque chose de construetif !

Un politiocien amériesin n'est généralement pas un philanthrope et
n'est pas 6lu & vie, Autant qu'un homme politique frangais, i1 désire
8trs réélu, Le parti républicain vient d°'@tre réélu sur deux programmes
électoraix parfeitement incoupatibles, mais trds alléchents pour 1'pi- |
nion publique : I®- I1 faut protéger notre industrie par un tarif élevé;
2 - Les Buropééns doivent nous psyer ee qu'ils nous deivent,

Celk = plu et en oconséquence le parti républicain est & la ¢8te du
ZOUVernemsiri.

I1 se peut gu'en 1928 le parti démoerate reprenne le dessus, diminue
le terif ot permette ainsi & la France de psyer ses dettes, Mais 1l est
heureux que la Franse n'attende pas ce changement lointain et aléstoire
pour entrer en pourparlers avec son oréditeur,

La situstion financiére de la France est particulidrement diffiecile,
1'Amérique s'en rend corpie et il sst A egpérer que les conditions qui
seront faites A sa débitrige seront suszi faverables que possible, étant
donné surtout que le palement sn wmerohendises n'est pas pessible, seul
moyen permetiant vn tromsfert d'wn pays & un autre de sommes sussi consi-
dérables que celles dord 11 edbgit.

Il est & souhaiter que 18 eommission frencaise qui va venir prochai-.
nsuent & Washingtdn soit ermée d'une grande quantité de sens ecommun et
de sens des. sffalres; Elle en sura besoin, cer elle rencontrera la-bas
des emériceains bien difCdronts de ceux gue ¢erteins finenciers frangais
aluent tunt & f8ter & Peris,

La comuigsion frangelse devra se souvenir que 1°'Amérigue s'est battue
sux ootds de la Frange parcequ'slle croysit que la France défendait la
esuge du Droii, pas pour autre chose. Poneiéremant #lAmérique n'est pa s
pro-frengaise; elle sst pro-business et eonsgiddre A raisen que la senti-
mentalité dans les affaibes est pidievle.

Cette question des dettes ost strictement une question d°affaires.

Gs¥Ps DORIOT




After five years: delay France is going to send a commission to Washington to
talk over her debts with the American "Debt funding commission".

For whatever reasons these debts were contracted,and whatever was the use to
which this borrowed money was put, these debts exist, whereas in 1918 sentimental ar-
guments might have been effective, now they are to oid and have been made to much use of
by the French press.

It was not with the hope of pecuniary or territorial profits that President
Wilson turned his nation to war: it was purely through idealism, for the defense of the
right. It wis to do what to him seeﬁed proper. &}_,

These last words may seem perhaps to ring /yfts, but it is not so. America
unlike the other Anglo-Saxon nations is very sentimental and can become enthusiatic for
an ideal, like a child. But this state of mind was not spontaneous, as some American
lovers of France would have us believe.

In France people have never had any idea of the ~super human efforts made by
President Wilson during the years 1915-16-17, to prove to more than one hundred million
inhabitants that the cause of the Allies was the one that should be supported.

When the war was ended France erroneously expected that the United States would
continue to occupy themselves‘wi_th European affairs.

The United States had nothing to gain by entering into the war. By remaining
neutral they would have continued to provide the Allies with important financing aid,
they would have remainéd lenders. Because they placed themselves on the French side, be-
cause they became their Allies, must they abandon the money that was lent?

And besides, ‘if France hade set about it in time, it is probable that conditions
preferable to those that she can obtain now would have been granted by the United States
for the repayment of its debts. But comsidering the silence of the French Govermment
was it not natural that American opinion should have begun to believe that France was

thinking of repudiating her debt.

Digitized for FRASER
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An argument often employed in France is that as Germany does'nt pay France does-
nt h' e to pay either. That is true, but not for the reason that is believed and that
appeals to public opinion. The right moment to present this theory was that which saw
rise of that block of illusions called the ™Dawes Plan™.

It seems very natural to Frenchmen to say that Germany must pay; unfortunately
for very simple economic reasons Germany cannot pay what is expected of her. It would
be more just to say that Germany can and wishes to pay, but that we cannot receive.

A committee of experts was not necessary to explain that Germany money may be
accumulated in Berlin, but that same committee was not capable of explaining how to trans-
fer that wealth.

At that moment France should have said to America:"You cannot anymore receive

money from us than we ourselves can receive it from Germany, because your tariff prevents

us from exporting. You do not wish foreign products and we do not wish German products".
The report of the experts gave France an unhoped for opportunity for a frank
explanation of the debt problem. The only advantage of the Dawes Plan was to provide an
excellent political platform for the Republican Party in the United States. That party
previous to the last presidential election was able to show the American people that it
had dome fsomething constructive for Europe.
An American politician is not generally a philanthropist and is not elected for

life. As much as a French political person he wants to be reelected. The Republican

party has just been reelected on two perfectly incompatable electural programs, but which

are very alluring to public opinions ~We must protect our industry by a high tariff;
II-The Europeans must pay us what they owe.us.

That pleased people and consequently the Republican party is at the head of the
- Government,

It may be that in 1928 the Democratic: iparty will gain the upper hand again,
will deminish the tariff and thus permit France to pay her debts. But it is fortunate
France does not wait for that distant and uncertain change to enter into negotiations
with her creditor.
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The financial situation in Framce is peculierly difficml$, America take that
into account, and it is to be hoped that the conditions which are imposed on its
debtor will be as favorable as possible, taking into consideration gbove all that pay-
ment in merchandise is not possible, that being the only means that permits the transfer
from one country to another of sums as large as those in question.

It is to he hoped that the French Commission that is coming to Washington soon‘
1§ provided with a large amount of common sensé and of business sense, It will have
need of it for it will meet . there American who are very different from those whom cer-
tain French financiers like so much to entertain in Paris.

The French Commission must remember that America fought by the side of France
because she believed that France was defending the cause of the right, .and nothing

else. At bottom America is not pro-French; she pro-business and considers rightly that

sentimentally in business is ridiculous.

This question of the debts is strictly a business proposition.

Ge. Bendelari G« F. Doriot.
Reports Dept.
Sept. 11, 1925.
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e 1. O
OF NEwW YORK '

: London, England,
CONFIDENTIAL: August 31, 1925.

2l

Dear Mr. Case:

. o

Thig is to acknowledge ©

1€ Ire U
which were received the morning I left

&

Oi' your two cables

UJ ct

> C
Pa

(“J(D

"No. 17 (test 0. k.) Confidential Strong:

ONE Winston advises me confidentially that President
has requested Treasury to furnish him complete
information regarding Lregch financial and economic
conditions. Treasury now workiug on this. lMean-
while Winston expresses hope you may presently be
sending him information that charsacter.

TWO He would also welcome particulars as to loan and

credit relationship which existed between Bank of
ngland and Bank of France during war."

"No. 18 (test o. k.) Confidential Strong:

ONE © No answer yet my cable 16
TWO Directors MeGarrah, Reyburn, Treman, Saunders
present today's meeting. Voted to change bill

rate effective lMonday as per my cable unless

strong objections by you.

THREE They all feel action important at this time and
that it will not necessarily force earlier action
discount rate. Hope you ﬂtree.“

For lack of time, I was obliged to answer both of these
cables by the following open message:

"Case: Considerable information seventeen
already mailed. Will supplement. Answered
eighteen yesterday."

After reaching London, and having opportunity to see
Governor Norman, I sent the following cable from the Bank to
supplement the foregoing one

"Ho. 3 Strictly confidential for Governor Cas

http://fraser.stlouisfed.org/




% London, England

FEDERAL RESERVE BANK OF NEW VORK....8...‘.)..1. 4()

JNE Referring to your telegram
proposed change bill rates.

TW Referring to your teleg
mail next week."

oot off a note to Wins

o

vy I ing that some
time this week I expected to have some figux have some
though ICuUlﬁiﬁf from talks with men intima v informed about French
finances, which I th *ht would be interesting and helpful in connection
with studies. t is the best I can do at the moment, but he will
doubtl already have my earlier Aind I uggested that he
get a of the one I wrote you

(43
6"
@

b

C.‘

’O ,-
Q ”"‘ e @

s 1 I ¢ B ¢ I

0

o U
3

()

Governor Norman and I are expecting the I
day; and my time is pretty well mepped out until ss

Sincerely yours,

ézv : /é, Nibmr% A
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FEDERAL RESERVE BANK

oF NEw YORK

r Mr. C

. o
LOLL Wil o SRS A

ia eneloca Y A mr
The enclcsed copy of my
of what I have, and

¥ LCI- :”‘:fr;;’[‘i"(ji

to in your cable No,

J. H. Case, Esq.,
Deputy Govemor, Federal Reserve Bank,
33 Liberty Street, New York.,

anc,
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U e FEDERAL RESERVE BANK

OF NEW YORK

O F:‘r" ICE CORR
To__ Mr. Case SUBJECT:_

From Miss Bleecker

I am quoting below a part of Governor Norman's confidential letter of

: J =
February 2 to Governor Strong, which covers a matter you have been dealing with

in his absence:

"The cable which Prosser sent me & few days ago maskes the
Polish prospects seem rather hopeful, although Hemmerling's views
are entirely unofficial and expressed by one who is influenced
by having lived in the United States. Evidently Prosser is as
good as his word and means to be helpful. I hope you will thank

"~ him, as in & sort of way I did on your behalf as well as my own
in the cable sent yesterday through your Bank.
' I am now trying to find out, unofficially and privately
and without commitment, what the attitude of the League would be
to such & proposal if it were to come from the Polish Government:
but it is not going to be easy to get anything definite out of
Geneva, "
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5 3 uajestie |
Ree'd April 26th 1926. |
Federal Reserve Bank, 1
| Hew York, N,Y.
\ Testword # 1 | : )
I J H Case "
Many thanks to the gang who seem %0 know my bad habit
L
STROBG
i;
|
i
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Dear lir. Case: |
It was only the day that we left Paris for Rome that I was
finally atlo"u have = lut telk with @ilbert regarding his proposal for
| you to jois him in Berlin. I can well understand how you would bs at-
tracted by the ides, Tt would be sn excesdingly interesting experience.
l You would be asseeieted with a wonderful fellow, and the job lc one well
worth doing. On the other hand, of course, there are disadventeges, the
' most serious. oie Vaing the uisesrbelsty’ ax 4o e future after say tws yeare.
: Another is possible reduction of ineome, elthough comparing living coets
i Berlin with those in New York, I should suppose that you might fiud your-
self rather better off then worse, And then there iz always the Wy ,
of whether you would be guited by the work itself end 1ife in a foreign eity
where you did not know the language. :
I heve 4risd to weigh all the considerations pro and con, just as
e though I were in your shoes and as though there wers no selfish considera-
tions involved, You have doms such a splendid pieee of work at the Bemk,
and Gilbert's knowledge of what you have done is so intimete that I am mot Ry

at o1l surprised at his renewing the suggestion, In fact, vhen we dalked
it over I felt thet he had rether set his heart on it. He thinks that e
the next twe or thres yesrs will be the mest interesting years of all,

- -knaw he feels the nesd of adequate support during {aiu real test period.
Then again, T have o fesling sinee our lest talk that you have been a little

>

restless at the Bank,

!
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PEIVEA 2. Mr, Case. Hay 23, 1926,

How these are the matiers that have been going through my mind
in endeavoring %o write you from a disinterested point of view. I have
mads up my mind that I eamnct give you o very definite view from here.
!ltui.1tmmhuiumror_utobonthmuwuwuun.

Ono reason is uncertainties in uy own plens, which have been made elesr
um\gu.m.mmmtmdwmmm.mmm
mdm&u. IM&.MD.M”MIN&!"M:'“W'%&
P lr.Jty.b.hutm.m“oermutwrwn“ﬂiﬂ-yﬂ-
geet, Imhmyumwumtoaumlmmmm
I"mldhcmllyﬁmnm«uhnmmywﬁq u:mqmu- }
Mlatw.miﬁtisw.pmatthilimm*lﬁlnmﬁoh
judge without diseuseion ot home. Ol
‘ meudumiyeuhln-hnndﬁnhrw
which has Tesulted in your having mmy opportunities te better yourself
thmﬁallyndﬂiﬁlmwuh;nm“torlmtyhmm
- Ehennovillhtmtmmormmtymormnmhau.udtm
' 1% vill be true whether you etay with the Bank or joi Gilbert. Tt may alse
botﬂo‘hhﬂumdﬁ!ddhﬂQOMM-mﬂm”ﬂmw‘”mﬂv
cluded aftoer twe years tl;m would etill bs a ﬂrot’m opportunity in the
System, either with us or slsewhers, but utothat:nmmymng{.'

1 cuppose you know how diffieult it hes been to advise some of our
tdlm&@thmmwm'msmup. Ihcntoutammtﬂm;!
havs been rather selfish about it, mitmhinmmuthtlhw
taken %00 much responsibility, sc my sdviee is to have the jalk as I suggest
and te be perfeetly sure that, whetever you deeide to do, I shall be relisved
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3. Hr. Case. ‘7 a' l’uv

1f you decide not to ge-to Berlin, but I shall not bleme you 1f you do
decide to go. It would be a big “wines® if you did go and would require
& good deal of readjustment in the organization. I hate chenges of that
em.ﬁﬁmmmmmm.mzm"mwummm
WﬁyofMWMﬁmmm»ﬂomn‘wmmm
uammuummua.mmumtmwmamm
thanmm

lr.ﬂﬂhﬂaﬁdﬂuthommtnahm uxm-m.mm'

'rudmminnph time. Idou'thkutonmdmtlmwmnw

eemﬁ.m usm.mameo».mummmrzmnmm

hwmymm"“' -
wmumuwm.mmwmm-mm

at the office. ' :

lr., J. H, Cage, “

¢/o Pederal Reserve Bank,
New York.
BG:

; -
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Hotel du Cap d'Antibes,
Antibes, Jume 8, 1926,

Dear Ur, Case:

I notiee in the minutes of the Officers lMeeting of May 24th
thet we sold $35,400,000. of Jume maturities of Governments to J, P
Morgan & Company, delivery on June 14th, The reecord does not show
thet this {ransaction was submitted to the members of the Open Market
Comnittee, of whiech note should be made in cur mimutes. I presume they
were communicated with, but we ought to have a reeord of it.

8incerely yours,

Mr. J. H. Case,
¢/o Federal Reserve Buk of New York,
New York.

-~

BSsN
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REZCENTm

| JH 181628
- BENJ. STRONG ‘ :
e Hotel du Cap d'Antibes, = %= &% &, }Mo
Antibes, June 29, 1926. Qe - »;) ) q

-
-

Dear Mr. Case: U{/

Thank you for your letter of June 8th with thevintereéting account
of the Treasury snd money market matters. This was & novel experience for
both the Street and the Bank, In fact, I do not suppose we have had a quarter
day now for nine years when we did not have a lot of borrowing to do. At least,
it will have the effect of increasing our experience and giving us a better tech-
nigue. I sometimes feel worried as to vhat position the Bank may be in when the
time comes for the Government to clean up its floating debt entirely.

Of course the outcome of the Pascegoula case is fine, but I would rather
have had a decision of the Supreme Court on the merits than a decision by the Cir-
cuit Court of Appeals on the merits with the Supreme Court simply denmying a writ.

I am relieved about your decision, as you certainly must know that I
would be, and will write you more personally about it when I feel moved to de
gome handwritten mail,

Mr. Warren has been very helpful. He is perched in Paris watching what
happens there and keeps me posted from time to time. I am writing Mr, Harrison
today sbout his reeemt vieit. So that you may all have everything that comes to
me, I am having his letters“and memoranda sent on to you as fast as they come in.
They will give you atmosphere which will be helpful in considering anything that
develops out of the new Ministry.

Best regards to you and all at the Bank.

Sincerely yours,

Mr., J. H. Case, ’
¢/o Federal Reserve Bank of New York, ” ; F ' 3
New York. = w
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Hotel du Cap d'Antibes,
Antibes, June 29, 1926.

Dear Mr, Case:

When the reports ceme in showiag a considerable inerease in the borrow-
ings of the First Netiomal Bank, end at ome time a very large ingrease, I thought
I would 4ry my hend at o letter to Jack Reynolds, explaining to him exastly how I
{folt about it. I have boen holding it since it was dictated, so as to wateh the
reports end see whether or not borrowing justified sending it. The reporis of the
last few weeks indleate that it would not be desirchble to do seo, but I am sending

the letter Lo you, s ¢ that you end the cthers may read it, quietly and priwately,

and uge it as an expression of my views of what we should say to the First National

in case it is neeessary to digeuss this metter with Mr. Reynclds. On the whole,
I think it ie better not to send the letter anyway, but I am clear as can be that
the $ime hes come 10 have e distinet understaxding with them that they sammot
lend our money im the way they have in thé past,

Singerely yours,

My, J. H., Cese,
¢/c Federal Reserve Bank of New York,
New York.

BE:M
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OF NEW YORK '
7/
4 Hotel du Cap d'Antibes,

Antibes, July 9, 1926,

Dear Mr. Case:

I have read yours of June 24th with the greatest possible interest.
It gives a fine deseription of the situation, and I think I understand just what
has been doing.

If you succeed in fixing up the inconsistency about the rates charged
and received on the quarter days, it would be a fine thing, It does not make a
good showing on our books.

Will you also thank Dr. Burgess for his letter of the same date, which
I will not answer separately. You might tell him that I received an invitation
from Mr, Lombard in rather flowery terms to become & Vice-President of the Stable
Money Association. He has annoyed me so that I wrote rather curtly, I am afraid,
that I was so out of sympathy with them that I could not accept the invitation.

Also, will you tell Mr, Harrison that I will try and keep him better in-
formed by mail of the way things are going here, but changes from day to day make
a letter out-of-date almost before it is mailed, so I shall not attempt it until
there is an outcome one way of'the other,

My best to all at the office.

Sincerely yours,

Mr, J. H. Case, f%X{’

¢/o Federal Reserve Bank of New York,
New York .
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CHIEF FOREIGN OFFICE WASHINGTON{ D. C.

PARIS MUNSEY BUILDING / 7 7 é
10 SQUARE DESNOU - g 7/
.o BOULEVARS;‘;;:;?) WHALEY-EATON SERVICE
d "“A CAPITAL INSTITUTION" TELEPHONES:
CABLE ADDRESS: W HEAT FOUNDED 1918 SERANIEN {;ggg
P, Svee.
B TN
American Letter No. 410, July 10, 192?.’“ s S
JUL i 5 || "
A11 Rights Reserved. For Clients Only.

i

Dear Sir:

5. VWORLD BANKING SOLUTION: Gox}ernors Norman and Strong have formulated a plan

which will be offered o the various Governments as the formula on whieh the
banks can undertake world stebilization. It involves:

a, Revision of the Dawes Plan so as to make the Dawes Annuities,
in their reduced amounts, well within the capacity of Germany
to pay, thus reading value into the Dawes Bondss

be Clearance of all war debt payments through the institution to
be formed to receive the Dawes payments and securities. This
at once settles the whole question of a safeguarding clause
in the French Debt Settlement, for the new institution automat-
jeally would safeguard transfers. It means, whatever the tech=
nical explanations, the close tying-together of Debts and Rep=
arations, which is what Burope all along has urgeda

ce liodification of the Debt Settlements, including the British
Settlemente

Governors Norman and Strong are not authorized, nor do they wish, to
make political settlements. They can state the~terms on which bankers can
achieve results. An undertaking so momentous as this cannot promptly be ob=-
tainede "Key" experts are being detached from the Treasury and the State and

Digitized for FRASER . ! . .
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4. 7/10/26+

Vhile Mr. Mellon is in Europe the situation will be ready for hims Our inform=
ation is that the scope of the plan has become so far-reaching that Congress=
jonal action may be required. A special session would be summoned, if events
seem to require. lr., Gilbert's decision as to Germany's capacity to pay will
be taken at virtually face value. The time now set for the big things to hap-
pen is September.

COMMENT: The plan, so far as our information goes, does not involve extensive
Federal Reserve credits, except as they may incidentally arise in commerces
Gold backing for the new institution will be requisite, but it can be accomp-
lished largely by earmarking. The best authorities in Washington have slowly
reached the conclusion that the simplest and fairest course for the present
franc would be for it to follow the course of the mark, and they suspect that
has been Briand's only hope of bringing the French public to a realization of
conditions. The new plan will probably call for a new gold franc, at the pre=~
war par. It will be surprising if France is immediately ready to acts Politi-
cal advice is that the situation in Paris is not yet quite ripe. It will be
noted that when the plan is announced it will mean that all conditions have
been accepted, whatever the politicians publicly say, and that it is going to
work suceessfully, if the judgment of non-political banlking experts means any-

thing.
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Hotel du Cap d'Antibes,
Antibes, July 13, 1926.

Dear Mr. Case:

vam:fwymrmmolcttorofmum. I found a great
deal of difficulty in writing you, as you may well imegine, partly because I
was not able to talk things over with you and get a thorough understanding of
what was in your mind, as one does by question and amswer, end partly because
T was torn between comsiderations applying particularly to myself and to the
Bank and those which applied to you and your own desires. Of eourse, the im-
portent thing is for your decision to satisfy you, and the relief which you felt
yourself when you had decided is probably the best evidence that you have de-
cided wisely.

Mr. Gilbert has written me about it, end he and his wife were on their
way here to join us for a couple of weeks, but unfortunately Mrs. Gilbert was
suddenly taken ill in Paris and they are now waiting to see whether she must
have an operation for appendieitis. I shall be leaving here in about a week and
of course will see him in Paris. I will write you after I talk with him.

Don't you worry about the “gray" days. We all have them. My omn are
more frequently black than gray.

Now the nmews you send about Mrs. Case disturbs me very much, If it
turns out to be malaria, then I don't believe you need have any anxiety, for it
is one of our ailments which is gradually succumbing to scientific treatment.

I shall write Mr, Jefferson today and certeinly hope that he will do
well with the new organization.
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2. Mr. Case. July 13, 1926.

Again, many thanks for your letter. I so appreeciate your writing
me fully and frankly.
Best regards to you and all at the office.

Sincerely yours,
o
Mr, J, H, Case, ‘
¢/o Federal Reserve Bank of New York, ‘i!
New York. i;
|
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Hotel du Cap d'Antibes,
Antibes, July 16, 1926.

Dear Mr. Case:
/ Referring to the enclosed letter, X-4629, giving the Board approval of
a recommendation by the Open Market Investment Committee that Third Liberty Loan

it sug- /‘;w j‘

gests that this was submitted by the Committee to the Board for its approwal. V"O 5‘

bonds be included in those covered by the repurchase agreement practice,

No such procedure on the part of the Conmittee is necessary or desirable. If the
Federal Reserve Banks have the right to make contracts of repurchase such as we do,
it naturally extends to all types of Govermment securities. I sincerely trust
that the Committee has made no such recommendation to the Board. It confirms the
impression in the minds of the Board that the Federal Reserve Banks must first gain
their permission before it is possible for them to exercise their statutory powers,
and I have always teit that it was a tactical mistake to ask permission from the
Board to do things which the statute expressly permits us to do without their
authority. Won't you talk this over with the officers of the Bank and write me
just what the situation is.

I have been having a delightful time here the last feiv days, because I
have been feeling so much better. Governor Norman unfortunately has to leave to-
morrow, and were it not for that I would be tempted to extend my stay for another
few days, tut as I am planning to be in Switzerland the first of August to meet Mr,
Mellon, I shall leave on Monday, the 19th, anyway. This iill probably enable me
to go to Switzerland some days in advence of his arrivel, so as to have our visit
with the officers of the Swiss National Bank.
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/£ BANK OF NEW YORKe........ et = s Mr, Case. July 16, 1926.

I was surprised the other morning, at about 11:30, to have Treman's
card brought up to me. That is the hour that I am usually dressing in the
morning, so I had to keep him waiting end had a very short visit with him, as
he was on his way to Nice and Monte Carlo. But he gave me a good report of all
at the Bank, and I was glad to hear that you were all well and things were reas-
onably quiet.

Please give my best to everybody.

Sincerely yours,

A/L; ]?vm; 3

Mr. J. H. Case,
¢/o Federal Reserve Bank of New York,
New York.
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Hotel de 1'Burope,
Ansterdem, August 3, 1926.

Dear lir. Case:

I was amused by the comment in the minutes of the Officers’ Muﬂ
of July 12h in regard to iir, Wax Radt. If ho wishes to take the matber up
with Governor Crissinger, Col. Mac Intosh mdfmiéﬁt cuum, let him do so,
IartIthinkh.ahwldhumsdthntmdatpmoodingtindomgooanddm
result in our having instructions to be a great deal more particular in regard
40 his borrowings, etc. than we have been upon our own initistive alone.

Sincerely yours,

Mr. J. H. Case,
¢/o Federal Reserve Dank of New York,
New York.

BS:M
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Hotel de 1'Burope,
dnsterdam, August 3, 1926.
Dear lir. Case:

-~ You may have learned that while Mr. and Mrs. Gilbert expected to come
to Antibes for e visit, Mrs, Gilbert was suddenly stricken with sppendieitis, hed
40 have an operation, and this m done last week and wes entirely oueuufni.‘
But I did mot see Mr. Gilbert until resching Paris, and taen we left almost at
once to meet Mr, Mellon,

He was terribly disappoﬁhd at the answer he got from you, and I am
not writing to suggest any ehange in your deeision, tut T thought you ought %o

“know how disappointed he wes and apparently how earnest he was im his desire o
have you join him, .

There was not much that I could say, for your ce.ne and letter to me
indieated how final your answer had been. I told him that T did not think a
leave of sbsence eould be expected; the time is too indefinite, and when a man
left an organization like ours, the ramks closed in and it was very diffieult to
rearrange matters a year or two later so as %o avoild injustice and disappointment.
T did think that, wers T %o resign, it might be that the Direetors would feel that

‘ this did not a_omnrﬂ.y terminate the possibility of your becoming my suecessor, /

although it would likely reduee it. Tt would depend upon whether they felt that
' you wers the one for the job, in the first place, and next upon whether a long
absence might not have created a situation where someone else would be aﬁitid
%o the promotion. 2 hi)
UK e vetiing Gl Sepunen 5AMSEE you sught Sv Soms sunehii sl e
pired and espeeislly to know how Mr. Gilbert felt, as that is indeed & bit of &
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2. ur. Case. August 3, 1926.

_ satisfaction in itself. This business of being sway from home is mot all
that it is “erasked up® 40 be. I miss the Bank end would like %o be back
there right now.

With best regards,
Sineerely yours,

¥r. J. H. Case,
¢/c Federal Reserve Bank of New York,
New York. :
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November 8, 1928.
this morning
The following message came/From Governor Strong, pencilled

on one of his personal cards: H. A. Burke.

"Dear Mr. Cases:
The flowers are wonderful but the message is the best
of all. My love to sverybody. See you all soon.

B. 8.F
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Biltmore, M. €.,
February 13, 1927.

Dear Mr. Case:

Recent discussion of a possible change in our rate has led me %o
go over the data which has been sent me by Dr. Burgess, with a view %o writing
you this letter as soon as ¥r. Hoore arrived.

The object sought to be accomplished by the rate policy, and even
novs by sur epin smrhed puliay, of e pieh Puw yendw Sush U6 g fu sied 1a
connection with any propossl just mow to reduce rates. In other words, unless
x-am-.mmmummmmumrm.mm
thnau-mlpohtofvlﬁ. :

After the Yiguidation of 1921, the various Reserve Danks, with the
possille exception of New York, purehssed large amcunts of Government securities
in order to mske earnings. The motive of the New York Bank was quite differemt
from this end was designed, as you kmow, in order o give us & betier hold when
leter needed upon the credit situation as & whole, and especizlly to enable us
to offset the quite probeble menace of excessive gold imports by lster sales.
These purchases resulted in a period of considersble ease of money and, whether
by coincidence or otherwise, there was a considerable business revivel at sbout
the same time. In fact, late in 1922 snd in the early Spring of 1923 it looked
ag though we were to have a runaway speculation both in securities and in com-
modities. At thet time the Reserve Banks liquidated almoet all of their secur-
ities, o thet by early 1923 rates had stiffened a grest desl; Gur diseount
rate was then at 4} f, market rates were 5% to 67, and there was quite a bit of
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,2/ 2. ¥r. Case. 2/13/21.

liquidation in the stock market and considerable pressure for funds from
time to time, although mothing psmicky. Throughout that year, and especially
by the late Fall, there developed & good deal of unemsiness about the general
mﬁmhﬁ?m.w’mmﬁutﬁcﬂti-d
mrmm,-umnnn—nm&mmmmm
d-wmmummmmhmm
umm.umhwmmmum.m
turing.

In the late Fall end Winter of 1923 we undertock large purchases of
mu.mmmwmummmutm.u
the objects then to be accomplished were definitely the following:

mummmoffmmmmmmda
mu“uﬁmmu; by ereating more of e borrowers' merket in
mnmmmmum'm;

{2) To lay the foundetion for reducing rates and giving some stimulus
to domestis Susiness;

{3) To open our investment markets to foreign borrowers and by so do-
ing errest the flood of gold imports which we were then experiencing,= nd if
possible lay the foundation for resumption of specie paymenmt im Burope.

There were other considerations at first, but these were the principsl
ones. Tt resulted - or else slmply by eoincidence, as is claimed by some,-there
developed a rether happy outeome in sll three of these respects. I have been
inclined to attribute the errest of bank feilures, the business recovery end the
mmmmmxmmﬁumummu
our policy then others have been willing to admit, but at the least, I think it
must be conceded that, had we not adopted this poliecy, despite everything thet
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’ o_. A 5 Hr. Cese. 2/13/27.

T might have ocecurred, no such outcome would have been possible. We sue-
ceoded in getting our dlscount rate ss low s 3f, and sines that time, in
faet since 1923, we have been lending over = billion dollars a year to foreign
borrowers and all but three important countries - Franee, ITtaly and Poland -
have recumed in greater or less degree specie payment.

There have been ups end dosns in businese, some changes in our dis-
erest retes im 1924. In fact these changes, which have been largely attrid-
uted to the fluctustions of speculatiom im stocks, real sstete and building,
are probably the oseillations, to borrow an expression of Malthus, which are
characteristic of business at eny {ime, but the main point is thet we have had
a period of stability such as has not been experienced in this country singe
the commencement of the War. Bul with the changes above deseribed, from a per-
lod of soms hasard end uncertsinty to those which mow prewail, the question is
whether the cutlook justifios e rate chemge at the present time and what is $o
be accomplished by such a change.

As to domestic conditions, all the figures that have been sulmitted
to me and even sllowing for the inevitable lag betwesn the facts at the moment
~ and those exhibited by statistics, I cammot believe that there is anything
slarming or even doubtful at the moment in the business outlock, exespt that
which is exhibited by the considerable decline in the walue of farm productis.
4 reductlon in our rete, in my opinion, would have no influence vhetever upon
those prices. Our mills are busy, lebor is fully eupleyed, and mensy is
neither unduly easy mor dangerously tight. 4t the present levsl of interest
m.nmmmuwm_uw.umumum-
fiMMdmnm:Wotﬁm The active
ummmmd.rqmunmmm
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)?, 4. Nr. Cage. 2/13/27.

seems to have been arrested for the moment. While we ere getting some gold,
it has not yet developed enmy strain upon the foreign benks of issue, certeinly
mot enough to justify o change in our rate policy. Sterling in fact has been
-hatmmm:nmamm-um.wm

mmgcﬂmbu“““h“ﬂh“mhn

%Mﬁn@ﬁﬁﬁmm’. The fears approhended by our British
friends that the period of payment for eotton, foodstuffs cte. by Bnglend would
muh-mmwmwmmmnmm

-mrmu-s nmm,:mnmmamwwnm
of lower rates. There are, however, some rather strong arguments for not re-
aueing.

First among these, I would jut the question of foreign loams. Our
wmnnommmaawn«mmmmﬂ
wmmmwfammtwmamm
of sbout 750 millien dollars a year, thet is, interest and smortisstion. Add
to this psyments being made 0 our Government by foreign Govermments snd it
| ‘brings the total to near a billion dollars. Thers might have been considerable
muummmnnmnmamumm.m.wuu
| besn that during the lest six months there has been a very heavy return flight
of eepitsl from this eountry to Burops shich has furnished dollars to foreign
m-ﬂmmmummmmuwmum
the charges on these losms. That movement will of course stop in time - thet
is, it 9111 erhaust itself and no lomger furnish the mesns of meking doller
m. anunﬁmmmm,“mma-
ists to repey the rather large amount now owing to the Reserve Benks will be
relieved until momey rates ease off, as in time they mey, and T would fear
that the surplus benk funds which are 1ikely to accumulate from now on, in-
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< / 5. *0 M m. |

stead of beiug applied o repaying the Reserve Banks, would seek en outlet
in these new losns snd the tendensy for the banks of the country to invest
their money would be wawholesomely stimulsted. ¥e must not overlook that
during the last few years investments by the banks of the eountry have in-
creased by s good many billion dollers, snd this is not slways a healthy sign.
The Mgh rates of interest paid by forelgn leeas present & strong Iricenent
for member banks %o buy 6f, 77 end 87 securities and borrow frem us at 4f.

, (z)mm«mmummmm
we had in mind in 1924 invelved, es we then reslized, eonsiderable risk in
bringing on speculation in securities and other thisgs. The risk was justified
by the grest objeris to be attained, and I do not for a moment regrel thet we |

" 4ook them. On the other hand, as to specie payment abroad, those objecte have ‘
been accomplished exeept as to Frange, Itely end Poland. With the exception of |
Polaﬁ,mlargcﬁamtlamvﬂlmhmﬂiﬁcmd
specis payment. Damk credits will probably be sufficient, except for pomsibly
e §50,000,000 loan for Poland. So there is mo particulsr object to be nccom-
plished by low rates as to Ruropean restoration. | »
{3) 12, as seems 40 be the ease, the conduct of the country's business
et ite presemt volume and at the present level of prices is adequately supplied
with nll the credit snd gll the curreney needed, 1 can see groat advantages to
be gained by going into the period of easy moncy this summer with a 4% rate and
with ample indueement to the benks %o use surplus funds to reduce the emount
borrowed from us, thaet is, from all Reserve Banks. With ow earning assets at
& billion dellars and with a considerable reesnt eddition to our gold, it

Mhsumtuminwhm-mm&adﬂhhmm,a
et lsast a surplus over whet would be required during the dull summer period,
end cortainly that surplus is better used in repsyments to Reserve Banks then
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6. Hr. Case. m.

in inducing any Stock Exchsnge speculstion.
 vhen Nr. Woolley and lir. Reyburn wers here, ve had & 1it4le discus-
sion aloag those lines, and I took the position thet my mind was open until I
knew move of ithe facts, Wi I thought et the time that a rate reduction would
utuﬂumn:mmmmm"&ﬁhi
mwmmmmm mummmw
muummm.-wxmmm.mnumm
dtin.:&htlﬁamﬂnﬂumthlu!dmwm«bﬂ
to us aluost emtirely, xmhwmsmweﬁ-n
u'smamummm;nmmm.dm
mrr-gﬂﬂuﬂﬂwm%hﬁ!wﬂuﬁh%ﬂﬂm
got down o a peint where every bank that is borrowing from us will be induced
nmumrmam--um-mh-m.

v ‘-xmatmm-1m“ummmmmm
Burgese alsc feel this way. The isporiant thing now is to present the picture
to our directors in graphlic form,shich I beligve has beeon done, as well es in
Wutu:,mwlﬁlhmum M'tmhluhu
MNM“NMM“.“I&&MWW“
mwum&mum.

wwumum'ﬁ.w-ﬁumw.
Sincerely yours,

.org/
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P. 8. - In reading over the mad page of thie leiter, I notice
that I omitied to refor tc a yery W‘t object of our policy of 1923,
namely to seek Lo protect our export irsds by opening our markets to ter\iép
borrowers. This was in fu.ct‘m of the principel arguments used in Vaghing-
ton, shere it was effective because the class most ufimly affeclod by
inebility of Rurcpe to buy cur sxports was the fa.mori.
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Stuyvesant Road,
ﬁi&:,%ﬁ'hmm 20, 1927.
Dear Mr, Case:

Yours of the 17th reached mwe yesterday and I am delighted that
there is a prospect of having a visit with you.The last of this week or
next woek, I am expecting Mr, Harrison and Mr. Monnet to be here with me,
and probably the roud; Anbassador, together with Mlynarski end his compan-
ion, will be here stopping at the Qouatry_mub. all for the purpose of dis-
sussing Polish finance. ‘ ' N

Ihv,'hmlwkiazamth;mtom&atnﬁot.tﬂrm.
would have by motor. It looks as though it would be about 250 miles. The
roads are indicated as improved but not paved, end of course they are very
hilly. I do not know about the train service; | that you would have to look
up.

I would be delighted to have a visit with you, end if you eannot
make it mthh trip, possibly you could make a speeial trip down later.

I will leave it entirely to you, but won't you let me know by telegraph on
receipt of this, so that I can meke plansg?

1 an uriting you at the Bank about the organisstion matter, which
seems all right. It certainly is time you had a rest, and I an delighted
that you can arrange to get it. I always feel guilty whem I am away myself
and ;htcrnro with a reasonable amount of leisure for those who are doing most
of 7&. work. Just nmow it ie particulerly hard on sccount of Mr. Jay's ab-
gon""". I would like awfully well to talk over all these matters with you

i
q:az,uy at the first opportunity.
; S8incerely yours,

¥r. J. R, ﬁc_&ﬂe,
Digitized for FRASER
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Stuyvesant Road,
Biltmore Forest,
Biltmore, N.C., February 27, 1927.

Dear Mr. Case: / _ ‘
/ |

Yours of February 25th just reacyfé me. I am so glad youihad

a good rest. It would have been too mucd a sacrifice of time to have
made the trip to Asheville, as I now reglize, although I did not when
I wrote you. The plans for my week-gnd visitors changed almost every
day, end finally they are not reach here until tomorrow, so we would
have had room enough at the house for you to stay. But I wanted to make
sure you understood that, when I wrote you, the plan was for them to come
down et the end of last week.

There is no news to sepd you from here, except that I am getting

along about as expected, and day before yesterday had my first walk. It

was not very long but give me aifeeling of satisfaction that, at any rate,

I had not forgotten how! %
‘ %

Just as soon as Ii%mcertain about my other visitors, which may

include Mr. Reyburn, who is tﬁinking of coming down for about a week, I

will let you know and see if we cannot arrange for a little wisit here.

I am very anxious to have the opportunity, if you can meke it.
Sincerely yours,

Mr. J. H, Case, %ﬂi 7?£l;¢;%g/”

33 Liberty Street,
New York City.

ederal Reserve Bank of St. Louis
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March 14, 1927.

Dear Mr. Case:

Hy. Harrison hae sent me a copy of his memorandum to you
of March 9 with regard to our visitors from abroad. You may explain
that everyone of these gentlemen are warm friende of mine, and a® to
Dr. Vissering and Prcaidqnt Bachmann, I am under a good deal of
obligation teo them because of many omrﬁuiu and much hospitality
which they have shown me when I have been abroad. Dr. Vieeering
speaks English very well; Mr. Backmamm, K fairly well. They are both
anxious to get a thorough acquaintance with the Reserve bank. I
really hope we can give them a good reception and make them feel at
home, and that we have made something of a fuse over them. Confi-
dentddlly, I have a feeling that Dr. Vissering is getting a bit old.
He has recently married a second time and I imagine 1is here partly
to make us a visit and partly as a wedding trip. His wife you will
find very charming indeed. I met her in Holland last suuwer before
they were engaged. 0Of course, Dr. Viesering has a very high position
in Europe. President \Baclmamn. however, I rank very high in ability.
He is a quiet, conservative Owise, from the German eside of Switzerland,
as distinguished from the French side. He has had a splendid record
in the bank iiaec his election two years ago, and I believe is one of
the coming men in Europe in central banking.

Mann, of the Bank of England, ies a fellow to turm loose
in the bank, 8how it to him from top to bottom, get him interested,
and give him a good time. He is an Irishman, and I guess he would
enjoy it. Spencer—ﬂnith.h a quiet fellow who has been doing at times

- special work for Gevernor Norman in con-<¢ction with Buropean matters.
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2 Er. J. H. Case

He is one of the young directors of the bank, but a fellow of consid-
eérable ability, and his influence in the bank is growing.

I am sorry not to be there to give you a hand with all of
these visitore. If my plans are approved by Dr. Miller, to whom I |
am writing, I shall be in ¥Few York for a day or two about April 1.

Then I want to spend a couple of weeks in Atlamtic City, amd after
that go back to New York fer a very geantle intreduction te work again.
This is the best I can forecast before I hear from the

doctor.

Sincerely yours,

¥r. J. Herbert Case,
Federal Recerve Bank,
33 Liberty Cftreet, New York.
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OF NEW YORK

OFFICE CORRESPONDENCE Date_ March 15, 1927

| 1o Mr. Case

o—

SUBJECT:

[ FromGovernor Strong

I am enclosing copies of some memoranda sent me

by Mr. Snyder, which I think-you and Mr, Higgison may like ‘to

read. 7 /fij%

»

e
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Harch 16, 1927.

Dear Er. Cace

Vour telegram bas Jjust ecome, He sure to geti

4

4 & 3 - L T ee— B d i . $ - - = A o2 Yras a :)_
off the train at Biltmore, which is juet before Asheville.

Phil and I will meet you on arrival Saturday morning
10:10,

Zingere Ly

¥re. J. Hexbexrt Case
Federal HReserve Rank,
33 Liberty Streeil, Hew Tork.
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OFFICE CORRESPO

To_ Wr,., Case

DATE March 25, 192_7

SUBJECT:

From_Governor Strong

I am returning the repoert on foreign developments, and
wish you to note the underlined figures relating to France and
those relating to Hungary, which are obviously incorrect. I have
a feeling sometimee that figures of this sort are prepared by hand,
turned over te the typists, and then sent out witheut comparisen,
and typographical errere occur which render the reports either
misleading or useless.

You can well see how the omission or the addition of
three cyphers such as those relating to French foreign trade make
a report very puzzling.

Would you mind speaking to them about it and ask if they
cannot make arrangements for careful comparisons.
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Nl J' Hc c.
ofF New YoRrRKk

Royal Hotel,

Evian-les-Bains, July 3, 1928.
PERSONAL
Dear Mr. Case:

This is a very belated reply to your fine letter of June 7th.
Thank youbvery much for the full and interesting reports. I am especially
gratifi;d by your interest in the Princeton Collection. It is better for
me to discuss the matter with you on my return than ;o attempt to cover it
by correspondence,

Your letter is now so old that there is nothing especially that
I can comment upon, beyond what I have written in a personal letter to Dr.
Burgess, which I hope you will rqéd, and one other matter not directly men-
tioned.

The report of the Federal Advisory Council includes & recommenda-
tion to turn over all holging of Government securities by Reserve Banks to
the control of the Open nérke Investment Committee. Apparently the Com-
mittee has taken no action. \ jMy view is that, as to any general investment
account by the Reserve B;nks, that would be a wise thing to do. On the
other hand, it would be most unwise if it appeared to be defeating the
purpose of the Federal Reserve Act expressly providing that the Resefve
Banks are authorized to deal in Government obligations. Dealing in Gov-
ernment obligations is one thing quite different from accumulating a large
investment account which has an effect upon the money market and cannot but
affect the general policy of the System as a whole. It seems to me there
are three possible ways of dealing with the subject:-
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» 3. Mr. Case. 7/3/28.

FEDERAL RESERVE BANK OF NEW YORK

-

The most extreme method would be to have all transactions in /
Government securities conducted for account of the Committee and all ?zgfl>/-
holdings subject to the Committee's general jurisdiction. This I would
not favor.

A second method would be to endeavor to compensate purchases or

sales made by Reserve Banks individually, by offsetting sales or purchases

s

R st -
“ —ox

made by the Committee acfgffffngg—;:-zzzlude those private holdings in

o s ti————

the apportionment in some way, so that no Reserve Bank would gain any par-, ’

PR

ticular advantage by a separate investment account This is difflcult to

————.

— B
SNy

do and might result in conflict of oplnion within the System,

A third plan might be to leave the Reserve Banks quite free to
deal in Governmment securities by themselves with their member banks,
with the definite understanding that any permsnent holdings would only be

~ acquired through the Committee and be part of the COmmitteg's regular ac-
count, such other dealings as were con@ycfed by individual Reserve Benks
being purely temporary in the intere?f(of members. This last suggestion

I 1ike the best. /

While I had a rather harg time for a while, since arriving here;
as Mr. Harrison doubtless explaingd, there has been a marked improrement in
the last week or so, espé-cially inee Dr, Edouard Rist in Paris gave me some
very good advice, and I fedl encpuraged that when I sail for home on August
1st I will have a good repork tof make.

Please give my best Yo} everybody at the Bank. I hate to be away
and not write regularly, but this time could not avoi& it. And again, thank

you for your fine letter.
8incerely yours,
Digitized for FRASER

Mr. J. H, Case, P
23 Liberty Street, )
New York.
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Royal Hotel,

Evian-les-Bains, July 19, 1928.
PERSONAL
Dear Mr, Case:

I was delighted to have your letter of July 6th, which came
yesterday and which gave me a fine budget of news, all of which I enjoyed
reading.

It is deplorable that Chicago is unwilling to teke a more "System"
point of view ebout rate changes and our policy generally, and it would
have been far better had they and we exchanged views before they made the
inerease. Mr, Harrison's cable gave me so little up-to-date information
that I could only have a snap judgment as to our own proposed increase.

After reading the material you now send me, although still feeling the
need for more of the atmosphere of things at home, I have the impression
that it might have been a little better for us to have delayed the change
until other Reserve Banks had increased to 5% and the pressure of borrowing
from us in New York had further inecreased. This view, however, might be
quite different if I f&unq that Government financing eand other like matters
would have tied our hands for & considerable period.

I have sent for the copy of the "Statist™ containing Dr. Miller's
article. If it is as I surmise, it is a most unfortunate development and
indicates his unwillingness to cooperate in executing the views of the
majority of those who run the Federal Reserve System. If each of us rushed-
into print with criticisms of the decisions of our associates in that fesh-

ion, it would not be long before Congress would rip the Federal Reserve

13




2. Mr. Case. 7/19/28.

FEDERAL RESERVE BANK OF NEW YORK

System all to pieces, and frankly, it strikes me as disloyal and dangerous
in the extreme.

What you write about the Banecitaly Corporation affords me the }
opportunity of being really unpleasant and saying "I told you so". I
would not incline to be lenient in the matter of distribution of the stock

of the Bank of America. Those folks had ample warning of our views, they

oy S,

took no steps such as prudent people might have taken, and now with Giannini

ill it is not a situation to regard with equanimity. I em glad the bubble

has been reduced without eny calamity resulting. The best thing they can

o

do is to strengthen their cash position, even though it involves taking

some losses. They ought to convert some of their securities and buy Gov-

B

ernment short obligations, and be ready for any stormy weather that arises.

If they do not do that, then they may indeed face & serious time. I was

g

so emphatic about this at the time the Bank of Americe matter arose, and

RO

in fact in the earliest interview with some of our friends who ecalled to

e LT

discuss the proposed trade with the Jonases, that it is hardly necessary

for me to reiterate now. We don't want that outfit in New York, and what

SRR ZTCT R TR

% we do went, and as promptly as possible, is to see the Bank of America
.T owned by actual bona fide- stockholders and entirely detached in the publie
i mind from being complicated with the affairs of the Baneitaly. I do hope :
we are firm with them in dealing with the situation. PURSGGEE..
R —— It was a great shock to learn of Arthur Salomon's death. He
has been a loyal friend of the Bank's from the beginning, and now you will
need to review the situation and make certain that your contacts and ar-
rangements are as satisfactory as can be made with someone in his place.

What you write about the Princeton Library Fund is most inter-
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e ¥r. Case. 7/19/28.

. RESERVE BANK OF NEW YORK

esting. I will telk it all over with you when I get back. You cert-
ainly outstrip me hendsomely as a money-raiser, for I am a mighty poor
hand at it.

I em sorry to be away while all these interesting developments
are occurring, but I have been having a rather interesting time myself,
with various visitors which so far have included: Dr. Schacht, Dr. and
Mrs. Vissering, Dr, Bachmenn, Mr, Dewey, one long visit with Sir Arthur
Salter and his associates in Geneve, and today I expect Governor Franck
and tomorrow or day after Governmor Stringher and his son.

Please give my best to all at the office., I will be seeing you
now very soon,

Very sincerely yours,

., borc

s £io stam Ao mach o Tt 4w

Mr, J. H., Case,
33 Liberty Street,
New York.
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