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Keep Confidence of Public
Throughout Period of

High TensfI~ |, f
New Homes Are Planned for
Financial Institu-
tions Here.

Jijtifce «n»uJ#'"*h4w**«ea

1914 wBill be memorable for Its test
of the attitude of tha citizens of the
country toward their financial insti-
tutions. Never before in modern
times have come to sudden and so
complete a trial of confidence. In
the test the strength of the banking

situation was made manifest; the
banks kept faith with the people.

W ar was declared. Throughout the

world there was clamoring for gold.
Nineteen countries legalized delay in
debt payment. Foreur;n governments
found it advisable to lend their credit
and cash to their banks. The crisis
began with the first shock at the be-
ginning of August. )
_ At that time the American bank-
ing situation made mild _response to
the world furore in a tightening of
the whole money market. The Ameri-
can stringency ~continued for about
three months, being accentuated by
the fact that many millions owed our
exporters and bankers by Europeans
were temporarily uncollectable be-
cause of moratoria. Notwithstanding
the postponement of settlement of ob-
ligations to us, we fpald our debts to
foreigners as they fell due.

This was a herculean task, done
through_ massing of gold by the
banks. They financed New York city’s
$80,000,000 " notes maturing abroad,
and In payment of other debit bal-
ances shipped millions of gold to Ot-
tawa. there to be made available for
the Bank of England. In addition
they furnished what was needed to
aonserve the wealth of the cotton In-
terests of the south and stand ready
to make the cotton loan aggregate
$135,000,000. =

By the beginning of November the
American money situation had re-
axed, and the process has continued
jver since. Throughout it all the at-
itude of this country has been one
>C caution and waiting, not of hys-
»ria. There has been no banking
nortality of importance, and little
veil of minor significance. We
hipped in the year $225,000,000 gold
broad. As a supreme trial of the
ituation, we put into effect a new
lanking system. The transition was
mooth. and from the begmnm% of
November on the process has been
me of upbuilding 'in the entire fi-
tancial and business structure of the
nation. i X X
At all times since the foreign con-
jict began the American bankers
Ii ither asked nor needed government
"'nport. The total of ‘emergency
neasures adopted here consisted of
he issue of additional currency,
,nicli always is needed in times of
rosEerlty and depression—the closing

the stock exchange after the rest
if the world had made this the one
telling market—the exercise of ex-
reme conservatism in making loans
;nrother than necessary business uses
.-and the application of the sixty-day
ule as to savings deposits for pre-
caution sake, but for rigid enforce-
nent only against prospective specu-
itors.
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r tte.t p*ct of the itld-
— ~ Currency outstanding
s being retired week 'by week; the
took exchanges are open and the
w“w York exchange alone presents
a problem for the future in the maln-
1nance of market value of inveet-
mient holdings, and of Invested sur-
pluses.
Cleveland savings banks have
%ne_d in the year more than $6,000,-
) in deposits. On Oct. 21. 1913,
their deposits totaled $229,875,000.
On Oct. 31, 1914, the nearest date as
of which comparison can be made,
the sum was $236,563,000. The gain
tt due to increases in all deposits—
those subject to check rose $2,836,-

, Savings and trust deposits gained
>3,t188,300. In these two figures ,are
reflected more directly than in any
jther the affairs of "the people of
DOC'I'ME3NTS SIIUW UItO WMH.

9 Full
1914 to i’ear-

013,

Doeds .. .. Dec. 8. 357
Mortgagee ... .. 21.291 20.124
Chatfel” mortgages ... 35.647
17,373

. 1,038
Liens .. .. 781
Power of attorneys .. .. 141 . 137
Releases ........l..... 3,547
Insurance papers ...... 4.448 44%?[
Certified copies ........ .. 222 130
Miscel laneous papers .. 2.382 1,405
Totfll i 225558 113,396
t&oderate raeaoa. When the stati

bank superintendent shortly calls for
statements of condition again there
will be minor changes in these fig-
ures. but the economy generally prac-
ticed and the industrial uptrend pro-
duced by good crops, familiarity with
/VjjV effects, commodity exports and
iE®%Jtreight rate decision make it cer-
tain that the figrures will be station-
ary -or will show further increase.

National bank deposits on Oct. 21
1913, were $84,893,500 and on Oct. 31,
1934, $76,625,500, a decrease of $&-
268,000. Of this $1,650,000 is due
transfer of reserves of out-of-towu
national banks from Cleveland na-
tional banks to the federal reserve
system as provided by law, and $",-
513.700 represents decrease in the
amount due state banks, which is
again increasing.

It is thus the national banks
which have been bearing the brunt
of the burden, but it is theee banks
too which are now afforded under
the ndw banking system facilities for
obtaining currency on short order and
which, on the strength of merchant
paper in their portfolios, can draw on
the massed gold of the entire federal
reserve system and, if need be, of the
government.

These, in brief, are the reasons for
thsj ‘j)_r_esent improvement In financial
conditions—the trust of the people,
he wisdom of the bankers as por-
rayed in the late summer and au-
iupin, and the massin% and genera!
availability as never before of the
lation’s money resources.

Developments of the year in Cleve-
and included the establishment here
jf the Federal Reserve Bank of
Cleveland, with the likelihood that
iotwithstanding Pittsburg's excusa-
ble attempt to take it away, it will
emain where it is.

Announcement will be made early
n the year that a number of down-

own trust companies have joined
he Cleveland clearing house and
vill make wuse of its check in-

:erchange and settlement machinery
lirect instead of through the na-
donals as at present.

A new state bank was established
lere In 1914, the Detroit Avenue
Savings & Banking Co. Opened in
August its deposits are already well
jn the way to $200,(X¥) and West Side
thrift keeps them moving.

In the year also the Guardian Sav-
ings & Trust Co. completed negotia-
tions for much needed larger space
In the New England building and
early next year will begin rrmodeltag

| . 11* Preparation ‘for cj.

pleted for its skyscraper® stand
Present F*ic'id-av siwT

m In the course of 1015 the Garfield

KeviiXgrs bank will complete another
Kast End branch building to be
erected exclusiveI?/ for its use, W
the coming: year also the Bt*m Bank <
1?8 . Trust Co. will
i.uciia-av.home
n odem structure.

. remodei its
into a seven-story

ANNUAL FROUC
AT CHAMBER

A bell tolled the first stroke of
twelve. The ligh{ died, leaving thc-
Igures in the huge "1914" biating
ner the rostrum. The 4 faded. With
he dying sound of rnidn ght 3 burned

n Its place. There Was a shouted
treating; a call of “Happy New
(ear!"

It was the climax of Now Year
estivities at the “annual frolic" oi
he Chamber of Commerce. Two hur-
Ired members Joined hands at the
'ifinal and sang “Auld Lang Syne'™
The feature of th? big annual en-
ertalnment this year was the mu-
sical comedy number, when members
tripped the “Thistledown" in Imita-
tion of Pavlown and Adeline Gence,
ind sang near-P«>tch *electiSn» a In
Harry Lauder.* *

Another stunt was the presentation
of a Reserve Bank to Cleveland
Uncle Sam. P. J. Sawyer simulated
Vnole Sam; W. W. Smith, a Scnv;t’
avenue conductor, said to look Hi.
Mayor Baker, representing Cleve-
land; E. 8. BarkwlU, representin'.-
Pittsburg, and Gilbert Norwalk, re;,
resenting Cincinnati.

An informal buffet luncheon r.a-
served, with punch taking the pin m
of the usual wine toasts to the No"
Y "ar.

The entertainment committee wns
TTenry R. Cool, chairman; George A.
Schneider. Arthur Bradley, P. 13
Burrows, Jr., Sam C. Cutler, R. C.
Enwright. A. H. Fiebach, R. G.
Floyd, W. I. Knight, Herbert Ma-
thews, p. W Byers. W- G. Rose.
Franklin Schneider and H.1L. Wil-

htUtHAL BANKS MAKE
FIRST INVESTMENTS

1barks, the federal reserve board made tne loi

liuwing comment: .

1 "“The statement Indicate a loss

| to total cash resources and ot

I as compared with_the pr-vlous week »

| The loss of cash in the hands of the bank* I*
more than ottset by an wereMeof U M .M or
gold In the hands of the fodM-U

A
ovle‘roif&)o,a(%. Richmond. MiInneapoils.T’bUa
delphla and Dallas showing the largest gains
In discount operations during the wmK. ~I-m
cago and New Yor|( for the first *meJ)"'?20"
investments In public securities. The (»ini-ct
${,500,000 In all other resources Is due chleny
to the Increase In the amounts ot national
bank notes and federal reserve notes in the
A

h f th k .

ar]ggp%5|ttse st?%elvsan increase of Skaw.w.

rrainly at those banks which report a gainl

discount operations. Federal reserve

report additional issues to the banks of W.wo,

000 oi’ federal reserve note*

still larger amounts of gold and lawfal mon.y

in their hands and of federal

in the handa of ?he banks I?‘uemselret, the n

Ii_abilit)(_ of the banks upon their 1

circulation was at the ‘end of the yea-r

'Iiﬂlhtlé/ above 1S.T50.00a* « Kat tge
0 Statements were made ae to | t&e

e Inve«tinant»" rrfered to loehtasg. batjt W

surrniaed that th»y represent purchase* »
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—H. M. GBIUEIf

Canton Investment Dealer
Says Federal System Must
Extend Facilities.

Believes It Must Loan Capi-
tal as Well as Sea-

sonal Funds.
K ¢ — » ii'A U *
BY H. M. CKIIiRR.

Of Qclffr, Joupi A Co., r»nlon.

There are several phases of ttip
new federal reserve banking system
that have not yet received adequate
attention at the hands of those who
have been speaking and writing on
the subject. |

To my mind, one fs»wt about th€
mir banks stands out above all
others. It is that, after thirty dayi
of actual operation, during a  period
of titht mqneY., the n«w banks had
made nradically no loans. Issued
practically no currency and_had found
It necessary to make special conces-
sions In the rate_of discount, in order
to bring out strictly commercial pa-
per that would be paid within thirt}
days after the discounting transac-
tion.

other word*, though Ameri.-an
business needs money, the reported
facts about the operation of the re-
serve bankB would seem to Indicate
that what business needed was not
commercial funds, but more or less
permanent capital.

The dall¥_p_ractice of business con-
stitutes sufficient proof In itself that
the combined total "f all “Investment
funds” as represented by the resources
Of savings, trust and Insurance
companies, private investors and in-
vestment banks, are not sufficient to
meet the demands created by our In-
dustrial expansion. o

Stated bluntly, a majority of the
resources of national banks” are tied
0> with loans of a more or less per-
manent character. Truly, the notes
are _ ualiy made for periods ot four
or six months, but it is the under-
«t&ndIn* between the banker and the
borrower in many instances that
these notes ahall be renewed indefl
nitel>\ provided certain periodical re-
ductions are made and the interest
discounted in advance. Moreover. th»*
country Is filled with manufacturers
who expect bankers not only to fi-
nance tbelr temporary needs, but who
have also built their plants on capital

owed and reborrowed, again and

[ain, from banks,

it* practice ha* brW|_ one of the most
tho cause* of_ Industrial failure* tn th-
nll«*] oiatee. Dun™ and Bradstroot's re

mmm for many year* show that 90 per
. t. ot all failure* are dua to lack of
ostottal ~ In very many Instances. oaoellent
SnUrprlaee were underfaken at period* wlim

m ea to secur* loan* from banki.
faIP, In_the midst of their develop
because *ome contingency forced tti-

__to withdraw it* sui_)port and demand
the payment of It* loan .

That” the new banking system will tend
10 correct the** admitted evil* I* f*nen»:ly
conceded., B-L !t fair to conclude that
no arreat jprocrea* wtu be made until a prop-
er_ 7', 'we*pbUiion of the discount rate has
Sefrmn-strated some fairly exact ftquie the;
ran he taken to represent the hiahoat anti
lowest point in the annual demand for com-
mercial fund*  When this flaure h@\s beer,

ascertained. U wilt be fairly safe ern
rlude that tho. emzimlng fl#nds In the cus
| sil eppN*OWI aaUena

1 s
are av]allable fol  permanent tave»t

iz out, commercial paper for mlin

> ff-deral bank* elf’ b« forced t

K for rate# low enough to mAh

Tra .section profitable for the meant*,

. lawMMI\{Ifwmmm Mwki

*h*n trying to make similar i-roSte on papn
cf ar. vostmerit riiar*cter. the bank* wil
K "™ £ hI*b dJiosunt ralssW FW iii

. a'¥ the time this dI*
crimination I* transmifted to the borrowei

roash tho medium of the hanks, It wil
bo magnlfed to an extent which will pro.
duce an era of ,ver){ low money rate*  foi
strictly commercial loans, coupléd with ar
era of very high rates for Investment loans.

In simple terms thI* mean* that the few
advanta™i whfch used to lead manufactur-
ers to take a chance and borrow their per-
manent capital from banka will be witin
drawn »It will cost Just as much to jptt
permanent loan* from banka as It would
cost to sell permanent securities to perma-
nent lovsstora | i i

_SlmJ)I,e, economic consideration*, therefore,
will drive every class of Industry into tho
Investment market. .

Naturally. It will be Impossible suddenly
to reverse” our existing practice In this re-

necessary tor SIL wum nwa i»r-

row from banks, and for banks, in a sense,

w_enter bualneee a* silent partner* of good

thiterprises—hut from this time on it should

Ascome Increasingly oasy to put the perma- |

nent financing or business on a sound basis, 1
* Tent of mtm tmm *»— —"

BANK STATEMENTS

RESERVE BA K CLEVELAND.

RE5 JfIRCES.
Gold and gold certificate* ....ﬂ7f74.703*

1."gal*, other note? and coin.
Rediscounts and loans
All other resources ...

Total resources

LIABI

319.000
... f1>,516.000

Capital paid In ... 12.031.000
Ne delposns e ... 17.3450'0
Fodera”rMMrve notes tn on 140.000
V\lI«LellJlr« . L STUTS IO

Oola*“ serve against all  Ilabliltlee,” 10107

er cent; cash reserve against all liabilities.
10000 per cent: cash reserve against all liabil-
ity after setting aside 40 per cent gold re-
Iser_ve against federal reserve notes In circu-
ation, 107.42 pei cent.

ATX RESERVE BANKS.
RESOURCES.

Dec, 31 1*14

$229,069,000

Legal*. other notes and coin. . 2«,578.00%
ofal _.......... erren e srer e aranes . »S*t7,00v
Maturities within 30 days.. . 4632000
Maturities within 60 day* .. 4,215/00
Other maturities ... . 1.746.0d)
Total discounts .. 10,093
Investments' ...... LN

All ather re. mr fI1K_ 11,349,00°
Total resources jJ4\fc77,544.006

AattLWIES.

Capital paid In .. 11i.051.000
Reoerv**"deposits . 286.018,000
Federal reserve no 3.775.
Total liabilities ... 277.944/00

Oold reserve against ail liabilities. 882 89er_
cent; cash reserve against all liabilities 99.i
per cent.

NEW YORK CLEARING HOUSE BANKS.

Increase.
Loans, etC......cccorrennninn 12.191.508.000 812.411.000
Reserve in own Taults 330177000 1,761,000

Reserve in federal re-
100.387.000  1,798.000

serve bank
Reserve In other depos-

Itaries ... LST.000 818.000
Vet demand deposit* ... 2,022.165.000

VS8 time deposit* 91.936.000
Circulation ........ 43,569.000
Aggregate rewr 462.464.000 ..
EXcCess reserve 114.084.920 280

OTHER NEW YORK BANKS.

Loans, etc .. 1S61.911J.00 844.400
Specie 43.263,TG¢ 574.900
I.-?al tender .805. 827.900
Total degoshlts 845.579.c00 125,300
Banks’ cash reserve In

vault ... IR, . 11808900 ...
Trust companies* " cash

reserve In value ... 44382500 ...

*Decrease.
CLEVEI AND CLEARING HOUSE BANKS.
TX>ANS ECIEASE ..oovviereeeriercrerereeisiieeeenes t2o 971

Dapttfcslww .......
Cak and dua from nm. an.. Inc.... 1201 4U

p.frvf loatitntlo. Ma.t $epamte
It* Departmenta TemporiarllyjA

he officers of the Federal Reserve
of Cleveland wil! be settled to-
oi“ow in their new quarters. ?26-231
illi&nson building.  The bank will
cate xhe first floor of the ?uildin%
temporarily to make way_for th
Ul[on National, which will occuply
e quarters while lts structure Is
g up; the Union will move into Its
orary home about Jan. 16. .
£ r_ernaI bank’s transit depart-
mecri wil on the fourth floor of the
W llamtson building and its money
depvtinent in the ~“basement. The
temporary Inconvenience of having, its
deﬁftm ents separated must be under-
gaone by the reserve bank In accordance
WitM Its agreement When It maoxest,

int#the building. - .
CHICAGO STOCKS (@OSE

Itock ' Bid. Asked
w encan Can . gf\t/4
JFnie.ican Shipbuilding

7
»
130 125
27 26
«K;

Commonwealth Edison ‘136 136"
Diamond Match ............. 92 (05}
Hart, Shaffttor A Mark pref. 10§>% 1853
120 122

Rneumatic Tool .. 1%5%
aker Oats 230

Sea”Roebuck Co.
Swift & Co-

MONEY TRUST
CHARGE FAILS
"EXOOERE

.Officials of the CI SMpral
reserve bank refused Thursday to
get excited over the political fight
being waged in Chicago where It Is
charged the government Institution
is being dortlnated by two prominent
bankers, Jamfiftdk. Forgan and
Oeorge M KeynM iff P/ ](g\]l]

Governor JC R. Kttncller wSfflfl*ot
diHcuss the matter beyond saying
that the Chicago actuation could in
no way be connected with that here.
Tf the affairs of tho Chicago federal
bank are investigated by congress
the probe will include the Cleveland
institution as a matter of form.

The charge being made in Chicago
is that Reynolds and Forgan, whose
banks control 25 per cent of the cap-
ital stock, and 40 per cent of the de-
)H>sits of the government bank, and
who are directors of It. have held
the discount rates of the government
institution above those charged by
their own banka. To do otherwise,
under present banking conditions.
Cleveland bankers say, would be to
m»ppo*e the underlying principles of
tle new currency law.

Charges that the "money trust" is
In control' of the federal reserve
ii*Tiks, and that Just now it is serv-
ing fh" purpose <f the "trust” to
keep tlie rediscount rare high, are
c*ntfcine4 in resolutions by Hepre
-emativ-e Lindbergh of Minnesota
whifl» were before tbe rule* commit-

bouet In tta*bipstpli

1
. 184 1847
121 \21

m | s.HutliUis ar': for mn inve.
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Federal
Regional Bank Purchase of
Municipal Securities.

London Exchange Has More
Active Session— Day'’s

S BIM tg
The federal reserve board yester-
Jay in Wasnington made public'ten-
tative regulations to govern the pur-
chase by regional banks of municipal
warranfs issued in anticipation = of
collection of taxes. The regulation-
ire broad- enough to make it possible
for the regional banks to buy such
securities directly or indirectly from
-any -city of standing, large or_small,
nited States. This will give
the banks opportunity to make more
use of the reserve funds on deposit
with them by member banks.

Defining acceptable warrants, them

board says that obligations payable
from “local benefit” and “special as-
sessments” tax-is shall not b« taken
unless the municipality at large Is
directly or ultimately "liable.  War-
rants must bt- those of municipalities
in existence for teu years, and munic-
ipalities which for a ten-year period
revious to purchase have not de-
aulted for more than fifteen days in
the payment of any part either ol
principal or inlerest of any funded
debt.  Warrants, of a municipalit
with net funded indebtedness exceed,
ing 10 per cent, of the valuation ol
its taxable property will not W
taken. i .

No reserve bank is permitted tt
invest in warrants to exceed 10 pei
cent, of the deposits of Its membei
banks, except with tjie reservi
board’s approval, and other restric-
tions are placed upon the amount!
to be invested. Special approva
must be received to authorize pur-
chase of warrants Of municipalitle:
of 10,000 population or less.

London More Aettve.

LONDON, Jan. 5—The stoci: mai-ketel
perlenced a more active seeelon today

. w
ers were able to negotiate the comjHIcatei
forma necesary to record deals befter am
* i KAy

th%ﬁgﬁ%sg?\r}vez{?l!yriskaq'r ]ir%ethé’ American Eéu};
tlon. especially In United States Steel share
which changed hands between 81% and 51%
Canadian Pacific sold from Qom t
159%;, hut rallied and closed at 1JOV4-
A'I;he gllg edged scctlog was the most active

argo business w, ne in
congofs while the o?ﬂm_a% Board recorded sev
era| markings In colom?l »rFum .
and some American rails and “nds. Anion
the miscellaneous securities oils. Marv.mil
and Brazilian tractions changed”. hands fre
quently at hardening prices.

Bank Call*

The controller pf the currency and th.
state bank superintendent have issued call*
for statement of condition of banks as o
Deo. 81. Private banks malt respond
this call. .

Union SaviHgN & Loan.

The extra 3 per cent, dividend, on Unior

Savings I& Loan is payable 15 to hoiden

FEDERAL w 1 MOVES

and vaSnfrITTW Mtes floor
ANAK M jjm M inif-  buiWling tu*j
t "business >e»te: Jay afternoon,

LP.fi*r win be fo’inil sprent over

V.a H.'irs o{ ilia, Sami' b.illd-

Federal Reserve Bank of St. Louis

L ]
elle-’s office, have been prdvlded for fen
:hft second floor in a suite occupyiné; te
‘ormer location of the Cleveland Bto- k
FCxchango. Xhe tellers’ cages have been |
noved \p the basement, which has been |
Itted up with a commodious lobbv. ex- ;
tending unde'' the Euclid avenue "pave-1
ment. ~ New vaults have eJeo been In-
itailod. capable of storing some 174,000,-
» In federal reserve money In such
Pﬁﬁportlon as the degomullatlons usuallX

Thel new vaults Include a Mr!**'of
oteel iafes, cach with Its own combina-
tion, providing separate accommodation
lor toe federal notes under control of
Pedefal Agent T). C. Will.,, ,nd others
r t»0 banking department, containing
:he reneral resources paid in by tie
member banks and the federal notes re-
easod for circulation purposes.

Out the fourth floor of the'building o*
.Ces are bem? Provnded for the transit
Jepartment of the bank.

The Union National, which will move
nto tho first floor offices shortlﬁ, will
)«e tue vaults formerly owned by the
-leveland Trust Company and which
"ere utilised by the Federal Back prior

:0 the gteceipt’ of Its own new vault

N
jan —
LSEBBI AAienign,_aChicago rall-
E’resl lelsgﬁ ?or%bnc%teegd tI‘—:’Fjea erb|¥
. a member of the indus-
Islta commisslon.  Mr. De-

t0 tho r«-

0DD SHAPED GOLD COINS
AWAITED AS SOUVENIRS

Octagonal JRO Panama Exposition
Pieces Will Not Have Gen-

A measure which has passed both
houses of congress provides for a
special issue of gold and silver coins
to commemorate the Panama-Pacific
exposition. The measure, if ap-
proved by the president, will authorise
coinage of appropriately designed
|50, $X50 and $1 gold pieces ar.d 60-
c«nt silver pieces. The $1 gold piece

Is scarce, none having been coined
for a number of years.
Among the $50 gold pieces Is_to tx>

an issue of octagonal coin*, similar tt
those issued in California in 1851.

“There doubtless will be few oi
these octagonal coins,” said a Clette-
land banker yesterdae/. “Because ol
their shape, they will require special
means of packing. They probably
will not circulate like other coins,
as most of those the banks do not
keep in their vaults will find their
way Into strong boxes and memento
cabinets to remain as souvenirs.
Hound Christmas time they’ll be In

‘"W eSAIM fcrvJai& lc of
Cleveland has its departments in its
new home in the Williamson building
today. The officers have moved to
the second floor, the transit depart-
ment to the fourth floor and th*
money department Is established In
the basement. This temporary sepa-
ration is necessary to make way for
the Union National, which Jan. 15
takes temporary quarters on the first
floor, to remain while Its new hems
. jt being erected. .
The new safes of the regional

,ave been Installed. Floodproof,
burglar ﬁroof, fl-eproof, they wit
hold without crowding more th*
$50,000,000. Eight in  number,

ntand In two tiara. 3
Thrwe men must be Eresent befo
‘the safes can b* owned.

iauju rx.UlaJIK XU FOST.

HEN It was decided‘that the

United States reserve bank
of the Fourth district should be
located In Cleveland thfere was al
least some talk of the propriety <f
city action toward providing the
institution with suitable perma-
nent quarters.

On Its establishment the bank
occupied temporary accommoda-
tions in the Williamson building.
That was only a few weeks ago,
but already the government's
bankers have had to make way
for a new tenant by shifting their
offices to the second floor of the
same building, with detached
partments on other floors whi
-.pace is available. This somewhat
inconvenient arrangement IS to
continue indgfiaitsjy.

The geneTal government will,
> course, house Its regional Fe-
<erve banks very sumptuously,

*hat 16 its custom as to its other
bureaus and its obvious duty to
Its banks. The Fourth district In-
stitution will no doubt be provid-
ed with Impressive quarters In,
Cleveland or elsewhere 1ft due
time. But governmental building
operations take a lot of time.
Meanwhile Cleveland’s satisfaction
in being awarded the bank Is mpure-
ly spiritual. Its source canaot be
pointed out with pride to Visitors.
And Pittsburg is fiUUvttrijKng. f& fat
the decision revCTseit.

It would be pleasant, and SuUr-
prising, it public spirit on the part
ot Individual Clevelanders were to
prompt the presentation of a eult-
ab.e site for the permanent bank.
In real estate dealings with tbf
go-emment the custom is rfcther tq
a»k and exact a good round price.
That the Institution should
firmly anchored in Cleveland
*ucli n act on the part of the
akumli'j would be jentlrely fitting,

and perhaps highly desirable, but
altogether out of the question by
reas " of the city government’s
fiaa.. Jiaustion.

So far from doing anything to
menf! dauers, Cleveland must see
the. very welcome new institution
uuun™dily and unworthily housed;
or &VTi removed to another fity.
Inabili’y to afford the doing of-an
act of generous hospitality in the
premises is only one more conse-
quer.ee Of spendthrift municipal
finance—and that by no means
tht most hurtful one.
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S THE CRDER CF THE DA

ngffvania Railroad to;P?ft4jfr5D,000,000 Bond Issues
Up to Shareholders, St. Paul Will Offer Deben-
tures, Banfcgf France Borrows.
|

Jgional Bank of New York Takos $5,000,000 Municipal
Securities—Railroad Buying On in Earnest
—Sterling at Gold Point.

BY H. S. ROSENTHAL.
Financing is the order of the day. The Pennsylvania railroad prepares
0,000,000 bond issue. The St. Paul will offer its shareholders $29,000,000
ertible debentures. The Bank of Francs has $2,000,000 in gojd bars set
is credit in the east. The Federal Reserve Bank of New York invests
000,000 in municipal securities.
Such a mass of projects recalls days before the war, and long before the
~at that. The two railroads seize the opportunity, while the public evinces
e new interest in securities, to cater to that sentiment. Domestic rail-
oads have as much right to the common Ameiican money fund as have for-
eigners, and the railroads want to be early on the ground. In two weeks
Montreal raises $6,900,000 in the east, Argentina garners $15,000,000 and the
Treach bank $2,000,000. Before the calls become too numerous on the capital
of investors, private and institutional, ar« -

The Pennsylvania’s bonds cannot bo ivery , anE? de"
emitted before the middle of March nVo”in® ~ L~ AndI”« *ffht
ftt the earliest, as shareholders will jI 750 0<X)- the t
vote on the proposition at the an-’rtonTn'o ™ *F«>m?»

nual meeting, March 9. The bonds Smilring foT”i QOO ton. i°na..an.l ‘s
will be based on the new general ?ere Marnue«e " 7 he

mortgage approved last year, and pro- n Canada iust tv. > ?Pi?us
ceeds will go for refunding of bonds These show tho J1, el>
and payment of car trust and other n the steel indu.tr® wind blows
obligations maturing in 1015. The St. eej thfsUr fw L * departments
au debden ures V\‘I” be 5s and will .tiHa on . d Egain
e offered shareholders at par to theL— . p  Quotations,

extent of 121-£J per cent, of their| Clo»e» Under Top.

holdings. | Wheat made more high marks

Bar Mymtery Cleared. Put closed well below the top. The

- ? "A * * 4™ N © % o
uwThgroFurenCh br%@/ﬁl.ser{f)a\ﬂmﬁjcenarsu&f féa" Yat%s 1anauYack g’flbr})tté:r%asr,]
stirred Wall Street all week. An in-3ut 1 e as much to profit tak-
ternational bankinlgt house had the n** son”e applies to the break
bars set aside for In the assay, of- %1 cotton, which occurred in the face
flee and yesterday deposited tnem3t news that the season's first
with a New York bank. Oredit for-~JS0 or American cotton had landed
«$gn  merchandise sales with this®*®" *h Germany _and another
jjfeiount. Beneath the loans one rea.ds3hort‘y would arrive. The steady ex-
that sterling exchange will go ma-Port movement continues; yesterday
tenall%/ lower than the normal goldalfP?rts seT*t out 53,303 bales.
Import point, at which it closed syes- Prices went in two directions on
terday (si_ﬂht drafts 4.84 1-2) before*110 York stock exchange. They
Europe will ship us metal. p*n he expected to receive support
Tho fourth'money event of the d a~iurgent'of the current
yr&s of wbholly dkif ere_?ﬁ tnhature er(i)nth.L? 1;“’")® °ut °*tthe_”wa-y,tbutt in
inmoance. ut]t%g RIQNWI xor?(m r:engioﬁ-tse\ivf' with m%%%?é)trionvﬂwocu e%arﬁ_
'bank with its 000,000 taking tJestl7 de*eat its own end"if it , at-
New York city v. *4mts goes into tl tra°ted stocks from oversea. E?uro-
investment market for the first tin s* in*Lwaa blamed for the ease
on a big scale. The reserve banlJr tates Steel, whose high
will not wait for rediscounts to w-ajS)r.. . ? day was a half point under
&~ in. nor will thuv fdajih rates tijethiehem s newly attained altitude.
Bersuada them in—tney wm, nowevel Interborough issues responded to the
uy municipal securifies having n<8thaz diSaster.
more than six months to'\iin apj” Banks in this territory now find
overnment bonds. Up tc* vAthrda J?¢ money trend in the right direc-
225,000 had been investefMri_ thesflJJJ}* Country banks are paying off.
channels: the amount in trr*ITtfOM Individual deposits are gaining, col-
bllity will grow by .leaps from-"ow hava moderately improved
for more than $255,000,000 cafch lid2nd.in the home area tax money is
In the system's vaults. IneidentallJflow,nfi: in*
the government bonds bougrht bear the
Circulation privilege and can be used
!8/ the regional banks as security for >
iOte issues; the present use of course
Oas income producers.
So money promises soon to move ir
*olume, responding: tc urgent demam
n some quarters and what may hi
(r&fed urgent supply in another?
In the steel trade ‘signs of activity
nultltflg. The Pennsylvania has
uwte ids on 150,000 tons of rails,
t will buy 170,000 tons this year,
Ié)lniparfng with only 132,432 tons in

CLEVEIAND BANK

U,ni$n Actional Begins Opert?
ation Under New Power
| Granted by Reserve Act.

facilities Afforded by Law
i Further Foreign Trade
— Financial Notes.

The federal reserve act is so
framed as to enlarge facilities of na-
tional banks to accommodate foreign
trade. Acting on this, the Union Na-
tional is the first Cleveland bank to
“accept” drafts executed in the course
of foreign trade. In its statement of
condition ai of Dec. 31, issued on the
controller’s call, the Union lists
iJgjgf” its ~sources “acceptances,

This is the history of the deal: The
bank issued a commercial letter of
credit to a customer, a_ Clevelander
who buys raw material in South
America.” Armed with the letter he
went to South America, bought his
goods, and had_the seller draw a
ninety days’ sight draft on the
Union. The seller had the draft dis-
counted at his South. American bank.
That bank, throughh its correspondent
in this country, had the draft pre-
sented to the Union, which “accepted”
it, payable ninety days after sight of
the instrun\fc|.M W itfi .Union's
signature tHBTWhft w  girculat-
ing in the east as a prime investment.
There is a triple potential liability—
the South American, his bank and the
Union are all behind the paper.

The power of accepting paper based
on foreign trade, first granted by the
reserve act, permits a member bank
belonging to the reserve system to
accept drafts growing out of the im-
portation or exportation of goods hav-
ing not more than six months sight to
run, to amount in the aggregate not
to exceed half of its capital and sur-
plus. The bank is thus permitted to
project its name into the investment
market tor th<) facilitation of foreign
trade. The bill of lading, Insurance
policy and other shipping documents
accompany _the draft until it reaches
the accepting bank which removes
them upon acceptance of the draft
and thus has control of the goods un-
til it sees fit to release them to its
client.

The National City bank of New
Y jrkT is engaged in these operations
F~ N substantial scale. The paper ap-
peals as investments to private indi-
viduals and to banks.

r>i.y In Iron and Steel.
Ohio railroad has Tr?gc%dsag,%ogaéta%m%it
arobria steel & Mount Vernon Car com
anles, ~while |Illinois Central orders fiftv
ocomotives from Baldwin_and Lima loco-
nljotlve companies. All mills hold flrmlv to
fl.10 on finished steel lines and one fn.i.
pendent advanced hoops_*1 ton. No ferro-
manganese shipments' from England are
probable _In January. Connellsvllle coke
market .reflects softness In prompt fuel ouota
tlons, but shipments are maintained.

The Day in Dry Goods

ym rr YORK, Jan. S—Wool markets were
strong today. Pine wools were rlsinc here

Catton ods were ste and moderat.
factve. arns were aufleq.y € ate“
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OPERATIONS OF THE FEDERAL BANKS.

Unusual interest centers in the probable operations of the reserve
banks. In banking ouarters it has been persistently reported that the
federal institutions proposed entering the open market for paper, owing
to the fact that member banks are showing no desire to rediscount.

From the best of information available no such move Is really contem-

plated. The government’s attitude is that tt has no desire that reserve
banks compete with the member banks, either hy lowering discount rate
or by favoring the entry of the reserve banks into open market
operations.

The first move made will probably be the entry of the reserve banks
into the market.for short lime municipal investments. The New-Tork
institution this week purchased $50,000 of municipal warrants. The
supply of this class of paper, however, is extremely limited. One way
out of the difficulty may be had in the form of a ruling from the
federal reserve board that will enable the reserve banks to buy long
term municipal bonds that are nearing redemption, bringing them within
six months’ maturity class. Provided these are not to be refunded, but
have funds provided from revenues, sinking funds or otherwise, making
their payment at maturity absolute, they would constitute good material
for the federal banks. j ,

Most investors holding such issues would he willing to part with
them ahead of maturity for the advantage given them in making rein-
vestments at their leisure instead of on a fixed date. Bond houses would
eagerly assist in furnishing the supply for the opportunity of getting to
the Investor first In replacing th© funds released.

If the reserve banks enter the open market at all. It is likely that It
will be in the form of purchases of bankers acceptances of bills of foreign
»Tfh«tiee. No definite action in this regard has been taken.

WHtFIl SOARS 1B HIGHEST

PRICE IN' FIFTEEN YEARS

May Goes to $1.38% as Italy and Roumania Hover on

Brink of War—Reaches Record Altitude Since
Leiter Attempted World Corner.

Dollar Debt to Europe Erased—Reserve
£: .System Tempest—Stocks Strong. -
o BY H. 5. ROSENTHAL.,

In the jr.arbofe of the world the day’s outstanding feature was the rise
of wheat in Chicago to the highest point in fifteen years. ~

May wheat at [1.38% is the altitude record unless one goes back to
1898, when Joseph. .Leiter attempted a world wide corner and drove the
eweal to $1.85. Two million bushels were bought for export in the twenty-
lour hours ended last evening. At this rate our exportable surplus will be

exhausted in six weefcs. After that we will be digging into wheat that this
tountTy needs for breed.

The day’s extreme net rise was 2% cents. Prance bought so did Italv
and Boumama, hovenng on the brink of war declarations a,™ .
short of ships. Manitoba is sold out and Canada’s supply i's runSnfAdnwn
and the fury of the butying centers here. Domestic millers Zrl J 1 j
. for the cash article thiit the Rockefeller Foundation working
relief, could not get satisfactory terms, and betook itself into the p o

N « -fA ™ - ining: .
m rneng$l.f99e 10-f2 apai(;prI(}/r durum wac ?nt%?a t?r?ipen)%%%qs%eoy}‘o%e rathnem%refsrgrﬂ
a special transaction in. which the point: it is now uneconomical for
i)rlce included cost of delivery to Iver to pay in exchange, but not yet
taly; the United States supply of burdensome.

this hard variety which, produce*

d var The prime feature of tlie sterling
macaroni is virtually exhausted.

."movement is that it provies the vir-

ﬁosuelt of two more nationinuual erasurif[his counlz'rﬁwn
I R RN | ]

earlier peace, but the gTain market i® (jeorge .- - e
dealing in day-to-day necessities. Jwouldn’tship gold. We shipped gold;

Corn and oats strengthened wltti ns much as was requisite, and mer-
the chief cereal. In the cottoin marl cha-ndise has been doing the rest,
ket It was realized that extension ol a few more months of 3tim>endous
ihe war area would mean more shuti export excesses like that of $110,000,-
sl/rnns and more watchers on tha 000 for December and we will have
sees, and In the face of the seeonr established balances that ' wim thke
Iar%est day’s exports otifib»M*e«w»on care of any selling of foreign-held
$4,467 bales, prices went down. American securities short of a deluge.
#1»MM Debt Paid Off. New York sto

Sight drafts on Ixwidon Vere of toDds ~ a ly gosSl

feced In the east at 484 the lowest""1® tﬁ%&ﬁ%h It 1 T:apitalleT%ﬁlt

Federal Reserve Bank of St. Louis

fornisn yieldslon new so high
JIS to militate against the progress of

the olii. ' . . ,
Stee[ common gained more than a
Point to 511-2. while Bethlehem com-
"mon, which has never paid dividends,
rose to 52 3-8 and closed at 52. Mis-
souri_Pacific-declined to the new low
of 6 5-8; this makes interesting com-
parison with what it brought in other
years—1T3-4 in 1912, 63 in 1911 and
1251-2i top, in 1902. American Can
had a good advance. St. Paul took its
coming debenture issue with a half
point gain. In these days when there
Is financing to do, the "stock market
will best “serve the street with a
haEpy medium of strength.
ondon for the first time since re-
opening registered a few gains. Loans
of the Bank of England increased
$13,000,000 in the latest week and
gold decreased $3,000,000; the reserve
ratio went down 1.69 per cent, tor
32.71 per cent. -
KMCTrt Tempeat,

The.tempest stirred up over the
federal reserve system* is pretty
much local to Chicago. It is charged
two national bank directors dominate
the Ch.lcago regional bank's board,
give friends positions and keep inter-
est rates above the open market fig-
ures, thus keeping rediscount opera-
tions in the hands of banks other
than the regional institution.

The banks of which J. B. Forgan
and George M. Reynolds are directors
own 25 per cent, of the stock of the
Chicago reserve institution and have
in it 40 per cent, of its total deposits.
As directors of the regional bank,
Messrs. Forgan and Reynolds admit
the domination so far as their long
experience leads other directors to
heed their suggestions. They deny
dictating the conduct cf the institu-
tion and filling its jobs with their
followers. The rediscount policy is
fixed by the federal reserve board in
W ashington, which has openlh/_ stated
that it does not purpose at this time
to cut rates and compete with mem-
ber banks, .

The regional institutions are emer-
gency reservoirs, inot rivers from
which the country can scoop up
credit and currency to the point of
inflation. In this éxperimental stage
of the system the policy will be to
rediscount when more accommodation
Is needed, not to produce cheaper]
money in easy times. .

The investigation will disclose a
weakness in the system in the dual
_trusteeship imposed on regional bank
jdirectors who are on the boards of
ijiember Institutions. The financial
world knows that it will reveal no
detrimental activities on the part 6f
the men named.
<npl(nl or N<*HHonnl Fnndll

The times are easy for short term
lonns. but not for_those running. say
a_?_/ear, with indefinite renewal pi
bilitles.

“Why does not the reserve system
step in"and looosen Up the long term
market?” Is a question often “asked.
The system may furnish capital loans
as time goes on; It loans only for
seasonal needs now_ because that is
tlie purpose with which it was started
--to prevent the periodical tightening
due to crop moving, depression and
Brosperlty. If state and _national
anks are not Ioanln? capital, they
are_acting properly. [If they are re-
fusing to invest adequately "In
and mortgages, the reserve 's
will not take the burden oft their
shoulders. The Institutional or pri-

investor
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just *5.000,000 more room for the general financial and J
community, and must be a factor in the easing of money rates.
her important Canadian loans are said to be !n pl'ogrre** of ncgotia- m
New York to relieve the tension existing across the northern i

. /<M -
tys Down Kuies *or irurcnase Ur

City Warrants

. .. The Federal Reserve Board Tuesday in Wash-
.e federal reserve board yesterday approved a |0Wer|ng: of ‘he dlg J o'"n made pub“c tentative regu'ations to gov-
te of the San Francisco reserve,bank to 4 per cent for maturl-j rn the purchase by regional banks of municipal
to thjrty days. This is the lowest'rate yet named by any of the; arrants issued in anticipation of collection oi
1 oank.«.  Minneapolis has been granted a 4H Per cent rate Up |xes' J*le regulations are broad enough to maki
*y days. ) . 5 . possible for the regional banks to buy sue!
I'ernor Hamlin's comments this week upon the weakness of sterling scurities directly or indirectly from any city o
evident passing of all apprehensions relative to our recent- foreign Sanding, large or small, in the United States
on* are finding expression in lower rediscount rate$tfof the reserve his will give the banks opportunity to make mor
The board manifestly now sees no reason why' domestic condi- ge of the reserve funds on deposit with them b-
shopld not dictate the making of rediscount rates, particularly ‘ember banks.
Interior institutions, ) ) Defining acceptable warrants, the board say
e cotton loi>n committee announced Its first loan yesterday, it natjpbligations payable from “local benefit” an
ade th-

report 'Ji Kée .. _ .OKS

Reserve deposits in the twelve federal reserv
hanks showed an increase of more than $6,000,-
000 at (he close of business December :il. accord-
ing to the. weekly condition statement, which foi*
lows: v

RESOURCES.
Ciold coin and certificates .. e e .$229069,0»
| egal tender notes, silver certificates .

~ Alabama subcommittee, but the amount was no* nw.jal assessments” taxes shall not be taken ur

ess the municipality at large is directly or ult
nately liable. Warrants must be those of munii
in existence for ten vears, and muni,

f , 7 f t "
Permanem v«<i ot Commercial
Loans Needed

The federal reserve hanking system as a means
if seenrirrp-B——rettmr nf-frIWfiWIV'tn this country

and subsidiary COiN ..evcinns 26, has been very greatly over-estimated- The pri-

mary object of the establishment of these twelve

T Ota ] $233,647,000 banks is to secure to.the country, an elastic cur-

Bills discounted and loans— rency system and to make impossible” money

Maturities within /10 day s ....ccceeue $ 4,032,000 ) 'lies in this country, similar to the money panic
Maturities within 60 days . 4,21500j ’ch came upon us in "907.

Other... 1& *pex* The old banking system answered very well

.-nost of the time and only was found wanting

Total -* 10, When too much prosperity together with a sud-

Investments... - £>5.000 den wave of fear sent money scurrying to hiding

All other resources... 11.1)40,000 places; then the system was utterly inadequate.

So far as the ability of our great merchants and

Total resource -$277,844,000 commercial houses to obtain money to carry on

. o business, the old system was not found wanting,

Capital paid In $ éggféggg except for a few weeks during each fall during the

Reserve deposit* . . . PR crop moving period. Merchants with proper

Federal reserve notes in circulation 3.775.000 credit had no difficulty in getting what money

(net amount)

Total liabilities ..o $277,844,000
(iold reserve against all liabilities. .88.2 per cent
Cash reserve against all liabilities. .98.4 per cent

Summing up the week's showing the board

said: .

"The statement indicates a loss ot 2.7 million
lollars in total cash resources and 3.5 million dol-
lars in gold, as compared with the previous week s
figures. The loss of cash in the hands of the
banks is more than offset by :m increase of 3.7
million (lollars of gold, in the hands of the fed-
eral reserve agents.

"Loans and discounts.” continues the summary,
"show an increase of over #2.00H000. Richmond.
Minneapolis. Philadelphia and Dallas showing the
Urers’ gains in discount operations during the
week Chicago and Xew York for the first time
scport investments in public securities. The gain
ot 6.5 million dollars in all other resources is
due chiefly to the increase in the amounts of
national bank notes and federal reserve notes in
the hands of the banks.

"Deposits show an increase of ti2 million dol-
lars, mainly :t those banks which report a gain
in discount operations. Federal reserve agents
report additional issues to the banks of 3.6 mil-
lion dollars of federal reserve notes, but because
of the still larger amounts of gold ami lawful
money in their hands and of federal reserve notes
in the hands of thy lwpks themselves the net lia-
bility iif |  TfTTl  upon thrfr outstanding circu-
latiya-'tTas at the end of the year «uly slightly
iWive 3.75 million dollars.” *

was needed.

The federal reserve banking system as present-
ly organized, is organized primarily for putting
out more money when business is prosperous, and
retiring money when business lets up. assuring the
borrower that so long as his credit is good, he
will be able to obtain reasonable loans and assur-
ing the banks and the people that there is no oc-
casion for the hiding of money even if there is
a big bank failure or a big mercantile failure.

The new federal reserve bank system has noth-
ing to do with the return of prosperity to this
countrv. M'hat this country needs at the present
time, is not the means for obtaining more com-
mercial loans, but means of securing more per-
manent capital for the great industries of thf
country. The steam railroads, the interurban rail-
roads and manv of our large industrial plant;

fiffif&fl'Wstferaiw m w tW ftrM ,neons'- --m

investment of funds in long term obligations has
practically stopped in this country; railroads for
several years past have been unable to fund their
floating obligations or provide new funds with
long term bonds, but have been compelled to re-
sort to the short term note plan. As these notes
fall due they are replaced with other issues in
the fond expectation that some day we will have a
good railroad bond market, and these short term
obligations may be put into permanent form.

The financial need of this country, therefore, if
we are to return to the prosperous days of old.
is a good market for bonds and preferred stocks,
and before we can have this we must have a re-
turn of confidence in the ra'lroads and in the big
industries which desire to sell bonds and pre-
ferred stocks.

This country has never needed much improve-
ment on its methods of supplying merchants anil
dealers with money to carry over their season's
business. Practically everybody that has needed
rredit and has been entitled to it in the past has
ieen able to get credit, and those "*io want
redit’and are entitled to it now are able to get it.
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ind yet the federal reserve hanks have practically
lone nothing in extending credit to the business
yvorld. They have done nothing, not because
hey have not wanted to do anything, but because
here has been no demand that they do anything.
The federal reserve system comes into plav when
in emergency exists.

The campaign of abuse which has been carried
m against the big corporations of this country,
igainst the railroads, against the public utility
;ompanies and against all kinds of big business,
hereby disturbing the confidence of the people
ind the investors in these institutions has done
more to injure the country and delay a return of
prosperous conditions, than the federal reserve
banking system can make up in a hundred years.
The great paramount need of this country today
is more permanent capital. Our people deposit
their mosey in the savings banks and the savings
banks loan it out to people upon good collateral.

This is all right so far as it goes, but it does
rot increase the investment of the people ’'n the
country’s industries, thereby increasing our per-
manent capital.

Our people should be educated to buy pood
bonds, first-class investments, and in making these
investments they should look to their banker for

ladvice

Directors’ Liability un Keserve\
Bank Paper ~ |

-lhe question of the personal liability of direc-
tors of national banks in case paper offered tJa
federal reserve bank for rediscount and certytd
as eligible for rediscou,v  ’-.-raid prove in fact
not to be so eligible has been raised by bank di-
rectors. Bank attorneys have the matter under
consideration.

The question arifj- ut of the fact that circular
No. 13 of the Federal Reserve Board, governing
conditions of the miscounting of paper with
the reserve institutions, provides that the affixing
of the stamp of the member bank to the paper so
offered stating that the bill is eligible for redis-
count “will be considered a solemn and binding
declaration by the member bank” that the finan-
cial statement of the party liable on such bill has
been examined and that the paper complies with
all the requirements of the board.

Louis F. Doyle, legal authority on banking laws,
said that in his opinion, no personal liability
would be imposed upon a director of a member
bank in consequence of an erroneous certification.

The act of certifying a bill under circular No.
LI and the act of offering a bill so certified for
rediscount, he said, are corporate ac's of the mem-
ber hank. The directors of a corporation are not
personally liable for corporate acts, added Mr.
Hoyle, except when made so liable bv some speci-
fic provision of statutorv law, and no such pro-
vision. which could apply to the case of certify-
ing a bill for rediscount under the terms of cir-
cular No. 13 is containreTg in the federal reserve
act. the national bank act, or any other statute
of the United States.

It is impossible to say that no suit might be
brought against a director on these grounds, said
Mr. Doyle, but in his judgment the bringing of
such suit would be extremely unlikely. The lia-
bility of the member bank for erroneous certifica-
tion, in Mr Doyle's opinion, is not more than that
assumed by its endorsement of the paper and a
possible requirement to surrender its federal re-
serve bank stock.

I he provision of the reserve act that in case
of non-compliance or violation of its-provisions
even director who participated in his personal or
individual capacity shall be held liable for all dam-
ages suffered by the bank or its shareholders
it js held, does not apply directly in the case of
>fTte "nWiscounting of paper, where, in most cases
the directors do not personally participate am
where ther/(\e isrno intention of violation.—Th,
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Governors of eerpn rew'-
in a statement ili*t ntfK?2*”- +  take* to
fleet the opinion of financial A. * upon iret
ent conditions in tlw &isicess and the out
look for the new year.

"*The present business condition is nnfl ntt*
proved over the list tk-ee or four months,” 4*
dares the governor of*4trfjjttUnta. bank.

“ The outlook for business ensuijig year
is unusually good, aside from urn/p~nties c*us«d
by the European fis, 14 says tim governor of tho
Kansas City bank. g

“In my opinion, the injjteov/rti.wli'm Rianeial
conditions taSf be expected to continue through-
out 1915,” the governor of tne Richmond bank
believes.

The governor or the Boston bank is looking for-
ward to “ great commercial activity.” -

“In view of all the conditions prevailing
throughout the Wworld, business is good,” is the
way the governor of the Minneapolis bank put* in

“ As to tho futuro, we can look forward with

confidence, generally speaking.” is the conserva-
tive way the governor of the San Francisco bank
expresses it. *-
The governor of the Dallas bank corrects the
exaggerated conception of conditions obtaining
in tho south,” which he finds not essentially dif-
ferent from those elsewhere. |IBs message, too, ig
one of hopefulness.

From New England to Texas and the Pacific
coast the survey extends, The observation varies
onlv as to tern’s.

w“

OtfcvfeAftfc'fu j# DIASIS.

"M ' 1Q?
DTc-onriv fM«e «tf 4 *1 ¥'Cent.

The San Francisco regional bank,
beginning: toda%, makes the lowest
rate of any of the twelve—4 per cent,
on paper not exceeding thirty days.
Nine of the institutions now have
4 1-2 per cent, figures, Cleveland, Dal-
las und Kansas City still maintaining
the minimum at 5.

In the Cleveland district a lower
rate would not appreciably ii/crease
the volume of rediscounting. If busi-
ness improvement contihues in Janu-
ary rediscounts will grow. After Feb.
1 they will increase if the minimum
rate is lowered to 4 1-2 per cent., as
the tax on emergency currency goes
up to 5 per cent. Feb. 1, making re-
tirement and rec.acount of the paper
security attractive.

WSCOUNT RATE CUT;
SHOWS MONEY EASIER

Directors4 f tfce Cleveland federal
reserve bank Wednesday ordered a
sweeping reduction in discount rates.

The.rate on 30-day paper was re-
duced from 5 to 4 1-2 per cent; 60
days, 51-2 to 5 per cent; 90 days, 6
to 5 per cent. The rediscount rate
on all paper of more than 90 days’
maturity remains unchanged at 6
per cent.

The reduction suggests tha great
ease of moni-y.' . Bedaie]#£])e lack
of requirements for legitimate enter-
prise, loanable funds are in‘abun-
dance all over the country. The

federal banks, consequently, have
not vet dorm much rprikf.m.ntin,,



Reserve System’s Total Ac-
commodation to Members

Declines i 1

Bond and Municipal WaTrant
Purchases; Dawes Urges
Amendment.

Investments of the federal reserve
system increased $6,212,000 from
K55,00U 1U lill NLW«!""«M.

ue to purchase of $5,000,000 New

ork city revenue warrants by the

ional bank of that city, and pur-
hase of government bonds by sev- -
:ral of the reserve institutions. How
much this extension of income pro-
ducing facilities is desirable is in-
dicated by the week’s decline of
$717,000 in rediscounts, which are
now $9,870,000. Gold in the vaults
Increased by about $3,500,000.
* The San Francisco bank now has
a rate of 4 per cent for thirty-day
paper, and eight of the twelve have
minimum 4 1-2 per cent rates. Spring
mercantile business, calling as it does

for. purely seasonal funds, and the
retirement of emergency currency
whose tax becomes per cent Feb.

1, should boost the volume of
gional bank accommodations.
Charles .G. Dawes, former control-
ler of the currency, yesterdae]/ made
a plea for amendment of the sys-
tem to lodge less power in tha- aec-
retary of the treasury, at a special
meeting of Chicago bankers and bus-
iness men. The secretary of the
treasury cati deposit the general fund
pt the treasury and in general to
inake the regional banks fiscal agents
the government in his discrétion,
is ex-offlcio chairman of the fed-
. reserve board. The speaker said

x the utility of the reserve bank

ii, an emergency rested ulti-

re-

iy -vifh the secretary of the
y atone. )
“The  f-.deral reserve banks.” said

. Dawes, “are great credit-creating
ces using as a foundation money
inglng to other banks and already

use by them as a foundation for
__Itting credits. .They have not as
yet to any extent expanded their

"its, but If they did and then for
I reason were compelled suddenly
contract them, business disaster
ensue. Liquidation of the
uank of the United States,

t resulted In the panic of 1837
Historical illustration of this
*“The federal reserve law as it
inds contains such i)rovisions as
certain to involve It in political
_ack similar to that waged by

mdrew Jackson against the second
bk of the United States. Now is
time, before the reserve banks
&p issued large credits upon whose
jstence the prosperity of the coun-
will become dependent, to criti-
i fnd amend the law.” '
“Thi: system's Statetnent as of Jan.

WJ" RESOURCES '

ui coil »n4 certificates............. >2*2,553,000

Due from Federal Reserve banka:
Items in transit

All other resources .. 14.169,000
Total reeources ... ..o $287,801,000
LIABILITIES.

Capital paid in ...$_18,058.000
Reserve deposits ... 267,389,000

Federal reserve notes In circula-
tion (net amount) ... 1,864,000
Total liabilities .....c........ o $287,801,000
Gold reserve against net Tiabilities 88.5 per

cent. .
Ctash reserve against net liabilities, 95.3 per
cent. .

Federal Renerve Bank of Cleveland

The federal reserve bank of Cleveland
this week reports a decrease of 000 in
rediscounts and an apparent decrease or
$1,383,000 in holdings of gold and gold cer-
tificates. The latter change is_dué to the
/act that $1,383,000 gold ‘certificates is in
transit _in the process of bem? exchanged
fdr metal at the United States freasury.

RESOURCES.
V15. Dec. 31,’M

cates ...cooooernn..... $16,291,000 $17,674,0(fc

Legal tender notes, sil-

ver _certificates and

subsidiary coin 1,093,000 1,017,000
Rediscounts and loans. 455,000 ’ 506,000
All other resources.... 1,728,000 319,000

Total resources . $19,567,000 $19,516,000

LIABILITIES.

Capital paid in........$ 2,031,000 $ 2,081,000
Net deposits ... ... 17,394,000 17,345,000
Federal reserve notes

In circulation ............ 142,000 140,000

Total liabilities .... $19,587,000 |19,518,000
Gold reserve against

all liabilities .o........ 92.91%  101.07%
Cash reserve
9 all liabilities 99.14% 106.90%

j New York Clearing House.

NEW YORK, Jan. 9—The statement of
the actual conditions of clearin house
banks and trust companies for the week
shows that they hold $120,579,810 reserve in
excess of legal requirements. This Is_an
increase of $6,494,890 over last week. The
statement follows: .

ACTUAL CONDITION.

4 Increase.
etc. ...$2,188,899,000 *$2,609,000
ve wn
vaults .. .. 837,582,000 7,405,000
Reserve in federal .
reserve bank --— 100,738,000 441,000
Reserve  in
depositaries ... . 32.234.000 244,000
Net demand deposit* 2,031,280,000 9,115,000
Net time deposits..,. 89,654,00 *2,282,000
Circulation 46,216,000 *2,363,000
Aggregate reser 470,554,000
EXCess reserve 120,579,820  0.494.S

tOf which $264,032,000 is specie.
Other New York Banka.

Loans, etc. $561,408,300
Specie ... 43,602,000
Legal tenders 12,220,000
Total deposits ...... 645,095,400
Banks' cash reserve
in vault ... s 11,563,800
Trust companies*
cash  reserve in
fevault .ot 44,268,200
7 Decrease. .
5 Local National Ba”bs.
Cleveland national banks _reBort for the
wtek ended with the close fit business Fri-
day last Increase In-

crease in deposit
In _cash an
$660,140.

Cleveland Clearing*.

AMRTr' from reserve agents

OaiT last year

t wee
Vlek liuit -vtmr

r-tu tttA L BANK,

IU DIU
FOR DEFICIENCY NOTES

Finance Director Coughlin said
Wednesday the city would not object
to selling the $1,055,000 deficiency
notes, to be issued about'May 1 to
mmeet the city’s 1915 operating de-
Iicit, to the new federal reserve “ank
Jprovided the lowest interest rate was
loffere i.

D.
eral bank board, Wednesday was
fltfurio? on entering a bid. New
York city last week disposed of $5.-
000,000 revenue warrants to the .New

i credits,

c. Wtltis, chairman of the fed-t

100 MUCH POWER TO
ONE MAN, SAYS OAWES

Former Comptroller Says Danger
Lurks in New Federal Bank-
ing System.

CHICAGO, January 9.—That the fed-
eral reserve bank law invests too vast
a power in the hands of oiie man, the
Secretary of the Treasury, and thus
presents an element of danger which
should be dealt with by Congress, was
the assertion made here etoday by
Charles G. Dawes, former comptroller
of the currency, at a special meeting of
Chicago financiers and business men:

The speaker said that the utility of
the reserve bank system In an emer-
gency rested ultimately with
retarﬁ/ of the Treasury “alone. .

“The .federal reserve banks,” said
Dawes, are great credit-creating de-
vices, using as a foundation money be-
longing to other banks and already. in
use by them as a foundation for eXist-
ing credits. They have not as_ yet to
any extent expanded their credits, but
if “they did ﬁﬁ theg fO{ some reason
were “compelled suddenly to contract
them, . bu(? X must_ ensue,
The liguidation of the second Bank of
tlie United States, which resulted in the
P_amc of . " is a historical illustra-
ign_ of }h s f?ct. .

The federal reserve law, as jt stands
at present, contains such_ provisions as
are certain to Involve t in political at-
tack similar to that wage Andrew
Jackson against the second Bank of the
United States. Now is the time, before
the reserve banks have issued lange

%lpon whose existence the pros-
the country will.become de-
pend,gnt, criticizé and amend the

The speaker declared that develop-
ments ight arise by which “an An-
drew Jackson will again_lay prostrate
the commercial edifice of a great na-

tion.”

HU (1T fit [AIN U, S. HANK

Cleveland Bankers Will Fight
Pittsburg Protest.

perity o
to

1 A group of.-Clevelanders left lastVve-
nins for Washington to present to the
federal reserve board. Cleveland's rea-
sons why -the regional banjf ohould re-
main here. In the party are Mayor
Newton D. Saker, Attorneys S. H.
Tolies and M. B. Johnson, and the fol-
lowing bankers: Col. J. J. Sullivan of
the Central National and the Superior,
T. H. Wilson of the First National, F.
W. Waxdwell of the Cleveland National

and president of th”olealTrig house, A.
|G. iSame, vice president of the Cleveland
L. A. MfUrfely of tlie National
Commercial, Georg* 3, Russel] of jBe
jBank. of Commerce, W. E. Rifid at Hie
Union National, :Cl A. Painelof' the
National City. «e#rae f B>
Guardian and 4|.~frJofcag *Vp3. Su-
perior, o
At 11 tiiis morning in the board room
of the tre_asurg department tfte Cleve-
landers will tell hy Pittsburgh pro-

t beint; In_this district and herl
or t(FJ]e Institution shou?é be over-

Smith_will be spokesnum for
urg division. ch side will
resent oral anbtment

i
Pu?ed.
W. W.
the Pittsh

have one hour to

, and written briefs will be flleo. The
AN..Sw**50000  York federal bank. Clevelanders ~ will return tomorrow
'4.41Q.0C0O morning. .
Zt& i- 3.886.000 The fact that so mang representatives
1.780.000 of state banks accompany the party *
due not ofely to the interest in the cng/'s
jeneral yr*"’rre, but to the interest state
AhS 2 \Y into
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- FROM U, 5. BANK

Officials Will ConfeF With Fe-*
gional Institution on
Warrant Sale.

Reserve System Could Take
Whole $1,055,000
Issue.

City officiate had word yesterday

that officers of the Federal Reserve
Bank of Cleveland would®jonfer with
them shortly regarding the $1,055,000
revenue warrants the city is empow-
ered to issue for 1015 expenditures.
The federal reserve banks have per-
mission under the reserve act to pur-
chase municipal warrants issued in
anticipation of taxes, having not more
than six: months to run anil comply-
m(};{_ with certain other conditions
which will be met by the city of
Cleveland warrants. "The New Tork
regional bank two weeks ago bought
$5,000,000 New York city warrants of
this sort. Bond houses and banks
are eager bidders for material of this
kind, and the entry of the regional
banks into the ring will permit the
cities to finance short term needs or
extremely favorable bases. .

One reserve bank cannot take mor*
than 25 per cent, of an issue, bu<
there is nothing to prevent the elever
other institutions or any of then
from absorbing any porfion or all G
an issue.

(ayaliogB Savinxi A Loan.

Stockholders of the Cuyahoga Savings 4
Loan Co. at their annual "meeting held yea
t*rday re-elected for' three yearS the ;
directors whose terms expired—Davis Haw
ey, president; George H. Gapaon. vice preal
gent:. J. Murphy and L. J. Camaron
rysailrer.

Thirteen Financiers and Business
Men Go to Washington to
Combat Pittsburg’s Plea for

Federal Institution,

A party of thirteen bankers and
business m”n left for Washington at
R:15 o’clock last evening to attend
the hearing before the federal re-
serve board on Pittsburg's plea for
the removal of the federal reserve
hank of the Fourth district to that
aty.

In the party were Mayor Newton
P. Baker. Colonel J. J Sullivan, F.
W. Wardwell. A. G. Tame, A. M.
Corcoran, Thomas H. Wilson, L. A.
Murfey, F. H. Tolies. W. E. Ward,

M. E. Johnson. George P. Russell.
Charles E- Paine and George F.
Hart.

Hot Fight Kjpected.

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

U REVENUE

Short Terra Loans Eligible for Reserve institutions Ur
der New Bank Act—Stock Market Uplift Comes t

a Halt.

BY F. F. DUNCAN,

Financial Editor of The Leader.
Federal reserve banks will probablj* be active bidders for the reventj

notes to be issued by the city of Cleveland about May 1.

D. C. Willi

chairman of the board of the Cleveland federal bank, will confer wit

city officials on the matter today.

If the notes come within the limitations of eligibility for federal ban!
investments—it is the general opinion that they will—they will be re
garded as a choice form short time paper for those Institutions.

New Tork city last week placed $6,000,000 of its revenue warrant

with the federal bank of that city.

The sale of revenue warrants is i

new thing in Cleveland, although a popular form of short time financial

In other large cities.

According to the new banking act the regional banks may purcbasi
such municipal paper of maturity date not exceeding six months anc
issued In anticipation of collection of taxes or the receipt of assurec

revenues.

Tt is believed that the new city loans will come within the scope ol

the banking act in this respect.

City Auditor Coughlin stated last night

that the loans placed in May will be paid with the taxes coming in during
July and that later in the year, probably In October and November* th«
city will again be a borrower against the taxes to be collected in January.

The maturities will run only from two to four months and in that
respect are well within the requirements for federal bank investment*. "v

The Cleveland luief against the
Pittsburg move will be submitted by
Colonel J. J. Sullivan with. S. H.
To’les as counsel.

The fight for the federal bank is
expected to develop the hottest con-
test of any of the movements set
afoot by dissatisfied cities over the
selection of the federal reserve cities.
Pittsburg bankers have obtained
signatures to their appeal embracing
nearly every bank in western Penn-
sylvania. They will base their ap-
peal on figures showing that about
half of the stock of the Federal Re-
serve Bank of Cleveland is paid in
by western Pennsylvania banker*.

Cleveland’s Claims.

The presentation of Cleveland’s
side of the case will stand largely on
the original argument that, brought
the bank to Cleveland—its more
ready accessibility to the territory
embraced in the Fourth district, the
high standard of banking main-
tained in this city, its larger popu-
lation and the husky growth that has
marked Cleveland as the future city
of destiny and left all other interior
competitors with exception of Chi-
t go far behind.

The Cleveland argument too. ac-
~ordirs to bankers, will Include some
new and important phases not here-
*»fore presented that may come as a
PMrprise to Pittsburg. Barkers also
expressed the opinion la«t night that
10ssession will prove the usual nine
Tvrfnt* fn ripfprmirilTio* F oo

13 FROM HERE FIGHT IU
KEEP RESERVE BANK

Thirteen Cleveland banker* artd
business men Wednesday were in
W ashington before the federal reserve
board to present briefs and arguments
to prevent the removal of the Fourth
district reserve bank from C~*'gland
to Pittsburg. 7

A fight to have the bank raovfcd to
Pittsburg was begun by Pittsburg
bankers immediately following the
announcement that the reserve bank
would be located here.

BEStKVt BANK
T0 STAY HERE

The federal reserve bank for
the fourth district will remain In
Cleveland, despite the petition of
Pittsburg bankers to have the
bank shifted thjejfv, |

Although fairinal action has
not been taken by the reserve
board in Washington, it is known
that arguments presented by
Pittsburg failed to win a major-
ity of the board to Pittsburg’s
views.

Members of the board believe
it would be disastrous to the re-

serve system to begin to shift
J>anks from places already
choaen.



RESERVE SAVFD,
BANKERS BELIEVE

Clevelanders °resent Argu-
ments Against Claim
of Pittsburg,

BY RQQERT F. WILSO.X.
ILeader Bureau. 30i Higgs Building.
I WASHINGTON!', January 13.—The
struggle of Pittsburg to wrest the
federal reserve bank of the fourth
district from Cleveland is all over
but for the decision of the federal
reserve board.'

j After months agitation, the
Pittsburg bankcMri>«bmiltesd their
case to the board today. Their ar-
gument was answered by Mayor
Newton D. Baker and Attorney S. H.
Tolies so ably and completely as to
leave little doubt in the minds of
Disinterested listeners that the ef-
fort'of the Pittsburgers has Jjeen in
) [vain.

In fact, members of the large
Pittsburg delegation in attendance
at the hearing, after listening to the
arguments, conceded that there is
little chanco that the board will up-
s*t the work of the organization
committee, which placed the bank
in Cleveland. The board announced
that it would take the case under
advisement and render its opinion
in due time. * o

The Pittsburgers. through Attor-
ney W! W. Smith, attempted to make
the point that their appearance to-
day was in furtherance of what in
a court would correspond to a mo-
tion for a new trial, arguing that
In the hurry of organizing the bank,
the .organization committee did not

twiT- to take all the
facts into consideration.-'

The Cleveland response was that
the proceedings todny were rather
*n action after judgment had been
rendered.

“The bank is actually in Cleve-
land doing business®’” said Tolies, in
his reply to Smith. "It Is estab-
lished, ami. unless there is a show-
Ing -of fraud, of a mistake, or if ex-
perience has shown that the loca-
tion i» prejudicial to the best inter-
ests Of the banking interest, then
the decision of the organization
committee should not be disturbed.
There has been no such showing.”

“Would Shake Confidence.”
‘In a short speech, in which he
hound up the Cleveland side. Mayor
falter contended tjuit to move the
fink row would Hr Vo’shake public
e-.nfldetice in the stability of the new
tanking system.

“It would defer., tho hope of th?
P'iblij that this institution will ram-
iiiT some th« financial limitations
iuder which «this country has la-
Vired " he said.

A larfie delegation came from
Cifeland to the hearing. It Was
bcj.Uud by Baker, Tolies. Colonel J.
J rfi .lllvan and M B. Johnson, and It
~mlulled also F. W.Wardwell, presi-

detit of the .-lev-ilund Clearing House
Jgg>W ll*on.

Russell,

W. E. Ward, A. G. Tame, C. A. Paine,
George F."Hart and A. M. Corcoran.

Mayor Baker and most of the
party returned to Cleveland tonight.
Tl.e mayor escorted the delegation
to tho White House after the hear-
ing, but a few minutes too late to
see th™ President. They also called
on Senator Fomerene in tlie after-
noon.

Attorney Smith succeeded, over
the protest of Attorney Tolies, in
getting before the board petitions
from 476 out of the 766 member
banks of the Fourth district asking
that the bank be transferred to
Pittsburg. In his comment on these
petitions Tolies said:

“You ought to consider how these
petitions were obtained before giv-
ing weight to them. Cleveland has
not thought it becoming to canvass
this district or solicit votes for the
retention of the bank in Cleveland.
We have thought to rely upon the
merit of tha decision awarding the
bank to Cleveland, rather than upon
#ny drumming of the district. How
these petitions were obtained, by
wl-at drumming or solicitation, |
have no means of knowing."

Compares Two Cities.
“In the matter of financial su-

premacj', Industrial and commercial
supremacy, and convenience of ac-
cess Cleveland is completely out-

shadpwed by Pittsburg in every .par-
ticular,” said Smith, He then went
on to give statistics bearing out his.
statement.

“The capital and surplus of the
national banks of thi six largest cit-
ies in Ohio fall $2,000,000 short of the
aggregate capital and surplus of
Pittsburg banks,” said Smith. “Of
the seven cities with bank capital of
over $25,000,000, Pittsburg was the
only one in which a reserve bank
was not located.”

“We have heard no reasons given
for locating the bank at Pittsburg,”
was the way Tolies began his argu-
ment.  "Nothing, except that su-
premacy, which any Pittsgurger is
ready to admit at any hearing.”

He denied Smith’s assertion that
Cleveland business Is localized, while
Pittsburg’s market Is world-wide.
"No American city has a trade wider
spread than Cleveland’s,” he said.

Cleveland’s Atmosphere Better.

"Before this banking law was pro-
posed, the feeling had come to be that
the flow of money did not foliow
natural courses—t had. been made to
flow uphill by special Inducements,
because the control of emoney had
fallen Into very few hands. This
fact, no doubt, was In the mind of
the organization committee, when it
made its decision.”

Tolies declared that the "atmos-
phere” of Cleveland is better for* the
regional bank than that of Pittsburg.

"There is natu. 1 feeling against
Pittsburg for the reason that her
political and banking history in the
public records does not create the at-
mosphere In which one would place
a bank of this importance. This is
Pittsburg's misfortune rather than
her fault. Cleveland’s growth and
conservatism of banking has been
absolutely free from the slightest
scandal or failure, and these were
factors in influencing the commit-

MAY LOSE BATTLE
FOR RESERVE BANK

Pittsburg Fails to Impress
Federal Board by Its
Array of Figures.

Mayor Baker Pleases by Us-
ing New Civic Angle in
Argument.

fl .«m
Plain D ealS Ureaff >

WASHINGl'OS

Contrasts between the civic con-
sciousness of Cleveland and Pitts-
burg and references to the wide dif-
ference in the political atmosphere”f
the two municipalities played —large
part in the hearing today before the
federal reserve board on the protest

of Pittsburg bankers against the se-
lection of .Cleveland as the re:.’onai
bank center, foi* the fourth reserve
district.

The representatives ui 7" .burg,
asking that the regional bank be
transferred from Cleveland to Pitts-
burg, were armed with a long line of
statistics covering manufactures,
miles of trunk line railway, tonnage
in various commodities, bank clear-
ances and rates of interest.

The representatives of Cleveland
had statistics, too, but with these fig-
ures they presented reasons why the
metropolis of Ohio, morally as well
as for the general public interest
should retain the central bank in the
fourth reserve ~jtrict.

Breaks RoatliAJ™ouotonr,

It was somemiflg”'hey-" t'riiA Making
of the question of civic awnJwhere
Into an otherwise necessarily dull re-
hearsal of figures pertaining to the
movement of trade. And it was not
alone interesting but refreshing to the
members of the reserve board. They
themselves said so in congratulating
Mayor Newton D. Baker, who led in
this line of argument and who told
the board PJttsburg was suffering
with “statistical imagination.”

It was contended that Cleveland
from the start ~nth'j etice.llv joined

— >»E'~j Vi 4th CnV.njn.
in the movenjent ~,5 Jgr- w.itude
of,Pittsburg if.not openly ir awas

indifferent. -.The- uat»»”al .bu-.c fail-
ures of each pity also were n.-'tion-d.

The hearing today was oral to
supplement the written briefs 'filed
with the federal reserve ’board on be-
half of thertwo pities. At the con-
clusion ot tie argument announce-
ment was declsloYi would 'be reserved.
All surface indications rinii.t that
the federal reserve boai*5l will sustain
the action of the organisation, com-
mittee in selecting Clove.Und and Will

not disturb the nev banker system

in operation tout altyttie more yi®n

two months. . ?. .

~Ur.e representative”™ Jof Pitutbmg

tjjiiaselves atdLaitted. fcft#r t"e beor-
saw. little cb -for
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a. chan?e in the attitude o fthe
board. Trrespective of the arguments
the attitude of the board seems to
be that if there are any defects ex-
perience will demonstrate them and
the only logical course to ‘pursue is
to observe the workings of the sys-
tem as organized.

Arguments for Cleveland' were
presonted by Attorney S. H. Tolies
and Mayor Baker. In addition to
the two  spokesmen Cleveland was
represented at the hearin? b¥ J. .
Sullivan, JI. W. Wardwell,. Thomas

H. Wilson. George S. Russell* C. A.

Paine. JL A. Murfey, M. B. Johnson,
George F. Hart, A G. Time, W. E.
Ward, A. >1. Corcoran. «

Argument for Pittsburg was pre-
sented by Attorney William 'Smith.
Other representatives of Pittsburg at
the hearing were T. Hart Given, pres-
ident of the Farmers Deposit National
bank: R. B. Mellen, president of the
Mellen National bank, and John R.
McCune, financier and representative
of the Pittsburg chamber of com-
merce.

Attorney Smith vigorously- denied
there was any criticism of the federal
reserve board. He declared the map-
Bmg out of the new system [*y the

oard to be a “wonderful pitée of
constructive work.” and then insisted
tllat in the case of the fourth district
a mistake had been made* He
summed up with the statement the
capital and surplus of the sjx largwst
cities of Ohio, Cleveland incited, was

| £e 5|2,000,000 short of that'in Pitt*
alone. .

Attorney Tolies characterized some
of the statements of Attorney Srtiith
is. ridiculous, as, for_instance, the
Pittsburg man's assertion the Cleve,
I'iand market is localized.

“W/th the possible exception of
I\*ew Tork and Chicago the Cleveland
market Js most diversified in the
Lnited States, reaching near%y every
point on the globe,” said Mr. Tollfes.

Mr. Tolies discussed the purposes of
the new banking: act to provide a
more equitable ~ distribution of the
banklng: resources of the country and
contended that by this test Cleveland
was in every way to be preferred over
Plttsbure.

\n Acceptance Problem.

In preparing' rules governing ac-
ceptances available for rediscount, the
federal reserve board is being: con-
fronted with certain difficulties. The
‘'ederal reserve act limits the accept-
mces rediscountable to those based
>n import or export trade, and the
tuestion arises how acceptances may
> marked so as to make it certain
o holders in the course of circulation
hat the paper is based on foreign
rade. Before the war an American
mipper of commodities drew on a
-iondon bankk no matter what or to
vhat country' ne shipped. th®
lew plan he frer]u"J’\tALv_l raSfs on
ereditu set up AAdiIJF.MgifflW chaser
u an AmericaWRnro. Under the old
?Ian the nature of acceptance, being:
rawn on London, was indicated on
;he face. Under the new' plan this
£ not the case, and an acceptance in
die,course of transfer fuom#hand to
iand when used as an investment will
lave nothing on its face to tell a pur-
chaser that the leiral requirements for
redivountability have been met. The
shipping documents that went with
fhe paper were detached b%/ the ac-
~eptinc: bank for security when it ac-

buy bllf* b.

W mfor fear that
the marks made the

f\ less n**gotf-

able and if notations are
to be >f the draft -ms
drawn i orted or im-
ported r, Hiust no so
madla ’ e draft on the
goods ii is to make the

Eaper conditio. or less negotiable.
egulations will be issued in the near!,

.org/

Federal Reserve Bank of St. Louis

POTENTIAL FACTORS NOT EXHAUSTKD.

But the markets are not yet In full possession either of the accruing
lenefUs from easing money, nor the orders that hinged on”he rate de-

elsion. The average interior bank

Is Just now commencing to feel the

mffects of a lessening demand for money and a growing deposit account,
nterior banks are only now commencing to reduce their bills payable and

metire their emergency currency in ' comprehensive way.

It is also p.v nt

hat the investment markets did not begin to contribute to the general un-
buckling of a taut situation until the first week in Janua_r%/.
Trading in the New York bond list continued on a liberal scale rv.th

prices firm.

The. local investment demand was stronger than on Tuesday

md the total turnover on the exchange up to the best since the first of

1 ear * m

y .
Governors of’Vhe New York exchange approved plans for the restoration
of arbitrage dealings with European markets under restrictions to be

defined later
T

he federal reserve bank\ /of Cleveland
per-cent In accordance with
The rate for sixty days was reduced to 5 per cent and ninety
A 6 per cent rate prevails for'longer periods.

for thirty-day paper to 47
pectations.
riavs to 5 per cent.

Investments Increase $2,-
706,000 and Rediscounts
Nearly

Merchant Paper Held is Half
Thirty-Day Variety—
Directors’ Fees. ,

iHW S.AT-fflhmw WAS*

In the week just ended the federal
reserve system Increased its invest-
ments $2.7<H>tKX), and rediscounts and
loans ?2,5(1(1,000. In other *words the
system materially enlarged its com-
mitments and Is rapidly taking on
new dignity as a factor In the coun-
try’s day-to-day financial operations.

The total of $9,173,000 investments
includes municipal warrants and gov-
ernment bonds, chiefly warrants. The
total of rediscounts, $12,442,000, is
about 50 per cent, in paper of matur-
ity not exceeding thirty days, and
about So 1-1l jier cent, in maturities
not exceeding sixty days, making
clear the system's liquid position.

Federal reserve notes in circulation
decreased $10,000. The outstanding
$1,83S,(XX) is net after deduction of
the notes in the hands of regional

banks, and the old and lawful
money put Into the hands of federal
reserve agents to cancel liability of

the banks. At the year end the net
circulation was only about $3,750,(KK)

and decrease has occurred ever since.’

The letter of Henry B. Joy, director
of the federal reserve bank of Chi-
cago, to Gov. Hamlin protesting
against muckraking as to that insti-
tution has a.oused wide interest.

In the course of his letter Mr. Joy
stated that he considered the time
and effort spent on the band’s
affairs by the directors com-
pensated In ridlculousl; inadequate
fashion. He favored $100 a meeting
as a fee to each director and $100 a
month for incidental expenses, corre-
spondence and time devoted to keep
educated on the current affairs of the
institution.

The directors of the federal reserve
bank of Cleveland receive a fee of $20
each for each meeting, held once a
month. Five of the directors make
up the executive committee, which
meets once a week and each member
of the committee receives a fee of $10
a meeting, there being no duplication,
ptrectors are paiil expenses tn. addi-

its rate of discount
last week's ex-

reduced

tion to fees. A number of them live
at such distances, in Cincinnati. West
Virginia and Kentucky, that the
journey to and from Cleveland and
the meeting require a full day from
their other affairs. These fees have
been_sfet by the feders* reserve board.

Minimum rediscount rates are now
4 1-2 per cent, in all cities but two in
the south. The system’s statement
as of the close of business Jan. lo
follows:

RESOURCES.
Gold coin and certificatea........ |1230,m.Q00
Legal tendder noteg. silver. certlfl-
cates and subsidiary coin........ . 1P,2W,000
Tota(lj, i i *252.744.™
scou and loan

K aturitles Wnit?lln 30 days. $ J,049,0*
Maturities within 60 days Jiolo’ooo

Total resources
LIABILITIES.

ik Paldodts
'ed ra," reierve
culatlon (net)

%ﬁ%l rle'saebr'\;'e“eesigaih'st net liabilities 87.1
)eCasb

liabilities 08.1
>er cent.

Federal Reserve Bank of cleveland
RESOURCES.

Jan. 15. Jan. 8.
Il jrold certifi-
Gend Jrold et 7,005,000 $18,291,000

Legal teridbr_ notes, sil-
ver certificates and

reserve against net

subsidiary coin .......... 016,000 1,098.000
Rediscounts and loans.. 414.000 455.000
All other resources— 742.000 1,728,000

Total e $19,077,000 $10,567,000

LIABILITIES. \

.t 2.054.000 S 2,0*1.000
16,001,000 1T.3M.000

Capital paid In.
Not deposits .....

Federal reserve notes

In circulation.............. 142,000 14J2,060

Total e $19,077,000 $19,66T,000
Gold reserve against all

liabilities, per _cent.. 99.7 9291
Cash reserve against all

liabilities, per cent.. 105.2 99.14
Local National Ranlca.

Cleveland national banks report for the
week ended with the close of business Fri-

day last decrease in loans of $429,211; nom-
inal Increase in deposits of $88; and decrease
In cash and due from reserve agents of
$253,995.

CLEVELAND CLEARINGS.

Last week
Week lost year..
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NEW CASHIER OF DIAMOND
NATIONAL BANK

\Willter ... Phillips.

~Mr. Phillips, who was former as-
sistant cashier of the Diamond Na-
tional Rank, was named cashier
Wednesday to succeed

who is now reserve

I':e%e”“ Reserve Bank

and,

Pittsburgh az. Times

January 14, 1915

Federal Reserve Bank of St. Louis

ctitnatloa Inch«ag«d In Clevela;

* ]
p. C. Wills, Federal Reserve Ai 1
(JowAaQ"j, reports that “ changes re-
yectliigfiTislness and agricultural con-
ditions are few compared with thirty
lay ago. The financial situation and
money rates are unchanged. A large
I'olume of business is being handled by
the banks. In one or two centres of
jhe district there has been a rather
brfak demand for. funds. As a rule
however, money is reported easy. Jill
over the district. Dealers in securities
report no let up in the market, but
Eo_ serve a strpngf tendency _toward the
|ggFr grade mﬁestments. The great st
problem” of all the manufacturers in the
-district Is the labor problem. Some are
-exp(i)rlr_nentm'\gI with negro_laborersA”h
e re_being Jt Ug]tvr rtere ift consiaoj
Dhu*ntnffs “from the South.”

New York ”~imes

September 1916
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BANK STATEMENTS

The statements of the federal %anks and
?6Wthe Cleveland and New York banks fol-

CLEVELAND FEDERAL BANK.
Resources.
Gold and prold certificates ............. 117,005,000 00
Le#al tender not#«, silver cer-
&6.000 &

tificates and subsidiary 'dttlJi*,*
Rediscounts and loans ~ 414,000 00

All other resources 74.°.000 00
Total resources ..., 119,077,000 00
Liabilities.

Ca;[)ital paid in $2.034.000 &
Net deposits ... . 16,901,000 00

Federal’ reserve notes In circula-
HON s 142.000 00
Total liabilities ... 819,074,000 00

Ciold reser\e against all_liabilities. 99.7 per
cent. Tash reserve against all liabilities
ri* per cecit. Cash “reserve against ai
liabilities after setting aside 40 per cent gol<t
reserve aglamst Federal reserve notes in cir-

culation, "105.7 per cent.
ALL FEDERAL BANKS.
Resources.
Gold coin and certificates............. 1236,516,000 00

Legal tender notes, sliver cer-

tificates and subsidiary coin.., 16,288000 »
Tout ... L10flIn o, 714,000 w
B?Irs_dlsc € anéjlapns:v]iw
Maturities wfthin 30 days.............9
Maturities within 60 days..
)ther

otal 12,442.000
nvestment* ..., 9,173,000 00
Due from F. R. banks:
terns in transit | ,000 00
Ul other resources 15.144,000M00

Total resources

apital paid in
Reserve “deposits
federal teserve no
tion inet amount)

Total liabiiitiee . e $297,09%.000 GD
Gold reserve against net liabilities. *7.1 per
ent. (ash reserve against net liabilities,
3.1 per cent. Cash reserve against liabilities
fter getting aside 40 ;'):er cent gold reserve
gainst net ‘amount of Federal Reserve notes
n circulation, 935 per cent.

JEW YORK CLEARING HOUSE BANKS.

increase
W0aNns. etC ......ocernne. $2.19%.408.000 $8,509,000 00
teserve In own vaults

351,592.000 34.010.000 00
108,103,000 7,365,000 00

positaries o 31697.000  *537,000 00
;et demand deposits. 2,059.263.000 27,983,000 00
. 89,858000 199,000 00

Cec time deposits...... . ,
-i<reulatlon . 946.000 *3.270,000 00

_<B>—Of which *£73.698, is'oggecie.
iggregate reserve ... 8491392
CXCess reserve ... 135,971,010 15,391,200 00

OTHER NEW YORK BANKS.

,0ans, etc. ... $555,130,900 *16,277.400 00
-peoie ... . 43218900 ,100 00
egal tender: . 11241400  +978,600 QO
Total deposits . 614,802,700 *792,700 00
Banks cash res n

111,149,300
r-serve in vault 43,311,000

CLEVELAND CLEARING HOUSE BANKS.
Ix>ans decrease .. $429,211 00

Deposits Increase . 83 00
Cash and due Xroiu res. agis. dec.. 253,99 00

\iii v* K

vr«frr»«. njrateiu M
Abandonment of the $100,000,001
gold pool is the latest tribute to thf
righting of the foreign exchange sit-
uation, and_return of the funds will
eas< conditions at interior points.
Members of the federal reserve bank?
will  we another 1 per cent, of their
capital totock and_surplus on subscrip-
ttbn to the regional banks’ capital
Feb. X This will bring another
000,000 ?old and gold certificates to
the local institution and $18,000,000
to the system. While the influx will
add in ‘a degree to the investment
problem, the problem Is not bothering
the boards as much as might be
guessed. The federal reserve system
la being conducted with the idea of
furnishing a bulwark ot strength for
the banking community and profit ffl
a fecondary consideration. ‘
The Grafton bank of Grafton. W.
Va.. which failed to open yesterday,

:khof*iTmv«« *5tX 000 *

http://fraser.stlouisfed.org/
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In Transition Stage Frem-Debtor to Creditor Class—
Uses Two Billion-Dollar Trade Credit to Good Ad-
vantage With Federal Banks Helping.

ft 1< BY F. F. DUNCAN,

Financial Editor of The Leader.

It Is r.ow time to recall the interview printed in The Leader at the out-
break of the European war, in which a Cleveland financier, E. G. Tillotson
predicted world-wide supremacy for the United States as one of the ultiman
effects of the cataclysm involving the old world.

This passing week has seen tangible evidences that the prophecy is abey
to be made good. Here are some of the wonderful happenings that the ne
year, now only two weeks along, has brought forth.

Exports exceeding imports by the huge total of J,000.000 a day, sustained
(for a full week, or at the rate, if sustained, of $1,520,000,000 a year.

Japan and China sending gold to the United States in payment for sup-
plies purchased.

Canada returning gold to the United States in payments against an ex-
cess of purchases over shipments wh'ch has not even been fully covered by
Caradlan borrowings in this country totalling many millions of dollars.

New York banks furnishing the Russian government with a J25.000.000
credit to be drawn agrainst for goods to be shipped, the payments to take the
form of “acceptances” given by the Russian government to the New York
banks and hence available for rediscount by the federal reserve banks in this
country. ,

It was officially announced yesterday afternoon that the details of this
transaction had been concluded. The acceptances are to run for ninety days.
They are renewable after that time for another ninety days and will draw
interest at the rate of 5 per cent, plus a bankers' commission of half of |
per cent for each-period. -

TRANSITION OF DEBTOR TO CREDITOR NATION.

Here then is a situation full of wonderful possibilities. This country is
getting some gold on the direct movement, although yesterday’s New York
bank statement clearly shows that the gold is not at all needed. For the
balance, this country is dispensing three and six months credits in >25.000.000
blocks on the security of the name of one of the strongest of European
powers. There is no occasion to question Russia’s ability to finance its obli-
gations on long term loans at the end of that period when this country will
megain be In command of the exchange to the full amount of the maturity
then due.

It is possible that if Russia has difficulty in placing its permanent loan
part of It may come to this country. The ultimate financing may take the
form of an advance to Russia from England with some displacement ot
American securities held there. But whatever form it takes, one cannot
evade the conviction that the ultimate effect at *he worst view of it possible
is the cancellation of a debt by this country in the form of the home-com-
ing of securities, to bo paid for in American goods.

This country realized its weakness and Great Britain its strength when
in the crisis of the outbreak of war London attempted to liquidate a huge
part of the $6,000,000,000 of American securities held there. Today the
United Suites is either ieducing that economic weakness or offsetting it by
placing credits broadcast throughout tho world on a. purely commercial
Pnsis.

K fifrve Act

As the federal reserve board short-
ly will lay down rules governing
member banks deallngi in acceptances,
there Is new Interest In the prorislons
of the reserve m.at relating thereto.
Member banks may accept, and re-  sjring to be as conservative as feasiH
serve bonks discount, bills of ex- ble in the matter of permitting 1

. to Increase liabilities, confined

0 new acceptance power to import
Q % . mexport paper tthich Is based on

stIc trad ITRewTse favered; i commercial transactions anU is

question many are asking. The rea- liquidating. When the time comtt

Accr.os.u... Idrawer ana grevious indorser, tt any:

Iliable—the bank's nam™* thereafter
circulates on the draft which mpy be
used for -investmemt.. or may paa?
Ehrough forty ha* " | !
ures. "

The framers Q‘fﬂ]e rEsFegvlel gg:t, de-

son in all likelihood Is this. Paper
based on foreign trade Is founded on
actual commercial transactions. Much
of the paper current In domestic af-
fairs is accommodation paper. Whan
a member bank exercises its privilege

to accept, It signs its nam
draft, makmg itself as wel

that domestic paper shall be based on
actual merchant deals to greater ex-
tent than Is now the case, the act can
be amended to broaden the accept-
ance privilege. Good bank accept-
ances are In brisk demand: they cir-
mntlate in the east at the lowest com
rnercial paper rate. If not lower. _Un-
iter the new Van Tuyl law New Tort
state tognks cjtn accept domes
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New York City Warrant*? .pcmstitute First Purchase—
Market~i~aifi Strong with Big Volume of Busi-

ness in Bonds.

IV'IUt o
, Pi’bSIC debt infiatlou and vhi®
moderate fraction of the reserve’

mtern's cash, now aoout $295,000,-
o will at any time .bj concentrated

Li'
o>

Why dd not tne teaerai reservt
banks  prevent the failures is being
asked. The reserve system is no
designed to patch up bad spots, but
to prevent them. The kind o- nep
which it chiefly affords is not tha
of bolstering up lame projects, but
of helping bolt upright enterprises tc
make progress. The paper whicn it

rediscognts is nok; agcommodationI
. paper but paper base on actua
BY F. F. DUNCAN, Al'm cor'\r/llmerbcial Lranﬁactitohns. b Ui
- - - ember anks rougho.
Financial Editor of The Leader. country will be adding to theu

'm '/'lie Federal Kesen'e Bank, of Cleveland, has made Us first important i_n-
vestment purchase. It has taken on $500,000 New York city warrants ma-

piles this week and néxt preparat
to paying the- second installment o

turing next Juhh Other impytant municipal purchases are understood to the  subscription on reserve systen
be pending. It is probable that the larger of these originating In the fourth ntnrk.
district will be negotiated by the local federal bank and participated in by
other eastern regional banks who will in turn give the Cleveland institution
participations iry the offerings of short time municipal paper originating In
jthelr districts. 'Cleveland and other of the larger cities in the fourth district
e expected to furnish the credits. DMIVtV ST ATtMEWIS |
« Tho call has been issued for the payment by member banks of the sec-
ond installment of Uieir pro rata of capital stock of the federal institution. Clevelaggsgsgérél Bank.
Payments are due February 1. This will double the present capital of Gold and gold certificates 117388000 00
fc.034,000, making it <4,068000 or an amount closely epproximating that Legals, otfier notes and coia...” 'H8.000 0O
ure. The payments will increase the. total resources of the reserve bank Rediscounts ana loans. 518000 00

excess of $21,000,000.
a *The feature of the day's financial happenings in the east came after the

Investments
All other resources

close of the New York stock market in the form of more specific informa- Total resoi

tion concerning plans for Missouri Pacific. It became known that interests : L

Apresenting the Guaranty Trust Oo, Bankers Trust, Central Trust, Kuhn, ﬁgg"é‘elpg?i'g n " %%;%‘éﬁ;%%
Loeb & Co., and Kidder, Peabody & Co.. had sent letters to shareholders of F?ioenral reser - 144000 00|

ihe leading Gould property asking for proxies and stating their willingness
Kart 0 -nmmntpe at the annual meeting to be held March 9.

M U D RESRVE BAK

Total liabilities .......... seeeere- 519,808,000 00

Gold reserve against ail Tiabilities. 97.8 per :
cent; cash reserve against all liabilities, 103.8
per cent; cash reserve against all liabilities
after setting aside 40 per cent gold reserve
against federal reserve notes in circulation,
103.7 per cent.

All Federal Banks.

RESOURCES.

Gold coin and certificates..., $139,662,000
Legals. other notes and coin........ 18.747.000 i
Tofal cash ... 258,409,000 ;

Bills ~discounted” fl.n<f)
- Maturities wkhv TN 6.833.000
o= - ] (l\)/lerl]turmes wilain 80 days 421(1)28%
ww* "7 Diom<} Ly, A% ;r(t)tzglrt d'i"s'i:'t'dﬂ'h't's'"'éiﬁH""I'i)'é'ri's'. %%88%‘
. . . . . nvestments 1434.000 ;
Regional Institution Enteis Investment Field, Pur- [Due from F. R-b 142,000

. M oth 491,

chases $820,000 New York City and Troy (N. Y.) other resources 1349100
Total resources ... 1304.538.000

Notes—New Facilities Afforded Cities.

LIABILITIES.

Capital paid in

W V2 } t9In Reserve deposits ... 284:193.000

. . . Federa! reserve notes.. 1.923/

Orders to Build Ten Steamers Placed With Atlantic Total liabilities . 053,
Gold reserve agains 86.5 per

Coast Yards, Ten More Pending—American
* Merchant Marine Takes On New Dignity.

BY H. S. ROSENTHAL.
The Federal Keserve Bank of Cleveland has purchased $8"0,00U municipal

cent: cash reserve against nst liabilities, 93.3 |
per cent; cash reserve against liabilities aft-
er setting aside 40 per cent gold reserve j
against net amount of federal rsserve notes ]
In circulation, 934 per cent.

New York Banks.
CLEARING HOUSE ACTUAL.

ncrease.

i ituti i i iviti Loans, etC....cccoernnn. $2,212,213,000 ,805,000

v_ar.rants.. lhe Iocal_ |ust|tht|on thus launches its mvestmen_t activities, as Rocorve I own Valiits " 30.606000 0034000

listinguished from discounting for member banks, and materially swells the R%serll/e in fed res. 113039000 \

lystem's takings of public loans, which stood at $9,173,000 in the latest A s e 4,933.000 1

ies 073 6.000

weeklz statlemtintdmsdeksiturdsy. X - - NeE ??mang dep%SI 098053000 38';6%%‘%

- e ime eposits. 3 )| E

The Clevelan an as boug t $800,0.0F) New Yor c.lty sin $-0,000 %@Iation p lllllll 5& _ e
TVoy (N. Y.) warrants for varying maturities not exceeding six months. regate reserve...... 000

Excess reserve............ 143,022,799 7,051,780

While the rates of interest are not given out, it is known that the borrowing
s done at Jess cost to the cities than if open bank loans were carried. The
warrant* furnish, of course, a higher yield than would I'nited States bonds.
Entry of the system into the municipal field pro'ides a competitor for
other bidders desirour if ;'2;ing short time municipal funds, and the re-
sult will be cheaper err for cities. Municipalities in higV credit
standing can borrow todaj this method at a rate on a level with the best
merchant paper. ) o
m  The assistance that can be furnished cities by the reserve system
limited by the fact that only paper emitted'in anticipation of collection of
taxes or other assured revenue can be bought, ami this practice of raising
funds for current public needs is not universal. The term “ municipal” is
fcere used in its broad sense as applying tc paper of city, state, county,

is

Sp

Le? TS
Total deposits ...
*Decrease.

Cleveland Clearing House Banks.
Loans, deciease .

Deposits, increase .
Cash and duo from res. agents, i

DighoolddistFcsSand the other political subdivisions.
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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official comment from
made thU significant statement!.

It Is expected that as a result of the lower discount'rate*auRorized
for Atlanta, Chicago and San Francisco rese.*vc particularly In the
Southern dlstrlct discount oj>eri proportions.”

This means that the SoutllpW W fina it advantageous to retire Its emer.
gency currency on which the tax will be raised to 5 per cent in February’
and utili*e the lower cost reserve bank discounting facilities instead.

Financial London last week displayed no apprehension oner the sink-
ing of a merchantman in the North Sea by a German submarine, nor
over the air raids on the ceaet, but some worrlment appears to have been
aroused in that quarter over the varied differences with this country In
the matter of the difficult questions associated with contraband of war and

reserve boar” *t

$1,261,000 in the
Cleveland bank furnlshlng 2-3 of thi
increase.

approved
eates for the Chicago, reserve bank:
j'lour per cent,
rixty days; 41-2 per cent, on matur-
tles sixty to ninety days and 5 per

Ainorlenn re»IRtrv of vessels nurchased from Inrmw fjnrmfln owners.

AMUMLNEIKON
AS CASH PILES UP

Reserve System Puts $1,-
881,000 More
?counts and Public Loans.

New York CleS

Bank Deposits Up Near-
ly $38,000,000.

Deposits of the federal reserve sys-

tem increased $7,008,000 in the weel
and $14,804,000 in the last two week3
the gain being due in great part K
increase in deposits of member bank;
requiring that larger reserves be kep
with their regional Institutions.

Investments of the system went U]
latest week, thi

The system’s rediscount;

and loans increased $020,000 in  th<
week.

That the ease of money is now
more than siyface ease is definite!5s

shown by the $7,000,000 increase ir
surplus
clearin
system’s report.
member banks as with the
system
good loans and to get good yield short
term investments.

reserves of the New York
house banks and the reserve
With thousands ol
reserve

the problem now is to find

The federal reserve board yesterday
tho following rediscount
on ‘maturities up to
;ent. for longer maturities.

Reserve System Statement.
RESOURCES.

Gold coin and cer-

tificates .....cvees $239

Lefral tender notes,

silver  certificates m
a n d subsidiary
18, 747 000—$258 409,000

B|IIs discounted and loa

Maturities within 30

AYS. | e 8,833,000
Matdrities within 60
ays .. 4.089.000
Other ... 2,140,000— 13,062,000
Investments . ... 10,434,000
Due from fed
Items In transit . . 9,142,000
All other resources .i... 13,491.000
Total resources $304,538,000
LIABIr
Capital paid In ... 1 f 18.432,000
Reserve deposits ... 184,193,000
Federal reserve notes iu”circuja-
tlon (net amount).... 1,923,000
Total liabilities .. 000
Gold reserve against iabilitie

Cash reserve against net I|ab|I|ty'

Federal Reserve Bank of St. Louis

RETIRE §500111

Into Redis-

Total in to $1,500,000—Pay-
ments on Federal Bank Stock Already Coming in—
Markets Are Dull.

BY F. P. DUNOON, 26 1911
Financial Editor of The Leader.

The committee of the National Currency Association of Cleveland re-
red $500,000 of emergency currency yesterday, leaving approximately $1,-
00,000 still outstanding in this district. There was no further retire-
lents by local banks. These still have $270,000 emergency money out-
andtng. It is probable, however, that the bulk of it will be retired “ext
tonday a* m Tfetruary the tax: on this kind of circulation la stepped up
>5 per cent and at that expense there is no longer profit In It to the
anks. r
The Federal Reserve Bank of Cleveland yesterday received payment*
t $140,000 in response to the second call for subscriptions to the capital
tock of the bank, although the subscriptions are not due until February

This prompt response by member banks Is another Indication of grow-
lg ease of funds. [ ]

The best news of the day was contained in dispatches from Chicago
tating that steel mills at Gary, would speed up their operating schedule*
n February 8, and that the Illinois Steel Company will Increase Its active
apacity materially on February 1.

From the East more activity was reported in ship building circle* and
here were additional Inquiries In the market for steel for another boat to
e built at coast shipyards. Anyone in the steel trade, however, will tell
ou that It Is a “Long, Long Way to Tipperary” via the steamship route,
or the reason that it takes a long time to build them and that the total
f steel consumed in that way, even in the most active shipbuilding years,
i but small pickingin the general ftruclble of steel affairs.

¢ fjujC.aA.ij KJUBIiiKVJS BOARD ANNUAL.

The matter of chief interest in the reT as the discussion of the
extent to which the new federal banks m. enter actively into the
hanking affairs of the nation and to what extent they should pursue a
cautious course in order to preserve the reserves of banks against seasonal
demands and those periods of greater urge-icy that always come along
once in a while. From the tenor of the report it is evident that the board
considers a middle course the better"”

T..e report gives for the flist time from an official source the total
estimated debt of this country to Europe during the period of the wai
crisis piior to the forming of the gold pool. The figure is put at
$500,000,000. but this evidently includes maturities extending several
months ah<ad and which Itf is now apparent will tji*gjmet In
cash at maturity.

The board summarizes its view of its sphere of usefulness as follows:

"The ready availability of Itd resources is of supreme importance ir
the conduct of a reserve bank. Only then will it constantly carry th«
promise of being able to protect business against the harmful stimulu!
and consequences of ill-advised expansions of credit on the one hand oi
against the menace of unnatural restrictions and unnecessary contraction;
on the other, with exorbitant rates of interest and artificial stringencies
It should at all times be a steadying influence, leading -when and when
leadership Is requisite but never allowing Itself to become an in*trum«n’
for the promotion, of the selfish Interests of any private or sectiona
group, be their alms and methods or sn or disguised. , M B



5" EXCESS OF (U
S LARGEST

V . JfIATTI-fLAM PfXU# -
otal Surplus Reserve of New York Clearing House In

stitutions is $143,000,000, Despite Increase of
Loans—Rise in Stocks Made Clear.

East’s Abundance Now Duplicates Interior Conditions
in All Sections but South—Good Bor-
rowers Welcome.

BY. H. S. ROSENTHAL. *
Increase in surplus reserve of the New York clearing house banks to
tho largest it has ever* been, increase in deposits of the federal reserve
system and. such indications as come from the grain regions and direct from

interior banks dispel all doubt as to the real ease of money.

Two months

bankers were cutting down loans—today they are hunting loans of the

ht sort.

They are speedily retiring emergency currency and are taking

rchast paper and short term notes at low yield. Their problem is to keep

;he money working.

*?r8Pttg'e reserves augur well for the oiling of business machinery when it

begins to need it.

They tell why we welcome foreign borrowers.

They

make cjear why the New York stock market has withstood the week's for-
eign selling, for there has been a good deal of such selling.

Even the long term bond market got up steam, developed a $20,000 000
rrade, par value, and at that furnished but a fraction of the real business

wiiich was over the counter.
Barring surprises, new
vill be cumin
uture. establishment of distributing
luarters In various cities by the bon
" wrtmerit of one of

itionb along this line,
ffesr Hisrh Murk.

The surplus reserves of the New

fork clearing house banks, as of Fri-

lay evening, aggregated $143,000,000,
showing: increase of $7,000,000 In the
veek and exceeding the previous high
secord, made in the week ended Nov.
21, 1814, by $5,200,000. Such lavish
ibundance of cash made It easy for
tie trader, and for the business” con-
-em wanting to lay up material, to
SOrrow.
n the week to $2,212,200,000, with
wo exceptions the highest in histor&/.
The exceptions were for the weeks
»nded Sept. 19 and 26, 1914, the total
» t*e former period, $2,230,000,000.
making the record. .
ptethorii in the east duplicates tho
mor tfltloD* ir- the Interior, except the
«ifh. The federal reserve system
not prevented interior national
state Banks from devoting idle
Is to 'mastern balance

eenough to need the money.

1 FOR HEAD

FIEM B

>rt Shows Salaries of Offi-
cials of New Feceral u
Institution
Fancher, governor
il Reserve Bank of Cl.
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securities
out In the very near

/ the” country’s
ding banka denotes_the longer ex-

Loans Increased $14,800,000

; boosting. |
Bral business has not progressed |

*

and David C. Wills, federal reservi

agent. $10,000.
These figures were given out in ai
appendix to the annual report o

the federal reserve board submittec
to Congress yesterday.

The governor of the New York
federal bank gets *30,000; those ol
Philadelphia, Chicago and St. Louis
*20,000. Cleveland comes next at
*16,000, followed by Boston. Minne-
apolis and San Francisco *15000
each. Dallas, *12,000, Richmond,
*10,000, Atlanta, *9,000, and Kansas
City. *7,500.

The federal reserve agent at New
York gets *16,000, at San Francisco
*12,000. at Cleveland, Boston, Phila-
delphia, Richmond, Chicago and St.
Louis *10,000; Atlanta and Dallas
*6.000; Minneapolis and Kansas City
*7,500 each.

The federal reserve board has also
ruled that directors of the regional
banks shall get a fee of *20 for at-
tending board meetings and *10 for
those attending executive committee

meetings. Directors living  more
than fifty miles from reserve banks
are allowed an additional per diem

fee of *10 plus actual necessary trav-
eling expense*.

Banks In Tyler and Wetzel coun-
ties. West Virginia, appeared before
the federal reserve board at Wash-
ington yesterday and asked to be
removed from the Richmond to ti«
Cleveland district, H K i

City, However, Will be Given
One of Branch Institu-
tions Under System.

LV, LAt TitAiXi,
Secondary Headquarters Will
Serve Near-by Commer-

. cial.Zones.

BY BEN P. ALLEN.
Plain Dealer Bureau,
38 Post Bldg.,
WASHINGTON, Jan. 25.
Pittsburg in the near future is to
I> given the first or second branch
bank to be created under the federal
reserve Bystem. If Pittsburg gets the
lirst branch bank Baltimore will gel

the second, or vice versa.

Pittsburg, however, has lost al
chance tofget the central reserve baril
for the ourth district, located ii
Cleveland, and Baltimore will not ge
the central reserve bank for the flftl
district, located In Richmond, Va.

Although no, formal official an
nouncement has been made with re
spect to these matters it can be statei
upon the_highest authority that Auol
action will be taken. .

The Pittsburg p.nd Baltimore pro-
tests. with the evidence taken at th<
hearings before the federal reserv*
board, coupled with the board's deci-
sion, are in the hands of Chairman
Hamlin True, whose public announce-
ment of the decision Is to be made.

According to information obtained
today board members do not look with
favor upon either the Pittsburg ot
Baltimore protest, whichwould neces-
sitate a general change in the align-
ment in the federal reserve districts
in which the two cities are located.

The advisability of establishing a
branch bank in Pittsburg was consid-
ered by the board some time ago, but
action ‘was postponed until the formal
protest of Pitts ur% ag(amst the loca-
tion of the. main bank at Cleveland
had been disposed of.

_Creation of branch banks in an
city where such a course is consid-
ered necessary or advisable is pro-
vided for in the federal reserve act,
such branch_banks to serve the im-
mediate territory or commercial cen-
ter in  which  they are located.
W hether this would permit all Penn-
sylvania banks included in the fourth
district to operate with the Pittsburg
branch has not been determined.

It is probable, however, that the
activities of the branch bank will be
confined to Pittsburg and Ita en-
virons. )

The law provides that In the crea-
tion of branch banks four of the total
of seven directors shall be chosen by
the district bank and three bv the fed-
eral reserve board. The branch bank
conducts all of its functions through
the district bank.

The federal reserve board has been
slow to take up the question 'of es-
tablishment of branch banks until the
reserve system was in full swing,
fearing an avalanche of requests from
the big cities that felt alighted when
the tw«w« ‘o -
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—FEDERAL RESERVE BOARD.

Washington Board Makes It
First Report on Work-
ings

Declares Effect on Merchan

Paper Market Was
Immediate.
m am ptjm

report of the federal refierv” WEfw
covering the developments which pre
ceded the opening of the twelve re

gional reserve banks last Novembe
and the two months in which the;
have been in actual operation, wa,

sent to congress toda¥. It announce:
that noteworth% results already hav<
been accomplished and that the sys-
tem now "cannot be regarded as ex-
perimental in the sense that there ii
any uncertainty as to the outcome.’
The board makes the following points
in _the course of its extended report:

The hurried opening of the federal
reserve banks has fully justified itself.

ho new system caused such a re-
lease of bank reserves and increase
In confidence that in New Yofk com-
mercial paper in two weeks dropped
from above 6 per cent, to 31-2 and 4

er cent. .

P Formation of the gold exchange and
cotton funds rendered material serv-
Ice_ by restoring confidence and stabi-
I|Z|ngd value.

Had the federal reserve banks been
in operation at the beginning of
August they, instead of the clearing
houseiTand the United States treasury,
would have suﬂplied the great volume
of_currency which was called for.

e reserve bank’s duty is not to
await emergencies, but by anticipa-
tion do what it can to prevent them.

There is no reason why the federal
reserve banks should not earn their
expenses and a fair profit besides.

mpatience to show results should
not tempt those in charge of the re-
serve banks to precipitate any unwise

a Tne*T>oard refers to open market opera-
tjons of the reserve banks and &nnJJnJJB
that regulations  gov~lng purchase or a
eptancps will soon be made Publ

?hg ?s ue o tﬁese regu atdnons arg( others
governing open market operations, the re
not* says, there will be ample

for all "funds of these- banks, w”ch «xpe-
rlence demonstrates they may s”ely a
properly Invest at times when auch funds
are not absorbed in responding to the de-
mands of commerce, -industry and agrlcul

tUThe board points out that another press-
ing problem, that of admlsslon cf
banks and tni-‘ companies to the system,
in rpoelvink consideration and that at least
a tentative solution of the problem” at Issue
..; li arrived at in the near future.”
The report shows that ninety-three state
hanks and trust companies, with
capital and surplus o *9.151,300. have been
converted into national banks end emered
the system since the Passage of th. t
xine state banks and four fru.t companle.
ith capital and surplus of 1T.884«\V’ J.?
em acf]m?tte% uné{leP the?r own charteTs,
with the understanding that they will ac
cept r?/%ulations for the conduct of businew
N th« hoard | Applications from flft{-
._other aucTInstituUons which prefer 1o
wait for the Isuance of regiilatlons ,Koyerti-
ing their admission are pendinr h
boari' -

Federal Reserve Bank of St. Louis

Hondn.

TUb federal reserve board maria
ublic the annual salaries being paid
ederal reserve agents_and governors
of tlie twelve banks. .The cost of the
system: is a matter on which member
banks up to nqw have had only par-
tial light. When the details of yes-
terdaj/s report to congress have been
given out the expense of organization
and conduct so far will be easily as-

certained. Salaries of federal re-
serve agents are:

Boston, Philadelphia, Cleveland,
Richmond, Chicago. St. Louis, $10,-

000; New York. $16,000; San Francis-
co. $12,000; Atlanta and .Dallas, .2(>-
000; Minneapolis and .Kansas City,

$7,000. Governors—New York. $30.-
000; Philadelphia. Chicago and St.
Loyis. $20,000; Cleveland, $16,000;
Boston, Minneapolis and San Fran-

cisco, $15,000; Dallas. $12,000; Rich-
mond. $10,000; Atlanta, $9,000, and
Kansas City, $7,500.

The board approved a directors' fee
of $20 and of $10 for thoso attending ,
meetings of the executive committee.
Directors living more than fifty miles
from reserve banks will be allowed a
per diem fee of $10 for every day’s
absence from home involved™ in at-
tendance™ plus actual necessary
traveling expenses.

ARS

mA

ro\ - - —

Reserve System* c;«”"ensei.

An extract from the report of the federal
reserve board to congrepa regarding expendi-
tures Incurred by tho re+&hrve system follows:

“An assessmént of Thur*terith8 of 1 per
cent, was levied on the capital of the re-
serve banks *to meet the estimated expendi-
tures ofvthe board during the six months
beginning. Nov. 1, H>14, on whiea date the
total capital was' $107T1I0Q»109. The motley
derived from this lwrtssment is deposited
with the treasurer or tlie Unite# State-,
subjeet to check tgjyvthe overnor of the
board, countersigned by thé secretary. .
_“In preparing the estimates for the first
six months, it” was dllQcult to foretell the
exi)enses of every kind “Incident to the de-
velopment of the system, but it is_believed
that the levy made will be sufflciert to
cover all expenses for the period named.
It should be observed In connection with
this statement of expenses that nearly 50
er cent, or the total assessment upon the
ederal reserve banks has been for the prep-
aration of a large supp_ll){ of federal reserve
notes. This expense will probably hot need
to be repeated In the rear future. T ol-
lowing statement will show the receipts and
expenses of the board to date:
Estimated expenses lor six

months beginning Nov. 1.

814, Including ~ $208,500

for "purchasing” paper, mak-
ing die*, and printing and
ngravin ederal  seeerv-
notes; also_salaries of the
members of the board from

Aug. 10 and of Its secretary

assistant secretary from

Sept. o QOct. 5],

and. for liabilities incurred

Incident to organization of

the board and of the federal$

reserve banks ... . 451,040.00
Total capital of reserve Panics ’
Nov. 1, 1014 .o 107,700,100.00
Assessment, four-tenths of 1
per Cent........ivccnenes - 4°1,040.00
Amount received on, account
of above assessment up to
DDec. ;:rlﬁerl1§14" 2BM1B.W
'gpsements 08,88 8*
a0«,7T8.M
Expense* of ths boart to,Dec.
0w -y A55bk!1
Eﬂmpment él_ncludlng furni-
ure. _adding machines,
t>'pewiiters. €tc.) ........ 8,084-W
Miscellaneous A88#.4n
Rrintin fls"
Ste'nic'mgry ’S*J
Postage OLOO
Total *M ,33».*7

‘Tho reserve banks aro in th. *ret «U%*e
of arowth and both th. volume of fctuhi«s
whloh they can dev.ta> and th* expenwa
which their operation J»5j entail an matter*
?f mtimate. Much of.the « %em thu. far
Incurred by the banks ISAS aen for their
initial wjililatK IM fflIW W *uc* Items aa
Bguwment, note ‘'sstli.1- . the

nka were neceMariW opwied before com-
ﬁe regulation. Kov»roln» theft operation

of- the’ main otnc. .
t-cn (lied wtth omrrm

Loe.fi, Ip SH B S|. , .

The fedefal reserve board yester-
day gave mout new regulations goy-
erning rediscounts. They lessen
stringency of the rules” first is
at- to thé information required -
cerning financial affairs of people i

The new regulaTlons pWt .
regional banks shall 'not requli
statements of financial conditio
ithen member banks present depos
tors' paper for rediscount In the *
lowing cases: Where bills bear
signatures of purchaser and seller
goods and present prima facie e*
ence that they were issued for gOO
actually purchased or sold: ewjfit
the aggregate amount of obligation
a depositor actually rediscounted at
offered for rediscount do not excel
Su,000, or where bills are specificS.il'
secured by approved warehouse r"
ceipts covering readily mé&rketah
istaples. Member banks shall certif
to these conditions in manner*to |
designated

13 radstreets PﬁriTlf>iHRV\/1I®.
failures for_the latest, week is
compared with 453 in the correspon_
mg period last year. ' This tuercan
tile agency declares the pendulum o
trade still swinging in tho directioi
of improvement, though the move
ment Is conservatively steady- ||

JOIN CLEARING HOUSE

Five trust companies Monday
were admitted to membership In
Cleveland’s clearing house and the
Federal Reserve bank also was
taken in as an. hpMra”- jnejah«r.
been composed of the national
Ahe trust eomp&nls- afrfljfted
are: Citizens Savings & Trust Co-

Cleveland Trust Co.. Guardian
Savings & Trust Co., Superior
Savings & Trust Co., United
Banking & Savings Co.

Tellers” windows In national

banks will remain open fantH K
p m., beginning Monday, Tnstead
of closing at 2:30 p. m. This con-
forms with the trust company
hour.



»G ON DISCOUNTS.

The federal reserve board yesterday issued a new ruling governing ac-
ceptance of rediscounts from member banks. The new ruling modifies a
former one carrying stringent provisions for information regarding the
financial status of borrowers whose paper is offered for rediscount. The
nsw regulations do not require such _st%tep»*pta condition In
*he following cases: ' A"y AOiifc**Li *w**m
a Where bills bear the signatures of purohaser and seller of goods and
present prima facie evidence that they were issued for goods actually
Jiiirchased or sold; where the aggregate amount of obligations of a de-
positor actually rediscounted and offered for rediscount do not exceed
1S.000, or where bills are specifically secured by approved warehouse re-
m:#tpts covering readily marketable staples. Member banks shall certify

these conditions in manner to be designated by the federal reserve banks.
r*aThe board announced that it had not modifiedjts vieifs upon the
general principle of the desirability of credtoliiK M ~tion. The present
#4ep is taken, it was pointed out, to f*tfilittit**bperjnions "particularly dur-
the initial period.”

The federal board also authoriied a lowering of the discount rates bj
the Kansas City reserve bank to 4 per cent on maturities up to sixty days
4*4 per cent for sikty to ninety days and 8% per cent for longer dates.

mA /30

CINCINNATI

mpr “ct . if general business is slow but

7y, and prospects seem more encouraging; than

. some months, justifying a feeling of optimism,

rain and hay were active during the week, with
n advance in prices, while higher quotations for
our do not appear to be an obstacle to purchases,
s demand is reported active. No particular
finnge is noted in the coal market, domestic trade ;
eing fairly satisfactory and values fully main- ]
lined. Receipts of cattle were somewhat lighter |
lan the previous week, and quality fair to good. |
'he demand was only moderate and prices were
lightly lower. There was practically no trading
1 stock cattle, as quarantine restrictions are still A
n force to some extent. Wholesale dealers in
Irugs report business moving along fairly well,
nd. while no particular improvement was noticed
hiring the week, prospects for spring are consid-
red encouraging. The domestic demand for
vhiskcy is only moderate, although mail order
louses report a fair trade. There has heen no
hange in prices for some time.

Analyzing the federal reserve banking system
rom the viewpoint of the government’s renre-
entative. D. C. Wills, chairman of the board of
he Cleveland Federal Reserve Bank, explained
n an address th”-mcxius. operandi of the new
inaneial system Tuesday niVTit at the meeting of
be Cincinnati Chapter. American Instifflfr
ianking, in the Sinton Hotel parlors.

Excerpts from his address follow:

“Under the new act national banks will be.
lined and required to become strictly commeg
manks. The bulk of the assets will consij
iquid commercial paper, based on the biy
f the country. This commercial paper thcl
er banks can rediscount at the federal reserve
ank when the business demands of the fountrv
equire it. and the business of the country
vill hereafter regulate the ebb and flow of funds.
Vhen business is active and requires latte sums
or its operation, these sums will be .-wailable.
hough thev be far in excess of the loaning pou-
rs of the banks themselves. It is then Ihat the
eservoir of the federal reserve bank Vill lie
ised. These facilities to the mem'er hanVs are
tot subject to the whims or necessities of another
lank, but constitute a right that belongs to the
nember bank.

"Another advance that the establishment oP
his svstem will bring about is the imnrove-
nent of credits. While the elasticity of the cur-
encv. of which | shall speak later, is imnortant.
t seems to me the question of the improvement
if credits leads. By the improvement of credits
Tdo not mean onlv that there will be no tighien-
ng of credits hereafter merclv becai-se of th*
shortage of the circulating medium  There will
» under the new system. lAope. a tightening of
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(jelling a larger line ot credit than Tlek«r it de-
serves.

“However, it need not be felt by anv/fif you
that the federal reserve banks are going to’at-
tempt to revolutionize the methods of doing busi-
ness in this country all at once. In November
the Federal Reserve Board set the date of Janu-
ary 13 as the time that member banks would be
required to certify to the federal reserve bank
th-it they carried in their files a statement of the
borrower whose paper was being offered for re-
discount, Recently, however, the Federal Re-
serve Board has indefinitely deferred that date
so that tile banks would be given sufficient time
to adopt a general policy of obtaining statements
from all their commercial borrowers.”

After his address, Mr. Wills spent more than
an hour answering questions put to him by the
bankers present and succeeded in clearing up many
points. The meeting proved one of the most in-
teresting helps by the chapter.

J. E. Bohn. Jr., president of the chanter, opened
the session and appointed Robert McEvilley, cash-
ier of the First National Bank, chairman. Wil-
liam Reiser, chairman of the educational com-
mittee, announced the following future lectures-

February 9. “The Federal Reserve Act,” bv
Charles \\'. Dupuis, vice president of the Second
Rational Bank: February 24. “Investments,” bv
c mrA-JS|Ssnn- secretary of the Central Trust &
Safe Deposit Co.; March 9. “A Phase of Cor-
poration Finance.”, by Howard Warren, profes-

i °, e r,"clnnat' *&JIilEfe of Commerce :

in _"r_ T rTher,\ sht"% te Smile an Asset
of BjUmiess, by W L. ThedXsecretarv of the

Uivirfn Savings Bank & Trust ¢V “An" Tmnor- '
ffth I'yl-Anjnind y C' E' Fifth- 1

enthlsiast~'chanfl

of! -?nc time President of the “ittsbur®P
rgranizatinn

Annual "Report Of Federal Reserve
Board

A Washington dispatch says:

.The first report of the Federal Reserve Board,
covering the developments which preceded the
opening of the twelve regional reserve banks
last November and the two months in which thev
have been in actual operation, was sent to Con-
gress Wednesday. Tt announces that noteworthv
results already have been accomplished and that
the svstem now “cannot be retrarded as experi-
mental in the sense that there is any uncertainty
as to the outcome.” The board makes the fol-
lowing points in the course of its extended re-
port:

The hurried opening of the federal reserve

hanks has fulK- instilled itself.
5Ucu * icictsc oi nan.

reserves ifffd incre.”P~tri confidence that in New
i ork commercial paper in two weeks dropped
from above Gper cent, to 34 and 4 per cent.

formation of the gold exchange and cotton
funds rendered material service by restoring con-
fidence and stabilizing value.

Had the federal reserve banks been in opera-
tion at the beginning of August they, instead ot
the clearing houses and the United States Treas-
ury, would have supplied the great volume of
currency which was called for.

The reserve bank s duty is not to await emer-
gencies, but by anticipation do what it can to pre-
vent them.

There is no reason why the federal reserve
banks should not earn their expenses and a fair
profit besides.

Impatience to show results should not tempt
those in charge >f the reserve banks to precipitate
any unwise action.

The board refers to open market operations of
the reserve banks and announces that regulations
governing purchase of acceptances will soon be
made public. With the issue of these regula-
tions and others governing open market opera-
tions, the report says, there will be ample employ-
.ment for all funds of these banks, which ex-
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perience demonstrates they may safely and prop-
erly invest at times when such funds are not ab-
sorbed in responding to the demands of com-
merce. industry and agriculture.

The board points out that another pressing
problem, that of admission of state banks ant
trust companies to the system, is receiving con-
sideration and “that at least a tentative solutioi
of the problems at issue may be arrived at in th,
near future.”

The report shows that ninety-three state bank:
and trust companies, with aggregate capital ant
surplus of $9,151,306, have been converted intr
national banks and entered the system since th<
Passage of the act. Xine state banks and fom
trust companies with capital and surplus of $17,-
SS1.000 have been admitted under their own char-
ters. with the understanding that they will ac-
cept regulations for the conduct of business made
by the board. Applications from fifty-one other
such institutions which prefer to wait fnr the
issuance of regulations governing their admis-
ion are pending before the board.

Reserve System’s Expenses

An extract from the report of the Federal Re-
serve Board to Congress regarding expenditures
""rred by tile reserve system as follows:
"e‘Aw.-assessment of four-tenths of 1 per cent
was levie<I™fr*the capital of the reserve banks
to meet the estimated expenditures of the boar ,
during the six months beginning November 1.
1914. on which date the total capital was $107.-
760.100. The money derived from this asse=*-
ment is deposited with the Treasurer of the
United States, subject to check by the governor
of the board, countersigned by the secretarv.

“In preparing the estimates for the first six
months, it was difficult to foretell the expen”e-
of every kind incident to the development of the
svstem but it is believed that the levy made will
be sufficient to cover al' expenses for the period
named. It should he ol.served in connection with
this statement of expenses that nearlv 50 per cent
of the total assessment upon the federal resgew
banks has been for the preparation of ajflaree
-upplv of federal reserve notes. This
vill probably not need to be repeated in the near
future. The following statement will show the
receipts and expenses of the board to date:
Hstimated exnenses for six months

beginning Nov. 1, 1914, including

$209 560.25 for purchasing paper,

making dies, and printing and en-

graving federal reserve notes:

also salaries of the members of

the board from Aug. 10 and of its

secretary and assistant secre-
tary from Sept. 14 to Oct. 31
1914. and for liabilities incurred

incident to organization of the
board and of the federal reserve
DANKS oo $
Total cauto'ff'feserveTIltmks Nov.
jt. 1(if4 ... .. 107.760,100.00

431.040.00

Assessment, four-tenths of 1 ner nn

ceNtu.. S e 431,040.01)
Amount receivj*d K account of

above assesraj®up to Dec. 31,

1914 .. jfr 259.613.9-
Disbursements to Dec. 31, 1914 - 52,833.93
Balance with the Treasurer of the

United States to the credit of the

board Dec. 31, 1914 ..o 206,779.94
Expenses of the board to Dec. 31.

Salaries ce e, «,256.14
Equipment  (including furniture,

adding machines, typewriters.
etc 1" 6.034.59

Miscellaneous...coovvneecrnenecinnns q'171°3n

Stationery... ""2’027@6

Postage

B I £ T * 59,229.87

"The reserve banks are in the first stage: of

growth and both the volume of busmess wn'C
*hev can develop and the expenses which tner
operation will entail are matters of estimate.
Much of the expense thus far incurred by tne
‘banks has been for their initial organization, m-
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eluding such items as equmim-nt. fiote issues, etc..
ind as the banks were necessarily opened before
complete regulations governing their operation
cr.uld be framed and before their functions coul 1
be fully developed, their staffs had to be
organized on the basis of prospective rather
'ban immediate needs. The board is. therefore,
not able at this time to make a definite renort
on the normal exnenses of the reserve bank'"
,A complete schedule of salaries of eovemors.
ffileral reserve agents and salaries of the mail
office staff at Washington has been filed with

("0 tlrrrr<cs m

TEDERAL BANK STOCK SUBSCRIPTIONS.

Governor Fancher, of the Kederal Reserve bank, announced las
light that up to tho close of business clone to $1,600,000 of the second eal
or subscriptions to federal bank stock had been paid in. This amount)
0 SO per cent, both in the number of subscribing banks and the amoum

maid in. As subscriptions were made payable as of yesterday's dati
he biilan.ee is probably in transit and will be nakl Jitijfetonlght.. Tht
ubscriptions received on thor banks ou1l

>f a total of 763 banks in the flISVnA.

An easier tendency in sterling exchange appeared to conflict with
h* importance of the foreign Belling of American securities, but it
irobably accounted for in the great outgo of cotton and the rush to
1 f?w itjprc cargoes of grain. During the past three business day* exp.
>f cotton reagfced the record total of 284,000 bales, worth approximate
P.2,000.000. This is making exchange infinitely faster than the outgo
foodstuffs. '

The Daily Iron Trade reports that #*1g>isft'ndt$ftRing to buy 50,0
»0 100,000 tons of pig iron in this eounfr.Utfd "mat Agnedrican makers will
probably get the business.

In the way of domestic business the Burlington has entered the maN
ket for 1.400 cars. This, along with the 27,000 tons of rails ordered on the
previous day by the Northwestern, makes a rather good showing of new
business contributed by granger lines.. Pittsburg now reports that steel
mills In that district are working at close to 60 ner cent of oanacftv

I+ >ako. .

; It has been estimated that the
handling of the central fund here «lU
Inet entail any great burden on the force

iof the federal reserve board. It will be
devoted exclusively to taking care ot
iitems betw een federal reserve bank*
| themselves o.nd will have the practice
>result of setting up a clearing agency
_in Washington “for the twelve bBanks,
i Balances probably will be adjusted only
ionee a week or once a month, and *11

Central Fund of $25,000,0001 a
Basis of Clearing House for

P through their reserve banks, but which

Reserve Institutions. it is hoped will prove attractive to

bankers and shcw the advantages d.

. ircneral Intradistrict clearings. At. fir

WASHINGTON. Feb. 6.-Conferences ] * ~ e™ans contemplated clearances onQ

between members of tile federal reserve
board, governors of several of the re-
serve banks and some reserve agents
have developed definite plans for tli<
extension of clearing house operations
by the twelve regional reserve banks
One feature of the plan provides Cor the

creation of a central fund of possibly
J25.000.000, to be held in Washington to
the credit of the reserve banks, to tak
care of clearing operations between

{or_euoh banks as accept it. but -rventn-
~aUy~Tt is believed that aU banfcg wi!
come in. .

REDISCOUNT RATES OF
U. S. BANK ARI

The rc-saRr<g tjfc delihen&ons, which
lasted sevcntlBa)E. wflfTjeraid before
the entire federal reserve board next

The "8\
laOk Thursday ordered a general

Monday. Since the plans have .the ap-
proval of W. P. G. Harding and Paul
M. \Varb'>rg, two members experienced
In l.actlcal banking. It was believed to-
night that li-ey would be indorsed.

No attempt is to be made toward
hasty action, but it was understood to
have been unanimously agreed In_the
conference that the time has arrived
wlten the clearing functions of the
twelve banks_should be exercised as
fully as possible. Actual development
of the clearing system through the re-
serve banks will "be gradual, but mem-
bers of the reserve board believe these
banks will In time take the place con-
templated In the reserve act and do
practically all the clearing for member

Suction of It* rediscount rates,
feqtive Saturday. The lower rates a
sest the eas» of money In this
trite*. t f 4

The rate on alrrea
to sixty days' maturity
lo 4 per cent, aUty to nil
| 1-2 per cent, and .more
flays 5 per cent. Heretofore
tn-all maturities up to thirty
haB been 4 1-2 per cent,
ninety days 5 per cent
pinety days 6 per cent.

Banks in the district cq
the Cleveland Federal
fa/tbeen slow in taking

ih**r«ii B "V
Itevt-i. howevwr,
*K h« e s ten

to W9%eS ittns.



itest Week Sees $2,008,-
000 Paid on Subscrip-
tion installments.

tice tor Funds Read on or
Before Feb. 2— State-

r 195

m In the
week increased |tS rediscounts
and its Investments $2,746,-
making the total committed to
branches of its operation $27,-
,000. Capital paid 1n rose $2,008,-
in the V\Ieek due to payments ON
installment of stock sub-
xiptions; (he payments win make
greater showing: in next week's re-
rt.  Reserve deposits decreased

~,000, rﬁlectlng outside flnanc-
member bgnks were

federal reserve

€ second

concerned and payments or reserve
system stock.
The Cleveland. re&gﬁ ank re-
port, ncreases ngs an
tai paid , SOC

Iayments was a e ase

Jv-rsdlscolmts enlargement of thl*

|tem ﬁ e rua oes

|g er emlrg*n nency
begins t0 be fel

Jusl as a matter Com nt,” VAt
interesting {0 nOte at ral re-
SEINVE notes when the f en out

g mber banks as result of | m
€ aT) ishe wit the regional bank
oennot be countod as r The
a-edits in tho regional banJ* are re-
serve, but when converted into the

tew money cease to be so.
Th« fedtar&l reserve board has explained
18 loosening of the rule*, regarding Informa-
‘ required of member banks concerning
tople whose r.ot&s thev seek to have
untod at the regional institution. The
jRigfeats that the rules not requiring
U Statements be not applied to “pur-
paper” bought through brokers or
with, whom™ the purchasing banka
.. TO direct relations. ' In cases of tlile
t where borrowers’ statements in the re-
irea form_ » o not available until after
ile close of the business year, statements
tfte previous year may be accepted until
i condition is remediéd. Member bonks
urged to accustom borrowers to furnish -
tftaWpents even in case of limited bor-

heg board Issued a circular governing the
chaae of tax warrants by reserve banks,
matt it clear that the Interests of the
oka and not of the municipalities ehould
considered In making such investments
.nd pointed out that investments of this
>ture should be relatively small in_ pro-
tlon to the aggregate Tesources of the

ike.
F'ederal Reserve 8y»tem.
4 Ju. 28
RESOURCES.
Gold coin and certificates.............. $235,906,000
I-egal tender .notes, silver certif-
icates and sub5|d|ary coin.......... 20,882,000
TOtal o 1256,787.000
Brlls discounted and loans:
Maturities within thirty days.. $6,881,000
Haturmes within sixty days 4'903:000
2.721,000
Total o e $13,955, 000
Investme
Rue ?ro r}ederal reeervs banks $13, 180000
ns in transit .. 1000
other resources 10,891,000
Total resource* | OO $802,234,000
. LIABILITIES.
pltal pMd in $20,440,000
deposits 279,518,000

in circula-

_ reserve note*
(not amount)

Total Liabilities 3¢
teserve again lities 88 pot
Cash reesrve against net lla'qllltl— 88.8
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.' «7 588,090 *17,468,000
cwrtlflorttea ana
subsidiary coin « 998,000 988,000
Rediscounts and loans 425,000 515,000
Investments ... 0,000- 80,000
All other resources... 202,000 247.000
Total resources ...$20,080,000 $19,808,000
-LIABILITIES.
Capital In 2,480,000 ,000
Federal reserve notes
in circulation ... 118,000 144,000
Total liabilities _...920,080,000 (19,808.000
Gold reserve again
all liabilities ~...... #9.4% 88.8%
Cash reserve against
all liabilities ... 105.8% 108.8%
New York Clearing llomc.
ACTUAL. CONDITION.
Increase.
Loans, etC..... 12,388,224,000 $21,011,000
Reserve in own
Vaults . 870,582,000 8,986,000
Reserve in federal
reserve bank ... 108,288,000 *4,708,000
Reserve otber depos-
itaries ... 82,075,000 872,000
Net demand deposits 2,122. '581,000 24,483,000
Net time deposits.. 0.377.000  1.481.000
Circulation 41,439,000 1,108,000
Aggregate reserve... 510 923,000
Excess reserve 144259930 1,287,140
‘Decrease.

Other New Tork city banks end the week
with $554,327,800 loan total, a $850007100
de%osrt total and reserves tn vault $54

items showing Insignificant changes

Local Clearing*.
Last week $28,289,7
Week last year 25.534'8
Last month™ ... 108,481,795
Month last year 122:871,821
Local National*.

Cleveland natlonal banks report for Uit
;week ende ith the close of business Fri-
day last Increase In loans $488,085: Increaa,
in “deposits $2,087,138, and Increase In casl
;and due fromin  * 0 '
w cieisns neuiKcount uates cut.

Rediscount, rates of the Federal

Reserve Bank of Cleveland were re-

duced to 4 per cent, on maturities
not exceeding sixty days, 4 1-2 on
paper not exceeding ninety days and
5 on longer maturities.

Kight of the banks now have the
4 per cent, minimum rats, and four
have this rate for maturities not ex-
ceeding sixty days. The present
reason for reduction is of course not

general rediscounting
bring in the security
currency. The
of the currency

to encourage
so much as to
behind emergency
south has big blocks
still outstanding. but rediscount
rates are going down and tax up, so
that retirement should go on rapid-
ly. The federal reserve board's evi-
dent intention is to have the emer-
gency money retired and replaced
by the cheaper and more scientific
federal reserve notes,
i While the southern
lwill not care to load
on cotton paper, for
new crop and more borrowing is but
a few months away, they probably
will take all they reasonably can and
then will shift the excess to other
parts of the country through the in-
terregional bank rediscount process.
Rediscounting among federal reserve
banks has not yet been done. W hen
it is done the northern regional banks
will find profitable employment for
plethoric funds.

regional banks
up to extremes
planting of the

T

leney >uk

New York h&s added to its
ings of cash from the interior
week. Here at home $125,000
emergency currency was retired yes-
terday, leaving but $80,000 of Cleve-
land notes out and about $1,100,000 in
the whole Cleveland currency diatri.*,
out of a maximum at one time of
$8,287,000. .

Of the 701 members'of
land federal reserve bank
paid in full their second
stallments by last evening.
000 called there had been
$1,905,000. The response,
all in gold and gold certificates,
been quick, testifying to the
abundance of tho »e«c——

this

the
728
stock

had

delivered
practically
ha

«rk lotH H ene

The federal fiserve board consid-
ers the system's progress so far up
to expectations that it wiil take on
new WoOrk. Definite plans have been
iniMb. for gradual extension of clear-
ing opera'ton# A central gold fund,
whleh may run to *25,060,000, will be
made UP of deposits from each of the
twelve regional banks and will be
held in W ashington to the credit of
these banks to take care of clearing
operations between them . This fund
will be devoted exclusively to hand-
ling items between regional banks,
balances to be adjusted only once a
week or once a month and to bo
largely m atters of bookkeeping. There

New- W System .

is also outlined for slow development
a plan for clearing within district's,
which only those member banks de-
siring to do so will adopt. Announce-
ments will follow on both m atters.

1
-a *7

H iV a AMU fkjhfel A fjy r~

M U ta new *o*>.
™ o 2212*r t 550.000- emergency
tionTnlL th? Cleveland associa-

brily>® the amount out-
swfnriir? S1°050*00~ Ot which
is from Cleveland insti-

, Another outcropping of gold

of in the decision of most
r the Cleveland banks whi wp™

m the $100,000,000 gold pool to S
t,h®'r share of the $19,000,000 distrib-
uted when the pool was ended last
week in the hands of New York corre-

A substantial part of the
51,850,000 contributed from here was
®ent in metal and certificates.

Tiie com mittee in charge of the
pool has turned the money into the
Federal Reserve bank of New York
and it can bo checked out from there.
New York correspondents of interior
institutions are leaving the bulk of
the money in the regional bank, and
mOoSt interior regional banks that have

checks deposited on them
leave the gold where it is. Thus
New York regional bank gains

New Y°rk clearing house
the subtreasury where the fund
deposited an amount in metal
certificates equal to more than
half of the paid-in capital stock of
the entire reserve svstem.

Regulations defining the
w hich national banks may
executors "nd adm inistrators
been completed and will be given
In the near future. The powers will
be fairly broad. They must be, for
the national banks must be granted
compensating privileges to make up
ror contemplated admission of state
banks after tho nationals have set
the ball rolling with their funds.

but

will
the

]
and
was
and

extent to
become
have
out

hold-

of

Cleve-

in-
Oof $2,017,-
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DPEfATIONS OF THE BESERVB BAM&S.

Federal reserve banka during the week increased "their loans anc
nvestments by $*,991,000. The total of these two items is now $31,126,000
ompared with 127,135,000 a week ago. Discounts increased $2,405,001
md investments $1,626,000.

The increased operations of the reserve banks in discounts and in-
vestmcnts was less, however, than the gain in cash. Gold holdings in-
leased bf/tm ore than $20,000,000, of which $14,600,000 was due tO tlif

reCEiptO he second instaliment from member banks ON stock subscrip-
tion*.

The federal bank of Cleveland made no*t*r\p i»jrcstM |lIfij and its
discount operations show no marked change. ' * ' 1

The report as a whole continues to reflect no m aterial deviation from
the original policy of the federal reserve board to approach the matter
of active participation in banking affairs in a moat deliberate and pains-
taking way. The $31,126,000 of loans and investments reported by all
federal banks is about $4,000,000 lesa than their paid in capital.

The New York bank statement was conspicuous only for its $29,000,000
loan increase, a reflection of the numerous financing events of the week.
The cash gain was smaller than anticipated and the surplus showed a
nominal decrease.

Cleveland clearing house officials omitted issuing the usual weekly

comparisons as the figures are those of twelve banks. The comparison
against the seven banks in tae clearing house a week ago would be value-
less. It may be said, however, that the national banks Jost about $2,000,-

000 in deposits, wiping out an increase of that amount of the previous
week.

LOWER DISCOUNT RATES An ATTRACTION.

Tho -1 per cent minimum federal bank rate offers an opportunity
to banks that still have emergency out to retire such currency at a profit
of 1 per cent us the tax on emergency circulation is now 5 per cent.

In fact, there are evidences that the 4 per cent discount rate of tlie

>eserve bank may attract some business on its merit. Xew financing of
a profitable nature is just commencing to appear on which banks can sc
cure a return of O per cent. It is a profitable operation to turn over sonic-

of their best short-time commercial paper to the federal institution in
order to make room for more profitable operations in the underwriting
or other fields and it is impossible to concfciye. minded bankers
will continue to let the opportunity Slip. fat rcsfiran,” if for no other,
it may be taken for granted fMat in The near future the reserve banks are

become more of a factor in current day financial history.

The plans for a $25,000,000 central clearing house fund to facilitate
operations between reserve banks is a Jiiovy ,0£ the first Importance to

the new system. [ FEP o __
It is quite conceivable that this fund will Jrow Mi’Wie time to $50,-
000,000 or even more. It is the missing link in the system that will per-

m it the federal banks to commence inter-bank discounting or other inter-
district business as provided for in the new banking act.

"The plan,” said Governor Fancher yesterday, “will save settlements
between federal banks without actual shipments of gold or currency. For
instance if the Cleveland bank has a credit balance in the clearing house
fund of a continuing nature until it reaches, say $1,000,000 or $2,000,000.
that would mean that some other federal bank or banks had an offsetting
mli-bit. Provided we did not need the funds, it would be logical for me to

look around to see where this credit could be turned to account. “"We will
presume that | should find that the southern banks are the principal
debtors. That would rfaean that an opportunity had opened for tin

Cleveland bank to rediscount for the southern reserve banks against the
m aturity and marketing of the cotton crop."

CiUiIAAXiI BAMI& jtiURE REDISCOUNTING.

The reserve bank of Cleveland yesterday announced acceptances of
pplications for rediscounts to the amount of $300,000, in connection with
vhiph $100,000 of fede»-»l reserve notes were issued. The discounting
ianks are located in the eastern and southern sections of the 7 ourth re-
lerve district. —_ .

It can be stated that theC liz "g" 4" < % j8VEsent IN any way a
Arowded position on the part of the (Tie OTITVCYflgr« I transactions
represented purely the rediscounting: of very prime pap¥fIn order to take
on other equally good accounts, the lo”"* rates of discount now making
such transactions profitable to banks.

Member banks have- heretofore shown an indisposition to utilize the
rediscount privileges as it might be considered a sign of weakness upon
the part of the discounting banks. Evidently they are beginning to get
away from that feeling.

Y esterdays operationjr #/2*12il ||
to $304,000 and the rcdi*dLil*

Over in England the Lombard street banks use the Bank of Kngland
whenever they find they can turn a. legitimate penny thereby. They
leave it to the bank to call the turn on them and raise the discount rate
when things get going too fast. No doubt in time this will be the mental
attitude of. member banks to the new Reserve banks. \ esterday s opera-
tions indicate a hopeful start in that direction. If there 1Is any genemi-

of the Cleveland bank up

signlificance In the oneration it is that business is beginning to look up
a bit.

Federal Reserve Bank of St. Louis

Demand sterling went to 4.88 cents,
i new low for eight years. Nctwith-
itaoung the selling of German stocks
tiere, Berlin exchange again declined
tci 85 cents for four marks, a
figure which, at least in the minds of
the antis casts doubt on the status
of German ~currency. In the absence
of securities liquidation on a new
scale, the exchanges ar* likely to
niove still more in our favor in the
next few days, as payment is made
for goods hastily exported from here
before marine, war zone complications
shall set in on Feb. 18. »

The new rediscount rates are in-
creasing the volume of acconyjioda-
tion asked of regional banks. The
local institution *yesterday increased
its rediscounts by $269,000 to $(590.-
000, most of it to further emergency
currency retirement. Tlie regional
bank issued $100,000 new federal re-
serve notes in the course of the QP*

eration, furnishing a m & terially
cheaper currency for the member
hanks.
I BANK STATEMENTS |
CLc AU&F" o
RESOURCES. = mmt
Gold Fl%tg[341(2)00 Feb. 5.
Legal*, etc i $ "@B100M $1£1)%8%000
IRedistcoun%s and loans «661.000 " A%
nvestments )i
All other resXuXtei® ., 22 52000
Total resources ... 0SB0 $21.481000

Capita! wo1d in
N_e’t) Deposits g%%o%
Circulation 118008
Total liabilities ........ $21,505,000 $21,481,000
All Federal Banks.
resouRCES.
256,000
Discounts, & 28%38;:1%.'%
Discounts, 6.126,000
Other discounts 3.080.000
Total discounts 17.090.000
Investments 15.546,000
Items In trans 4,462,000
All other resources__ . 6551000
Total resources ... *325.023,000
. . LIABILITIES.
Capital paid In. .. $35M1.000
Reserve deposits 249G
Circulation . 4185 X
Total liabilities ........ $325,022,000  $322,224,000

New York Banks.
CLEARING HOUSE ACTUAL.

. Increase.
Ltoans, eto.. .. $2 257.397.000 $24,716,000
Reservo in o1yvg ﬁ s. 368151000 *1,448,000
Reservebmk ederal re-
serve ban .
Reserve In other 48,0M

itaries y 32.773. 128.000
Net demand deposits.

Net time depos‘i)ts . 2'1%'.%12%0)%) 2383000
Circulation .......... 39.464.000
Aggregate reserve 514,217,000
Excess reserve . 139873250 *4 US 231
r OTHER NEW YORK BANKS.’
Corns. *tC. ..ocvcieine £6,100 127MM

D M

842600600  *92«500
10,931,200
42.332.300 It

y2m cadh rftaerve In
Trust conipanles* cash
Vault*;.......

h im reder«l UM n.

The Federal Reaerv* Bank ot
Cleveland announced the purchases Ot
it? first lot of government bonds. ™
Investments so far have be»~
municipal warrants, yielding

than the governments. The la, —
purchase consists of $100,000 threes
due Aug. 1. 1818. Of this tasue,
em itted while the Spanish-* 10«

war Was on, $63,900,<X— ww-mmv
ing. Their short remaining
the feet that _theY oan *
" " circulation
I regional b
institutions '
need '


http://J322.224.O00
http://JJ2o.022.000
http://2n7.397.000
http://42.87I.70o
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ANOTHER BESBRVE BAKU FUECHAB#¥* ft 8 gg{)sidf:rrtlfg:&tgs and
The Federal RMerve Bank Announced ttA 'cujrofiime of $100,000 United- H y 1,001,000 998.000
' ! Rediscounts and loans.. 435.000 425000
SUt«* government S P«r tr"Ui& onfly t& dJt BPS#1} XHEUler of redis- Investments : .
count* from member b»nCrliEYEXJIiTTA LEADER. an other resources 820.000 820.000
That the activities Of the federal b?nki» will shortly be felt In more — 123,000 202,000
it*ctiled measure itraa evidenced In the issue at W ashington yesterday of
the federal reserve uo.rd’s circular on acceptances. In Its ruling; the - Total resources " b.’.l$t?1’481’000 $ 20,030,000 .
botrd does not shut the door on purchases of acceptances in the open : - fabitities.
market but It Indicates that the reserve banks should given tenders from ﬁz?ltgle pglsditsln """""""" $ 137’%%73’%%% $ 2,436,000
member banks preferential treatment, extending preference even to rederalpreserv'em.ﬁ'(;.t'e"smi'h ! ! 17,475,000
th* m atter of rates -when the acceptances bear the endorsement of mem M r . lati 118.000
institutions The circular describes the acceptance as the world’s standard circulation....ee. ' 119,000
In tho discount market and asserts that, while In infancy In American T
banking, it will ultimately prove an effective substitute for the call loan. ngtal Ilab!,“tles . ~-$ 21,481,000 $ 20,030,000
Thfc New YoOrk cotton exchange was closed but New Orleans was open u I'. b'-’l-'tr-'eser e agatht 109 3
iad bear pressurs at that center resulted in a decline of over ten points. . ’I)a flities,  per cen. 99.9
isfi A i N, ... Leserve ainst
Recent large exports seem to have SalISfIIrE;Z tdhoempel;?iisu t Ifo;mgn demand, —lla'hlllth?c Wor Again 115 1056

but spinners’ takings have enlarged in

c f

*eaeral Keserve Bank Reports

The >irler%l, reserve system reports for last
/eek an increase in capital stock paid in of $14,-
83,000. The full amount due as second install-
lent is nearly all in.

How rapidly this is being paid in is indicated
y the statement of the Federal Reserve Bank of

Icveland, which, at the close of business last
veek, had outstanding less than 1 per cent of the,
nstallment, all but 19 of the 761 banks in the dis-
rict having been heard from.

The system’s rediscounts rose moderately, $2,-
165,000, after an increase of $893,000 in the pre-
vious week; rediscounting and consequent rctire-
-nent of emergency notes is expected to grow
Jiis week, as the various new minimum rates are
cast up against the increased tax. The new rates
of the Cleveland institution and of several others
announced last week became effective last Satur-
day and will figure in the coming statement. Espe-
cially in the south, federal reserve notes in cir-
culation are likely .to increase as emergency cur-
rency is retired. °

Regional banks in other parts of the country
will send their money into the south, if that is

needed, through rediscounting for southern re-
gional banks. The statements follow:
FEDERAL RESERVE SYSTEM.
RESOURCES.
Feb. 5 Jan. 29
Gold coin and certifi-
CAES i $256,217,000 $235,905,000
Legal tender notes, sil-
ver certificates and
subsidiary coin 22,641,000 20,882,000
Total.. ...$278,858,000 $256,787,000
Bills discounted and loans:
Maturities  within 30
days $ 7,714,000 $ 6,331,000
Maturities  within 60
days.. 5.943.000 4.903.000
O ther.. 2.761.000 2.721.000
Totalaeiceeens $ 16,420,000 $ 13,955,000
Investments 14,708,000 13,180,000
Due from federal re-
serve banks, items in
EranSite i 5,419,000 7,421,000
All other resources 6,823,000 10,891,000
Total resources ..$322,224,000 $302,234,000
LIABILITIES.
Capital paid in ... $ 35,123.000 $ 20.440,000
Reserve deposits 284,101,000 279,516,000
Federal reserve notes in
circulation (net amt.l 3,000,000 2,278,000
Total liabilities .$322,224,000 $302,234,000
Gold reserve against
liabilities, per cent .. 91 86
Cash  reserve against
liabilities, per cent .. 99 93.6
CLEVELAND FEDERAL RESERVE BANK
RESOURCES.
Feb. 5 Jan. 29
Gold and gold certifi-

............................... $ 19,102,000 $ 17,585,000
sil-

cates
Legal tender notes,
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LASIHVINKULS

Federal Resenve Board Tell;
How Banks May Deal

in New Paper.

Defines How Instituiaos
May Project Their Names
Mo Money Market.

uoo

The federal reserve boara yeamt& ki
Issued regulations governing discount
or purchase of bank
Member banks may purchase accept-
ances in the open market, but the
board expresses a preference for dis*
count of such paper only when pre-
sented by member or other banks. A
move toward dollar exchange is taken

acceptances.

in the rule that acceptances must be
payable “ii~rdollars, in the United
States.” rjfn -t

The federa.IM 'tieiwarkaiQ Jifih orizes
national banks to purcM M "iccQ fpt-
ances based on the importation or ex-
portation of goods and the board’s
regulations indicate how banks may
avail themselves of the aid of the fed-
eral reserve banks in securing redis-
count of such paper, and lay down the
lines by which the regional banks will
be guided in purchase of acceptances
in the open market. Before the fed-
eral reserve act was passed dom estic
dealings in acceptances were confined
to state banks, trust companies and
private banks. How far American
banks now may proceed in taking
away from London a share of this
business, a considerable part of which
Is done with South America, the board
does not pretend to know.

Yonofrntorrn Sheet A Tube.

YOUNGSTOWN Feb.  11.—(Sol)—Th#
Youngstown Sheet & Tube Oo. In the las!
six months of 1014 earned ita regular semi
f 4 per cent, on *20 000 00(
common and SVt per cent, on 15,000.000 pre-
erred. Earnings provide the usua
depreciation_ charges. There -waa nald In
tereat on $1,800,000 bonds and a quantity.
of short-term notes given In payment O0i
coal land purchases. ~Improvements to th«
amount of $300,000 were financed from earn-
ings during t>te period, President CampbeL

annual dividend o

The record for the period Is believed U
be unsurpassed In the country. The Janu
ary tonna%e of the corporation” exceeded that
of” December about 26 per cent.

Day In Iron and Steel.

The Dallr)]/ Iron Trade_sa)és: Advanced priee
of spelter has caused Pittsburg vyrou&ht pip«
makers to advance galvanized pipe a tor
ind sheet mills to Increase galvanized quota-

tion $6 a ton. Eastern blast furnaces have
«old 00,000 tons of Iron In the past week. bul
r«port of general buying movement Is de-
precated. astern fabricators continue tc

extract encouragement from Increasing num.
»er of building projects up for figures:

Milwaukee A Chicago Breweries.
Milwaukee A Chicago Breweries, Ltd., hai

leclared a quarterl){ dividend of 4%
sent.,, lesa_Income tax, payable Maroh 8
0 stock of record Feb. 24." The last divi

lend paid was on Oct. 80, at the rate o
Hi per cent. .

Independent Brewing.

The Independent Brhewing Olo. of Pittls
t t

lividend of 1\ per oer?t. rgr?utﬁé %Lrjea e?Fe

rtock.”jayable Feb. 27 to holders of reoor

tM EM

Yellow Metal and Certificate:
in Vaults Go W

Acceptance Rules Laid Dowr
Open Way to Finance

DLrye,

A $3,039,000 increase
ported by the federal re.seive
for the An
$718,000 in in, marks
end of

UifAi

in gold is re-
system
Increase ol
the

seconc

latest week.
stock paid
fag the
installment on
There was an expansion of $670,-
000 in rediscounts and of $838,000 ir
investments. Of the former increas<
the Cleveland institutfon eontributec
$220,000 the $102,00C

(purchase of government 3s).

payment of
subscriptions.

and of latter

Now that the federal reserve board
has laid down rules lor dealing in
acceptances member and regional
banks are in position to extend theii

operations in furtherance of foreign

trade. The effort will be to establish

dollar exchange, and to free Ameri-
can business houses from the time-
loss and inconvenience involved in
present financing: of foreign trade,
when London or Berlin is often called
into service for purely financial work
in connection with merchandise deals
concerningl directly only this coun-
try and Brazil, for instance. Econ-
omy should result, too, from the sav-
ing of commissions paid to London
and to Berlin bankers.

Reserve deposits of the system in-
creased $895,000 in the week. This
*rould indicate that there has been lit-
tle change in deposits in member
banks. But it is noted on the other
hand that the New York clearing
house institutions report a $23,702,000
deposit increase for the week; from
this two deductions are possible, one
that decrease in deposits in member
hanks in other cities have neutralized
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tfte increase in'Use member bMOtt>1n
the New York clearing house—the
other that member banks are sWw in
making adjustments Jn their reserve
accounts in regional banks to keep
pace with changes in their own de-
posits.

The rediscount rate for paper not
exceeding: thirty days has now been
reduced to 4 per cent, in all but the
Minneapolis institution, where the
wheat and flour situation preVent
ease to the degree prevailing; in other
sections of the country.

The Cleveland regional bank’s gold
rose $32,000, resulting almost wholly
from the $30,000 additional stock pay-
ments. Increase in rediscounts here
produced a like effect on federal re-
serve notes in circulation. The item
“all other resources” is made up of
expenses, currency in transit for re-
ﬂelrgptron, and all national bank notes
eld.

Federal Renervc System.
RESOURCES.
ILlEoId 1gfold rertlflcate? $2£8 25252000 *23«6237%00
coin I22 117,000 22,641,000

4?5 dlglcjoalnted and
B (B 1m0

8,080,000 2.761.000
: -5 1200008 ™ 1525988,
n lransil- 4402000 2413008

Total resources .. .$325,022,000 $322,224,000
LIABILITIES.
Ca |ta| p id In......... $,35,841.000 $ 35,123,000

eposits 284,996,000 * 284,101,000
era re erve notes

unks
All other resources..

Iab Ires J”
res. against n
Imes per cent 911 01
|I|t|es per cent 98.8 9
CIeveIand Federal Reserve Bank.
RESOURCES
Feb. 12. Feb. 5
Goldl*gold certlflate? $19, 134 000 $19,102,000
tes, su Sld coin.. 633,000 1,001,000
Re |scounts and loans 661,000 435.000
rn/ .............. 922.000 820,000
All ot er resources 155,000 123,000
Total resource_sI ABTLHﬁQgOOO *21,481,000
Cap ald In.........$ 4027000 $ 8.997,000
#d’i 17, 17,363,000
reserve notes .
|n circulation ......... 118,000
8tal liabilities ....$21,505,000 $21,481,000
G?I eserve g ainst
b| |t|es ent.. 109.4 109.2
?11 eserve against
|I|t|es per ent.. 113 115

New Y ork Clearing House.

L t 52287897000 SIERD
RS Gt g™ S B D b
feserve F) Eothe'r 113203000 648,000

R vcitaris
Net P emal 8 depo.s ?125 %%% 22
Net me depos ts.. -1?7

2§§Pe ate reserve.. 614217000 ... ...
EXCesS reserve.. 13C 873350 *4118230

OTHER NEW TORK BANKS.
Loéacns etc... ...$ 554326100 $ 279,400

......... % %B 588 *7;8}

CLEVELAND CLEARINGS.

By, iy SRR

Week last year..:

FORU. 3. BUSINESS

New Power Granted Banks
Produces Economies in
Foreign Trade.

Federal Reserve Bank of St. Louis

S 22300

Cleveland and Tokio Can Deal
Directly and Cheaply Un-
der New Ruling.

BV H. «. ROSRSTHAI

T'Ti? tnoV%Kifat to throw off from
this country's foreign trade the yoke
of foreign begun lasi
week, when the federal reserve board
laid down rules under which banks
belonging to the federal reserve sys-

tem may enter tbe busl-

bankers was

acceptance

of dollars have been lost to Unitec

mStates business because the pound
sterling and not the dollar is th<
world's standard of exchange. Brltlsl

currency bccame the clearing medlun
of the world for many reasons, bu'
among them that United Statei
banits weraj not adequately' equlppe<
to care for foreign trade. Now ott
banks are so equipped.

Interested as never before in for
eign trade, business men of thi:
country, with all their tours, travellnf
salesmen, commission house eonnec
tions and publicity, would still bi
hampered by lack of proper flnancia
facilities. This lack the federal re
serve act is remedying.

Hereafter the Cleveland medlclns
chemical house buying menthol ir
Japan will dp business only with thf
Japanese seller and with its own bank
here in Cleveland.- Heretofore three
countries often would be involved in
such a deal, because the financing
would be done through 1"ondon.
Sometimes Berlin would ~do 1t. In
either case there was a commission
for the English or German banker
and a rake-off in the currency differ-
ences.

Similarly when a Cleveland marni.
facturer of conveyors sold one to
Brazil, the English or German banker
cams in for velvet and the businesf
was subject to scrutiny of people
friendly to Englishi-rar jtteitnim 1< If]
veyor makers. v It
Hot,- They Wil Accept

Under the federal reserve act as
now operative, financing these trans-
actions can be conveniently and
speedily done through United States
hp.nks. Members of the reserve sys-
tem are granted a power never be-
fore permitted them—they may ‘ac-
cept’—that is assume responsibility
for a trme draft before maturity, b;
stamnine’

:ure across its face. The draft then
becomes an easily negotiable instm-1
ment. safe and desirable as a short
time investment for other banks. In1l
the working out. the acceptance power-I|
means that a bank may project its!
name and credit Into the general

money market oh the draft.

Here Is an instance of acceptance |
business. The Cleveland menthol)
buyer instructs the Japanese seller
to draw a draft for the money on the
Sixth City National bank 0f Cleve-
land, payable ninety days after sight
of the document. The Japanese writes
out such a draft, and turus It Into his
own bank with bill of lading, insur-
ance and other necessary papers at-
tached. The'Japanese bank trans-
mits all of the papers direct to the
Six?h City National, which signifies
it* “acceptance” on the draft and
keeps the other papers for security.
The draft belongs to the man in
Japan, but through his bank’s cor-
respondent here he can have it taken
to an? regional bank and have it
turned into cash at a very small dis-
count. The menthol seller thus ob-
tains cash in short order for use hero,
or for transmittal back to himself ir.
the form of yen. He need not wait
ninety days for the maturity of the
draft. .

Under the system heretofore pre-
vailing he could accomplish the same
ends, but likely as not the draft
would be drawn for pounds sterlinf
instead of dollars, would SrO to Ensr.

land, bo accepted by an English
and converted Into cash or Jap
exchange In London. Threo
tries would be in the deal, and th
English banker would get commissio
and exchange profit. Meanwhile ther
has been another chapter of th
transaction, that between the CItf
lander and the New York bank act
for him on the one »lde and the 13
don bank on the other. Therein
another source cf inflome for the t*
new system buslnes

lishman.

Under the
can be done direct betweenjSlevetar.i
and Tokio, producing saving tha
will mean millions of dollars as th
years go by.

Also under the ngw method, i
Cleveland exporter of automobiles ti
Russia can draw direct on the Ne*
York banker with whom Russia ha3
set up credits in this country. This
banker's acceptance, even though h<
be not a member of the reserve
tern, will be convertible Into
Immediately in a member bank oi
regional bank.

Benefit* Summed Up.

Summed up, the power to enter ac-
ceptance business now granted bank*
which are part of the reserve system
will encourage foreigm trade on the
part of United States citizens because
financing will be done cheaply ber
cause without Intervention of a third
country—because lea*® of confiden-
tial information to foreign competi-
tors will be eliminated—and lastly be-
cause here at home will be laid the
foundation for a “discount” market
where accepted drafts will be bought,
and sold, furnishing cash on the one)

hand and a safe short term invest-1
uient on the other. Banks will And
in the discount market a splendid

secondary reserve, bringing them fair
Interest and not subject to stock m ar-
ket calamities such as affected tHe
call loan last summer.

Safety of the Paper.

How well safeguarded the paper will
be can_be gleaned from the menthol
case. The accepted draft would have
behind it the liability ot the menthol
seIIer of hl% bk k, of the menthol buyer

an

%lonal banks will not accept paper,
but they_will discount or buy accepted
paper The process of discounting is
he same as buying, eicept that in the
discounting trarsaction the paper must
be .indorsed by a member bank, its lia-
b|||t¥ thus being added to that before

he paper. "A few member banks
have been doing acceptance business
before last week, but only on a limited
scale, the general understanding having
been to wait for reserve board regula-
tions. State banks of New York State
can, under the new Van Tuyl law, do
acceptance business based on foreign
and on domestic trada. It is conceiv-
able that the federal reserve act, as
years go by, may be amended to in-
tlude paper based on domestic trade,
but it was deemed wise at th* start to
limit the name-prolectdon facilitie -
forded member banks. Befcause@
Pressmg need for mcreased faci

oreign” trade and uje
univeérsal custom betv ™ t«?i< |ts of
different nations is to d§ |j

draft, the acceptance bu rer_is
confined for the present h ~reign
trade fie

Establlshment of branch nks aproad
further export trade flnancmg facilL-"

ties. The are ow tw foreign
branches of the Natlonal C|ty bank ‘of
New York, one in Rio Janeiro, one
in Buenos Aires.
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ammM [Mavsni «*«r. M
/The Federal jeserva board <fhortl.
»ill define the powers granted na
al banks to act as executors am
ustees. The details ot tBe rulinf
prill be especially] interestihg here
ecauoe there erious doubt tha

711,U national Institutions can do any
nich work under the state’s present

»he Washington board paved the
way for actual business In accep-
tances by approving maximum and
-'Diraum rates of 4 to 2 per cent, for

Iters’ acceptances when  dis-

nted by the regional banks of

..ton, New York and Chicago. Ttte

ard also approved a 4 per cent, re-

count rate on merchant paper for
me Richmond institution on maturi-
ties not exceeding ninety days; this
la the longest time so far allowed for
the 4 per cent, rate and reflects to-

bacco needs.

BANK STATEMENTS

CLEVELAND FEDERAL BANK.

old <m $18802000  $19,134,00?
Cefa I'f',mt"i'é‘.';% ;03000
NSOt tnts 852% 922.000
122,000 155.
t deposits.. %

srouii(Wor T, T -rv ™
CIAitC FEDERAL BAN

Lsgals etc..
Total cash.
aMtay ‘l¢
ffta*™ ::.;:
Investment* .
i , 2,166,000
Jtams In transit. 291700
2.6,464,000
QcS.
Sis.. 288,46*.000
sMOB 4,9%0,000
NEW YORK BANKS
glbAriko house actual.
Decrease.
ta*nt, ate. ..o, 42,20.*$.600 *4*1,000
It’EAV\‘/Brtvo Ir|1 o%vndvaullt# 866,176,000  2.975.000
rve In federal re-
serve bank ..., ... u2,606.0i)0  1.097.000
#stirva fn other depos-
TEATIES ©.vorooeencreres oenen 32 791,000 +13,000

® demand deposns - 2,156,05-000 10,809,000

tim« deposits. 97,997,000  +4,*75000

eculatlon " 39415000 49,000
(Kate reser :5,000

reserve. 137174450 2,698,900

OTHBJH NEW YOKK BANKS.

etc. 1655915900 **1.688.800
* 960800 *1,077,500
I\Otle " *65,400
666, 356 »OO *13,*66.100
10.36.v000
oompasi*.” oasb
Tiiim A mii' -t 43.07*H |
ew m m "tWmr7.&9
B«*erv( M o k Vinltor.. t
filers*- at the federal .Reserve bank of
ChrelamJ In the ,1a*; -week included I1. A.
Sk*ter insistent eecrtmry and trea?urer of
e Farmers Savings A Trust Co. of Mans-
e olfe of Columbus, direc-
tor of the rerional institution; Geor*s H.

K*ftcers *f thAK *nOLfac%orcra & Traders Na-

tional oi. Duffrr jfi. Kiesewettcr, vice
JWMldent f Ohijo Natlonal of Columbuai
n _Elftlotv, casbier <T the City NMtional

¥ r °nsvilU led., and W. F Hotk'nu. vlc«
>lea* v tha WMrd National of Buffslo.
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AED RA
-

E L RESERVE REPORT |
- = - EEEEm
t Federal Reserve System.
f RESOURCES.
Feb. 19. Feb. 12.

Gold coin and

cer
.................. $351 808,000 *259,250,000

sliver certlflcates
subsidiary coin— 29,887,000 22,117,000
BII||S discounted and
Thlrty days . 7.721,000 7,884,000
Sixty” days 0,009,000 6,126,000
Other ... 3,182,000 3,080,000
Investments . ... 15,814,000 15,546,000
Due from federal
reserve bankE—
Ir. transit ... 2,706,000 4,462,000
All other resources.. 8,917,000 6,551,00"
Total resources__*326,454,000 $325,022,(KM
LIABILITIES.
Capital paid In...... $ 36,056,000 * 85,8410
Rederve geposn .7 285,468,000 284,99 ,0®)
Federal resletrve notest
I Rgytation (et qeh000  4,18%MY
Total liabilities. ..$326, 454 000 S3ANKI2m>0
Gold reserve agams iM M \y m
Cash reserve a™allsf* M
* Aesources.
Feb. 19. Few 12.
Galdegnd ".‘.'3518,802,000 1033 B
Legal te
ilver certlflcates
subsidiary coin -— 703.000
k_||f|§/d|scounts and loans. 740,000
.................. 922,000 V 922,000
resources...’» 122,000 _ 155,000
Total resources........ $21,289,000 J|1,506,000
LIABILITIES. X
ﬁéP'&%‘p&éiﬁs N M7985%080 WIS Wegal
N
Federal cfsEoe MO sez000y 200, B
Total liabilities........ $211289«HX)> $21,505,000
Gold reserve against
“nt.“ €8:...por W le-«
Cash Treserve agalﬂst
S e L t . 7 113* 1180
Kew York Clearing”,House.
actcal condition. DecreM0
Loan., etC......... « .28«,948,600 * “31.000
Res in own vaults 365,176,000 2,975,000
ResaSe Banfede 111606000 15N
RC'r.ta S e.Other.. S3. 791 000 *18.000
Net demang deposns 2,1J6./2,000
time sits.. 23»97,000 *4,875,000
reulation oo %?%%@EQB PP
% S reserve: ORRND -~ FoRRRS,
Other New York Bank..
T-rejis  etc * 555,015.900 **1.58»,800
sSJflo : 43950,200  *1,077.500
L«al tondiri 10 085,400 205,400
To*al aeiSsU. «« 855 800 *18,855,800

eIncreases.

Local Bank Clearing*.

Check exchan

?es

of Cleveland

clearlng

h?use bank f latest week show a gain
near ov<.r tile &.Te3POndlng
week Iast year While «ome of tlis Increase
tl* dleI to t%]_lslentry ohf five trs]tale Instltu—
ions In e clearing house, the

acord with the riw h AR g%er 0?

The New Bank Notes

A Washington dispatch says:

The federal reserve bank system is now in full
swing. Tt was put in operation November 16 and
all the Kkinks incident to a new system are gradu-
ally being ironed out. A requisition placed with
the Bureau of Engraving and Printing for the
printing of $250,000,000 of federal reserve notes
is being gradually filled, and so far $30,000,000
of these notes have been placed in the vaults of
the Federal Reserve Board in the Treasury De-
partment.

The cost of printing these notes, which includes
the purchase of the paper, making and engraving
the dies, etc., is in round figures $215,000. Much
of this expense will not have to be duplicated as
the plates can be used for several years before
they will have to be replaced. These federal re-
serve bank notes are being issued on demand, but
the net amount of such notes now in circula-
tion is approximately $2,280,000.

Emergency currency when printed cost at the
average rate of $50 per 1.000 sheets. On each
sheet are four notes running in denominations
from $5 to $100. Of the $500,000,000 emergency
currency printed as stated $385,000,000 was put
into circulation through the banks. This cur-
rency was sent to the various sub-treasuries
throughout the United States at the expense of
the Treasury Department, the average cost to
the department being 20 cents per $1,000.

In some cases the banks preferred to have it
lent direct from the treasury here to the individ-
lal banks, in which event the bank paid the regu-
ar express charge, which is considerably more
han the government rate. In getting such cur-
rency from the various sub-treasuries of the inte-
ior banks, that is banks not located in the same
ity with the sub-treasury, had to pay express
:harges from the sub-treasury to their banks.

In addition to these charges the banks paid
o the government a monthly interest rate which
ncreased each month that the money was used
,nd which is now running at the rate of 5 per
ent a year. This rate was imposed for the pur-
ose of retiring the currency, and that it has been
ffective is shown from the fact that the amount
f emergency currency outstanding has been re-
uced, October 25 (the high-water mark), from
385.000;«00 to approximately $50,000,000. By
larch 1 the emergency currency is expected to
e almost entirely retired.

ma*WJBUI >I nniino

A dispatch from Baltimore says:

In an address before the Baltimore Associa-
tion of credit men, Frederic A. Delano, vice gov-
ernor of the Federal Reserve Board, explained
the federal reserve act “from the point of view
o\ the business man.”

fee said that it was evident that in some par
ticuWs the true functions of the federal reserve
hanks have been misunderstood. Important a;
they are as the central banks of their district!
they "are not in any sense wholesalers of mone'
to their member banks, who, in turn, dispense o
retail it at a profit to their customers.”

*Their gross assets.” said Mr. Telano, “reall-
bca- only a small ratio to that of the aggregat
of the stockholding banks, and, while their power
and influence are very great, their actual currenc
ssulr.c power will represent, after all the reservf
have been paid in. only some 13 to 15 per cei

of total loanable funds of banks in the countr
nationn] ortA i aBaBBEW-
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By CHAS. G. DAWES, of Chicago

lay, injects the banyn”Jijtojfless into politics.

“Until it shalT"Beraaicany&to**nded | regard
the bill as one of the greatest menaces which
ever confronted the country. Unless it is amended
| believe it will bring down the commercial inter-
ests of the country in chaos and financial ruin.

A DANGEROUS POWER.

“l have the greatest confidence in Secretary
McAdoo, but the bill puts into his hands—into the
hands of the Secretary of the Treasury, a political
appointee—a greater power than should be given
to any man.

“At his will he can deposit any or all of the
funds of the United States government in the
federal reserve banks. At his will he can with-
draw any or all of these funds.

“It is in his power to deposit in the federal
reserve banks more money than all the national
banks in the country have deposited in the federal
reserve banks. It is equally in his power to with-
draw all this money.

“The most important and the least discussed
provision of the bill is that which permits the
federal reserve banks to compete for loans in
the open market with the national banks.

“Political clamor and the pressure of public
opinion will force them to so compete. Then
when the credits of the country have been greatly
expanded wil come the danger.

“The federal reserve bill must be amended!”

POLITICS INJECTED.

“The United States, for the third time in its
history,” Mr. Dawes said, “confronts the prob-
lem of adjusting the central banking idea to the
politics and the business of the country. Twice
before, in the case of the First and Second banks
of the United States, it has tried and failed, with
disastrous consequences to the business of the
nation.

“Seeking relief from the inelasticity of our
currency and banking credits, We have passed a
federal reserve law which, while in most part
conformable to sound economics, may, unless
amended, again plunge us into widespread disas-
ter. The federal reserve banks are great credit
creating devices, using as a foundation money be-
longing to other banks, and in use by them al-
ready as a foundation of existing credits. They
have not as yet to any extent expanded their
credits, but if they did, and then for any reason
should be compelled suddenly to contract them,
business disaster must ensue.

NOT "BANKS FOR BANKERS.”

“Whatever may be their present impression
eventually the people will never consider the fed-
eral reserve banks as ‘banks for bankers,” but as

-'banks to be operated primarily, as well as second-
arily, in the public interest. This will result large-
ly from two facts—first, that to exist and still
preserve a reasonable capacity for public use-
fulness in times of emergency the federal reserve
banks must loan chiefly in the open market in
competition with other banks; and, secondly, be-
cause the co-operation of the United States gov-
ernment in the matter of public deposits is ab-
solutely essential to make the federal reserve
banks "effective factors in time of emergency.

“About the least discussed and yet one of thf
most important provisions of the federal reserve
law is that authorizing open market operations
and allowing the federal reserve banks to pur-
chase domestic bills of exchange without the
indorsement and guaranty of member banks
Nothing is easier than to change the form of or-
dinary commercial paper into domestic bills of
exchange. Under this provision, either in its
present or amended form, the federal reserve
banks, in normal times, must chiefly employ their
funds.

d “The federal reserve bank bill, as it stands to-

NOTE ISSUES AND INTEREST RATES.

“Over a year ago | pointed out that in normal
business times, banks will not pay a higher rate
to borrow notes from federal reserve banks than
they now pav in open competition for the monev
of the depositing public—to-wit: about 3 per cent
for time money and 2 per cent for demand money.
This is the reason why so few federal reserve
notes have thus far been issued. |If the federal
reserve barks should loan their money to the

Federal Reserve Bank of St. Louis

member banks at these low rates in normal times,
they would employ so much of their resources to
pay their expenses and dividends as greatly to
impair their usefulnes in times of emergency.

“Let me illustrate this and the very great part
which the Secretary of the Treasury must here-
after play in the finances and commerce of the
country, by referring to the Federal Reserve Bank
of Chicago. After maintaining its 35 per cent
reserve on its deposits, it has without public de-
posits only a note issuing capacity, based upon
its present business, of about $64,000,000, while
maintaining behind them a 40 per cent gold re-
serve. An income of about $700,000 a year will
soon be necessary to pay its expenses, provide
for dividends, and the accumulation of a proper
surplus as a safeguard against losses. If it loans
$28,000,000 of notes at 214 per cent to member
banks to produce the $700,000, it will have a note
issuing capacity left for times of emergency of
only $36,000,000, unless the Secretary of the
Treasury comes to its assistance with public de-.
posits.

IMPAIRED POWERS.

“The inadequacy of this amount for a time
of emergency may be judged by the fact that the
deposits of the member national banks in the
Chicago district alone total the great amount of
$1,005,234,535, and that during the financial crisis
of this last fall the banks of the one city of Chi-
cago required the use of $43,000,000 in Aldrich-
Vreeland emergency notes and clearing house
certificates, the greater part of which were used
by national banks.

“If, however, the federal reserve bank would
employ in normal times its funds in the open
market at 412 per cent, it would require only $15,-
500,000 in loans to produce the needed $700,000,
and its note issuing capacity in times of emerg-
ency then would be $48,500,000, without govern-
ment deposits.

NOTE ISSUING CAPACITY.

"Let us now consider the note issuing capacity
of the combined federal reserve banks, based
upon their statement of December 24. After
maintaining the 35 per cent reserve upon their
deposits they would have left $170,890,900 gold as
a basis for note issues, which under a 40 per cent
reserve would give them a note issuing capacity
of $427,225,000. A rough estimate of the an-
nual expense, dividend and surplus requirements
of the twelve federal reserve banks is $4,500,000
and to produce this in normal times $100,000,00(
of its note issuing capacity must be used at 4Y.
per cent in the open market, or $180,000,000 ir
loans to member banks at 254 per cent. If th(
first course is followed, $327,000,000 of a not<
issuing capacity remains for a time of emergencj
and $247,000,000 if the latter course is followed
And yet the aggregate net deposits of the nationa
banks of the United States, to protect abnorma
fluctuations in which this sum is designed, aggre-
gate the immense sum of $7,291,342,479, to saj
nothing of the deposits of the state banks of th<
country.

GOVERNMENT DEPOSITS.

"This brings us to the enormous power ovei
the business of the country given to the Secretary
of the Treasury by the provisions of law, au-
thorizing him, in his unqualified discretion, tc
deposit the general fund holdings of the Unitec
States Treasury in the federal reserve banks. Is
it generally realized that if the Secretary of th<
Treasury should deposit all the present general
fund holdings of the United States Treasury ir,
the federal reserve banks he would have a larger
amount to his credit than all the national banks
of the United States put together?

“The reserve deposits in the twelve federal re-
serve banks now total $249,786,000, while the Sec-
retary of the Treasury would have subject to his
check $255,722,000. If he makes this deposit, and
if the federal reserve banks use it in their busi-
ness, who will be the real power in the situa-
tion, the Federal Reserve Board or the Secre-
tary of the Treasury?

“Suppose he should deposit this immense sum
$99,700,000 of which is in gold and the bulk o:
the balance in lawful money (which would re
lease gold held by the federal reserve banks



a 1 0i tneir 35 per cent reserve yn
esits to be used as a basis for note issues), antl
ppose $400,000,000 of additional federal reserve
>tes would go into circulation upon the basis oi
le government’s deposit, upon what would de-
end the entire business and credit of th(
ountry?—certainly upon the discretion of the
Secretary of the Treasury or the political admin-

mstration of which he is a part.

“We have no need of additional circulation in
this country in normal times; it has only been in
crop moving period and times of financial crisis
that our present volume of currency has proved
insufficient. We have been suffering from the
inelasticity, not the dearth of currency. In the
meantime the public must be educated to the
dangers of the law in its present form and efforts
Tiade in Congress for its correction. It is the
Host important question today before the Ameri-
an oeonle.”

Federal Reserve Board On
Acceptances

A Washington dispatch says:

Another step in the development of American
finance designed to bring it more in accord with
that of other nations was taken by the federal
reserve board last week when it issued regula-
tions governing the discount of purchase of
bankers’ acceptances.

The federal reserve act authorized national
banks to purchase acceptances based on the im-
portation and exportation of goods, and the
board’s regulations indicate how banks may avail
themselves of the aid of the federal reserve
banks in securing the rediscount of such paper,
and lay down the lines by which the reserve j
banks themselves will be guided in purchases!
of acceptances in the open market.,

"Before the federal reserve act was passed do-
mestic dealing., in acceptances were confined to
state banks, trust companies and private banks.
How far Amercian banks now may proceed in
taking away from London a share of this busi-.
ness, a considerable part of which is done with
South America, officials here do not pretend to
know.

Although under the new regulations the re-
serve banks are not barred from outright pur-
chases of acceptances, the board indicates a
present preference for discount of such paper
presented by member or other banks. The board
announces that acceptances must be "payable in
dollars in the United States,” a step toward mak-
ing the dollar at least one of the mediums of
international exchange.

STILL IN INFANCY. .

Weeks have been spent by the board in pre-
paring the resolutions, and many conferences
have been held with the Advisory Council, some
of the'governors of federal reserve banks and
the federal reserve agents.

“The acceptance is still in its infancy in the
field of American banking,” the board says in a
circular.

“How rapid its development will be cannotl
be foretold; but the development itself is certain.
Opportunity is given by the federal reserve act
to assist the movement in this new direction.”

The circular adds that present regulations are
to he regarded as a first step to be extended as
circumstances warrant.

“The acceptance is the standerd form of paper
in the world discount market,” it continues. “By
reason of its being readily marketable it is widely
regarded as a most desirable paper in the second-
ary reserve of banks and will help to provide an
effective substitute for the call loan.” Its growth,
however, will depend upon the ability of the

American market to adjust its rates effectively
to those prevailing in other markets for paper of
this class.

MAY ESTABLISH RATES.

“Federal reserve banks may from time to
time submit for the approval of the board max-
imum and minimum rates within which they
hr authorized to deal in acceotances;
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/ithin such limits and subket to such modifica-
ions as may be imposed by the board. Federa
eeserve banks w5tl be allowed to establish the
rates at which they will deal in acceptances.”

The board says preferential treatment should
be allowed on acceptances bearing the indorse-
ment of member-banks, and will sanction such E
preferential, but points out that federal reserve
banks which desire to purchase such paper not sc
indorsed may do so, though they should restricl
operations to acceptances bearing some othet
signature than that of the drawer and acceptor
preferably that of a bank or banker.

An acceptance, the regulations say. must beat
or be accompanied by evidence satisfactory to s
reserve bank that it originated in an actual bona
fide sale or consignment involving importation oi
exportation of goods.

“In framing their policy with respect to ac-
ceptances,” says the board, “federal reserve
banks will have to consider not only local de-
mands to be expected from their own members
but also requirements to be met in other districts
The plan to be followed must hi each case adap!
itself to the constantly 'Varying nee'ds "of the
rminfrv ” -

federal iveseive utum outiemen <

The weekly report of the combined conditbn
of the twelve federal reserve banks, announc.d 1
by the Federr’ Reserve Board, was as follows: |

RESOURCES.

February 12 February 5
Cash on hand, gold coin
and certificates .. ..$259,256,000 $256,217,00
Legal tenders, silver
certificates and subsid- -
iary coin . 22,117,000 22,641,00

Total.enne . .. ..$281,373,000 $278,858,00-
Rediscounts . 17,090,000 16,420,001
Investments.... 15,546,000 14,704,001
Due from fed. reserve

banks ; in transit .. .. 4,462,000 5,419,00(
All other assets... 6,551,000 6,823,00(

Totalaieeeicenas $325,022,000 $322,224,00C
LIABILITIES.

Capital paid in ... $ 35,841,000 $ 35,123,000
Reserved deposits .. .. 284,996,000 284,101,000
Federal reserve notes in

circulation.....ccoeu.... 4,185,000 3,000,000

Totalaoieeiiena, $325,022,000 $322,224,000
Gold reserve against lia-

Dilities. .o 91.1% 91.0%
Cash reserve against all

liabilitieS....cwviernnen. '‘JH.S/b 99.0%
*Casb reserve against

all liabilities.............. 99.7% 99.6%
Federal reserve notes in

circulation......o..... 20,106,000 18,702°000

Gold in hand from fed-
eral reserve agents for
retirement of outstand-
ing notejs

Net liabilities o ve
banks upon outstand-

15,921,000 15,702,000

iNg NOteS .ccevirervennns 4,185,000 2,000,000
.Maturities within thirty

days .. .. 7,884,000 7,714,000
Maturities within sixty
1?8V S s 6,126,000 5,945,000
Uther maturities.... 3,080,000 2,761,000

*After setting aside 40 per cent gold reserves
against federal reserve notes in circulation, and
after deducting items in transit between federal
reserve banks.



uoomet un isanK Acceptances ~

The Guaranty Trust Co. of New York has
issued an interesting pamphlet on the subject of

bank acceptances.

Coming as it does just at this

time when the Federal Reserve Board has issued
regulations governing the discount paper of this
character, it is naturally unusually apropos. The
lamphlet treats the subject from the standpoint
jf the layman and illustrations of sample accept-
inces are included in its pages. A table also is
;iven which indicates the attitude of the banking
aws of the various states with regard to bank

cceptances.

We understand that copies may be

ecured upon application to the Guaranty Trust
:0. of New' York - .
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FEDERAL BANES'OPERATIONS. ,

Changes In the federal bank reports were net k to th®
totals but the official analysis put out yesterday by the federal reserve
hoard stated that the south had been discounting with exceptional free-

dom, the movement having been offset by decreases in the north. The
south i3 evidently using the rediscount privilege tO retire its emergency cur-
rency. Tho JjoiyjlJirtate~rtfcatf iM72J&Sfetes @ fresh impetus to the loan

and discoui” JsSrtl SiU»~ei)ifili® week owing to the lowering of the rate
In New Tork. The 4 per cent rate for ninety day paper, it points out, is
lower than like ratés maintained by Jbe European central banks. Loans
and discounts for the WeeK increased $670,000.

The New York bank statement disclosed a loss In cash and & moderate
decrease In surplus. The outcome was no doubt due to tho suspension
.in midair of the huge amount of financing pul through in the period
prior to ten days ago. At that tima the public was taking hold nicely
ind underw riters were encouraged to take on a huge mass of new securi-
tes that had been awaiting the auspicious moment. The International
eomplications intervening came inconveniently upon the heels of these
srents and before the public had had time to relieve tho syndicates. Hence
tttle lias been heard of new issues since.

At the close of the week Pittsburg reported that the Carnegie Steel
Company is operating 65 per cent of ingot capacity, 90 per cent of Its
'Plate capacity, and that the Steel Corporation mills as a whole are going
14 per cent of ingot capacity. Buyers have been specifying unusually
-«»)v aroinst their contracts while new business hag been fair.

CITY CALVEW PIHNICLE

Reserve Institution in Three Months of Practical Oper-

ation Has Made Cleveland the Hub of

Money Activities of Four States Revolve About Gold

Reservoir Here—Eastern Bond Houses
Establish Local Offices/}}

1Q
BY H. S. EOSFJTHAL. ** 0%
After six months ol the federal reSrvc system, what has it done for

tho country? What for Cleveland?, 1

The results are real tVlay. They wil be apparent more and more as the

months go by and new fields of workure entered. They will be tested
whenever agrin the nation passes throup financial shock. *

The reserve system has given the Jnited States new confidence in its

banking structure. The system and it twelve reservoirs of gold, in exist;
ence three months, have made.it imrSSible, it is confidently believed, that
acute money stringency shall ever ag/n rack the country. The reserve act,

in the ordinary course of affairs,. gK« the business man no new* facilities
for borrowing, but it gives bi9 commtciai bank an unfailing supply of cash
aid credit; the bank always wiirtav facilitins for making the .,ans which
are the foundation of 93 per cent, oftli larger current business operation*

If member banks refuse to grantproper credit the region*! institutions

can go inN.) the open.market ana loi dueet, but they will exercise tw -
nower only i,ndei extraordinary oircustamces. ¢ n

The reserve system tu . «limlnate4f™
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ftcan J—
ugh mismanage UKUJSKb SUPPLY OF FEDERAL NOTES. - |
of Capltal or F’ad nick or all of Secretary McAdoo yesterday announced his intention to print *r.v
but no business should ever 000,000 of federal reserve notes, which will be sent to federal [IC

ot pock money for legitimate ¢ur- panks on demand. This is probably the answer to the advocates,
i the circulating medium and con- bave sprung up of late In some numbers, of*a proposal to extend j»
(Ue.jt tightening of credit which another year the operations of the Aldrich-Vreeland emergency currency
brought ruin so often in the past. law. That expedient has served |t9>£urpose and will be allowed to expin
Thlittx to tip'llonp. on present time limitations. r e — RS
New York exchange at leadingl<ianadlaiv'?ftTePcm I”nues In a bad way.
W ithin the past few'days rates have advanced to % of 1 per cent. The
Jiscrepancv is most marked when the low cost of shipping gold from

The' federa! reserve board is work-
>the following new lines—
to provide convenient financing for

in foreign trade free from the Montreal to New York is considered. The expense of the operation is
ll&nce and commissions of Illmost purely nominal, while in the case of sterling exchango the cost,
ink* of rival nations—to establish ilways an item to be considered, lias enhanced considerably from the
degrees a countrywide check tiigh ocean freights and insurance as well as from the longer average
clearing system which will expedite o . .
the nation’s business and perhaps jeriud in transit. r*c P or'f\lQ IS *

In these days of strange happenings, ithi-lUrlfjfpi Wfcnifng unusual

make the personal check a current
hat the $10,000,000 gold engaged for shipment from Ottawa to New

medium of payment in and between

all places from coast to coast. fork has not yet been reflected In the New York bank figures. Gotham

These in rough outline are some of >ankers, in fact, have seen nothing of the consignment. Pussibly It has
the benefits accruing and to accrue »een shipped around by way of Vancouver in order to befool any possible
from the largest banking system in urkling submarine in the St. Lawrence. W herever it may be, it is still
resources and extent the world has iKured in 4he Ttaruk of IAnvlinri w

ever seen. All of the purposes toward
which effort is being directed cannot

be accomplished to the full until

more, state banks and trust com- 9 contemglateL that jt_ proviosg for Cleve-
panies join the system. Steps are land banks quick facilities of " ovory sort
being taken with the end to \>ring the max require from the Institution; also
X that It has apprecmblg increased the busl|-
about that enlargement. Meanwhile n*« of Cleveland expréss offices #nd transit

the country has stepped from an insurance sgeuoies, . )
outgrown ,"nd mistrusted financial Follow the publicity Idea_a little further
f dation to one in which broad and one S-es that the drafl on Cleveland,
oun: o when the clearing system becomes effective,
confidence is imposed. Ican supplsrdt tthe dtrtalft olnI lge\{v Yorl|< wlhlchI
s now used to settle a ut pure ocal
Whbut for Clevelandt remittances.It ljl'he drﬁft Olrgh‘(:tl \{ﬁlaﬁld \{v_ill
’ ’ ’ ’ ) A servo  especltv well  wlthir e entire
tis pertinent to inguire in provin- Sleveland reserve district. It will appeal to
fashion what has the Federal R«- hankers and consequently to thoJr customers
Bank 'of Cleveland done for because It Will eliminate the deramble and

expense now so_ often result_in%h from the
s

Clevelandl 1t has afforded this city carcity ot New York credits in the Interior.

1lk. advantages furnished the rest of The system IS educfctlfig the coun- . . i
lha country. Further, it has made "yt't‘ andItCIefv?llanﬂ aa o?ethqf thde cetr)ters Is w ch the business world may hnd itself equipped.
i - ettin a Tu share 0 IS education, as
levelanlﬁ the hub aml“"g th'Ch re (t]o thegoperations of rediscounting, accepting, T . , expenses should decrease.
e e iniat el e currency” issuance ?‘?d lhet{arger flnancte op- It is stated that the expenses, not only of the
Ivity o an area containing I na- erations. wnich until recen were mysteries . - B -
tional institutions. The district which to all but a_handful of exp)érienceqk ankers Reserve Board itself, but of the various district
includes al’ of Ohio, the western third and economists. o1 . reserve banks, will be proportionately heavier the
of FeansvIViinia, the pan handle of first year than during succeeding vears The
West Virginia and nearly half of papers and .d}/e_s, together with printing required
Kedntucky is 500dmlfles acrossl eli(t its for-the initial issue of the fedenl rp»n,
widest. It extends from Bearlake in : :

! cost $208,500. This expense need not be jncurre
the northwest corner of Pennsylvania » aga5n$ or severap yearg. :ncurreg
away down to Pine Knot and Redash i .

Jn Kfentueky on tlce border of Ten- T e profits to he made by the Reserve banks
nessee. The officers and directors of wi irobably be largely derived from the redis-
761 banks in this area, including Cin- W of commercial paper. The last report of
cinnati, Pittsburg, Columbus, Lexing- as of February 19, shows bills dis-
ton, Wheeling, Toledo, now look to cou ted and loans amounting to *17,762.000. About
Cleveland for the regulations under "

which they conduct their businbess. fnl, 2V h,Y ar matur« i” 30 days, and thcre-
They have sent to Cleveland about o Zi / 2'-eSt r-tes>which is W cent
*4,000,000 in gold and gold certificates ' ﬁ-f Per ce"t m various districts. _4I'_he aver-
in payment for stock. They have oil age return on al rediscounts under existing rates
deposit here about $17,000,000 besides. is probably about 5 per cent. On this basis r.
Between the member banks and the rdiscounts are producing returns at reserve banks
regional institution money and the )
pater evidences of it are constantly at the rate of $900,000 per year. Member_s of TFic
passing back and forth. To the re- Reserve Board expect ;he rediscount business to
gional institution the member bankks grow rapidly, however. Earnings on the present
‘”*"O'n'e°°‘gyf°;nde"’t's§:e“n:’zm”l;Z'r' sgoncks- ) amount of rediscounts would admittedly leave
take a trip to Cleveland to see the - 1 - mgs;eoafr the banks with a deficit on operations for

stewards of their funds and inciden-
HEAVY DIVIDENDS TO PAY.

tally to get acquainted with the city.

Tho? form acquaintance with Cleve- The rates of the reserve banks will probably
land bankers and establish new rela- ilways follow the private rates of discount and
tions.  They bring their families, : : i~ never quite reach them. This is the practice of
spend ‘a few days here, shop here, FederaliJanks Will Fay, xysHamlin the Bank of England, and directors of regional
spread Cleveland publicity. A Washington dispatch says: banks have indicated that this policy will be fol-
Kew Bond Oflleea. “I believe that all of the feder reserveAanks lowed in the American reserve system. This will

W hether or not this concentrating Wil more than meet expenses luring the first remove the reserve banks from the competitive
here, of out-of-town bankers is the Yyear of their operations.” said Gov. Cnarles S. field.
cause, one of the most powerflil na- Hamlin, of the Federal Reserve Board. "It would The largest item the reserve banks have to meet
tional banks in the country has es- meet expenses the first year. Private enterprise is the dividend guaranteed memuer banks on the
tablished ﬁ branch of its "bond de- s ordinarily posed as a standard of governmental paid in capital. This is not properly chargeable,
granrtin;]\elgétmeerﬁ't ZZﬁSS"h"JQ esietblljg eb?);td_ success. Instead of waiting several vears, |think however, as expense of operation. At the pres-
distributing quarters here singe the the reserve banks in their rtirst year will meet ent time $36,056,000 has been paid in, and a 6
raserve institution opened. expenses. . o . oer cent dividend on this sum, which will be
1We may littlo comment the fact Gov. Hamlin s prediction affects a very practical largely augmented before the close of the year,
lchnst tt\f)\?enrteg_{gv%alpgﬁgl;ngr?f r%rsoi(ljjgr?tt* lomlglset question that was raised before the passage of would call for $2,160,000. If the banks do not
o them fanking experts and mobt of them the federal reserve act, and which has been the make enough money to pay this dividend the bur-
W]'thgg{mtlr']easf thl\éorinrswteietﬂtigtrgesgcczoIggldsu%rl subject of comment among private bankers since den or part of it will go over another year, the
f)‘agéia' par&s of mree_“ﬂoorsdof a é’owmown metsytsﬁem was inaugl:rated. ) Iﬁthas beentthobught dividend on capital being cumulative.

udding and soon will need more space- a € reserve system mig prove to be a Two months ago the Reserve Board admitted
%B%ﬁ s p&’ﬁgﬁ?fe;?,erégdﬁng‘a?i:ac%fnesé‘,‘?,"s't'g? L‘Ug_e andt expensweThburden for P”Yr?tel banking that it could not estimate accurately the expenses
,flonery, printing, furniture, other supplies— usiness to carry. € expenses, In the long run, of the reserve system. Gov. Hamlin’s prediction
,that P/t Keeps t%e naJneT of tli© cfUy>ami her, . : P Yy e
Jactivities gop{ﬂftan“% bgfo?efthle eyels);o_{ V\;?sh- are paid tbybCUSIQmSFS, zUtl it :ﬂa)t/h be tEat ghls :s takzn to H\ean thhatlthe reservg offmlk;;\ls ha\ée
i Ington and tho reader* of financial literature  expense, to be reimbursed largely through redis- learned much in the last sixty days about the
Hand dally caw«pe.petv; also, which i selfish o ntg “will not be an actual burden Oll commerce probable requirements of the regional institu-

because of the additional credit facilities with tion®. ... — —,
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Federal Reserve Reports

FEDERAL RESERVE SVSTEM.
RESOURCES.
Feb. 10 Feb. 12

Gold coin and certifi-

cates ...$251,808,000 $259,256,000
Legal tender notes, sil-

ver certificates, sub-

sidiary €coin ... 29,887,000 22.117.000
Bills  discounted and

loans—
Thirty days.. 7.721.000 7.884.000
Sixty days 6.909.000 6.126.000

3.132.000 3.080.000

Other.... 15.314.000 15,546.000

Investments.....
Due from federal re-
serve hanks—

In transit. ... 2.766.000 4.462.000

All other resources ....  8.917.000 6.531.000

Total resources .. ..$326 454,000 $325,022,000
LIABILITIES.

' apital paid in ... $ 36,056.000 $ 35.841.000

Reserve deposits .. .. 285,468,000 284,996,000

federal reserve notes in
circulation (net amt.) 4.930,000 4,185,000

Total liabilities .. ..$326,454,000 $325,022,000
Sold reserve against net

liabilities, per cent .. 87.5 91.1
Cash reserve against net

liabilities, per cent .. 97.9 98.8

CLEVELAND FEDERAL RESERVE BANK!
RESOURCES.
Feb. 19 Feb. 12

S $ 18,802,001) $ 19,134,000

I cgal tender notes, sil-
or  certificates, sub-

idiarv coin .. 703,000 (,3.1,000

All other resources mee 122,000 1a5,000

Total resources .. ..$ 21,289,000 $ 21,505,000
LIABILITIES.

$ 4,031,000 $ 4,027,000
17,095,000 17,269,000

Canital paid in ..
Ket deposits

Federal reserve notes in

A A 209i000
circulation 163,000
Total liabilities .. ..$ 21,289,000 $ 21,505,000
Gold reserve against all
liabilities, per cent .. 108.9 109.4
Cash reserve against all
liabilities, per cent .. 113.0 113.0
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OrtHATIUINS OF THE FEDERAL BANKS,

Discounts and Investments of the federal banks increased abo 14,000,-
000 for the week. These combined items now total $37,900,000. De: its in-

creased neariv «*i« ®ppiitipation of the reserve inks

the financial "<-»vkle»-9<-rwa keeping pace with their ac-

cumulating resources.

It is evident that extreme conservatism still marks the operations of
the banks and there is to be no departure from that policy. 1t may be
anticipated, however, that since recent rulings regarding open market oper-

ations in acceptance are now more than a week old the tuerve banks are
very soon to expand their activities in thjs a substantial

The Xew Tork bank statement again showed a Substantial increase of
JJO.0f0.000 ir. loans, with no material change in the cash account. Money
rates showed a hardening tendency during the uncertain period at the com-

mencement of the week, but there was an easier tone iat»r.

SIAIbMtNIS Uh BANKS ) . LIABILITIES.
Capital paid in.......$ 36.069,000 $ 89,006,000
Reserve deposits — 290,386.000 285.468,000
Rediscounts of the federal reserve sys- Fed. res. notes in clr. 5,828,000 4,980.000

‘em Increased $2,700,000 and investment* Total liabilities ..$331,783,000 $826,454,000
*2.100,000 In the latest week. Gold resourcps Gold res. against net

Jecreased $2,900,000, following a decrease . liabilities, per cent, 86,6 875
In the sam© Item of $7,400,000 last week, caﬁgbﬁ.?'es?ggé’}sﬁe”ﬁ'%ft 5 f#ﬁ] A5’
rhls is due to the return to subscribers of Cleveland Regtonal Hnnk. '

the gold held by the New York regional .

ban(lf for a(t:coundt of tf{e t%OIdI pto_ct)l;r these RESOURC'::Eﬁ' 28 Féé’ 18

nmds were turned over to the Institution as o .

fiscal agent and need for them to straighten Eglda—’l gtgle%'dcelersrtrflg?lt\?gi$18‘?,481, 00 $18,80¥,000

aut thé foreign exchange situation =~ has cgertificates " subeld-

oassed. ~The “transactions are outside the = . "¢t 706.000

Far]k s.normal scope and the gold loss has Red'syco nts "
ittle significance. Invelstmlénts
The three southern regional banks, Rich-

mond, Atlanta and Dailas, report over 75 All other resource

per cent, of the total amount of commercia

121,000 122.000

ape- held by all.  About $1,900,000 of ac- Total resource* ... $20,951,000 $21,289,000
Slﬁ*"@* were bought by trl(e ew York. LIABILITIES.
. h'ﬁdE"Rg'ﬁthﬁ"d BOston “banks during. the capital paid In........$ 4.031,000 $ 4.081.000

week. 16.743.000 17,095,000

ylsdg)%aer matures only within Net depoeiM

sixty to ninet , the proportion~of short Federal rese-v* ~hot¥*

term maturities is smaller than in previous i i

\l/)ve_eks, thespircentagetof tgirttﬁ,_?a)ef p|aeer in circulation ... 177,000 168,00%

eln now I. er _cent, an at or SIXty- H iliti

Py g_.« - cent.p of the totzél ?f $4406,0¥ Go;lzjot?és(lelravtgI;tlgisns..t..a..$20,951,000 $21,289,000

or’bnjted States bonds on hand (Investments liabilities pgr tent 108.9 108.9

Gash reserve against ali ' )
federal reserve liabilities, peér cent.. 118.1 118
NEW YORK BANK STATEMENT.
RESOURCES. CLEARING HOUSE ACTUAL.

Gold 5248 809,000 253 508,000 Ierease
""""""""""" i It OU0, Loans, etc.................$2,297,504,000 fl0.556.0f0

Legal fenders, stiver RS, Vi 2 300 91000 "L 3B5.000

certificate*, subsid-
Jary coin
Bills~ disco

loans ...

20,085,000 20887000 Ry "o iy Bapa  113,00.000 1,370,600

Itartes ... 33,005,000 217,000

20.469.000  17.762.000 Nt demand deposits 2.160.702.000 13.660,000
Due  f fod 17417000 15314000 Ngt time  deposits. - 98746000 749000
u%n om teransit..' 8.088.000 2.766.000 %lrculatlton ................ 5%%%%%,888 *297,000
Al other resources..  7,765000  8.917.000 Exgess reserve ... 134761000 *2,412,750
Total lesourpes .. .$331,733,000 $326,454,000 OTHER NEWYORK BANKS.
Loans, etc $560,642,700  $4,7»
..... 44104400 1547

: 10,101.600 16,2
Total deposit*.. 661,858,800 *4,997,5
*Decrease.

FEDERAL BANKS TO CLEAR FOR MEMBERS.

_ Tlie-federal reserve board at W ashington yesterday directed the
reserve tMiks to proceed with plans for the clearance of checks of mem-

'‘her banF;-at once. *

N\ N 1 * '
ference w asEr;\{InRg‘tfoﬁa,mstat%d Vt\4f& H fie.f rles!z\{lvt! Ublélz!l(ry hté\JJngelgeEr?m %gﬁlpa

latitude to go ahead and perfect plans adapted to each district, but con-
forming to general conditions laid down by the board.
In general the plan provides for a voluntary entry by the member

IR e FASTAMB MY §o casinduam SRS o ML KGFR. A SRERI! derosit
banks. The federal banks Will make a service charge to cover
<ailed the ‘float This is the mass of exchange in transit and
utea an Item on which national banks in reserve cities are often
to give correspondent banks an Immediate credit.
~Zihe PToposal Is entirely voluntary so far as member banlit are
emed. They may come into the federal bank scheme and use its fa
or continue to use their reserve bggﬁs for that purpose. Governor F

In operation PrObab'r be 1 b are perf*
Foreign exchange was firmer in NeM The
; however M?as\lvg%?y Bﬁlgﬂlg}«due to ‘g\llg!d Se&Bo[’t%.'o'l'?leo bark

mark” o®w *M 00.°00 against the maturity ot treasury notes.
Parts furntohed an interesting bit of new* In the aanonnce -at

m‘tl farther notic
ai

S upon a consi éra—g’relesgg%ges’[s that France ls about to I-mgglr'{ g%s%l
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Acceptances and $200"WWhrrants.

BY F. F. DUNCAN,
Financial Editor of The Leader.

There were docidedly mixed tendencies in the stoulc market move-
ment during the first session of the week. The opening was quite strong
with Union Pacific making good headway in the way of recovery of its
dividend, but it was in the motor list and a few of the industrials, notably
steel, that the best buying was witnessed.

As the session progressed two widely separated restraining factors
turned the close into a mixed' situation of fractional gains and losses.

The disposition to await the detail® of the British blockade announce-
ment and an endeavor to read tlie future in the light of new factors it
might develop was probably the factor of more general influence. But.
supplementing this, specific weakness in New' York Central and a heavier
lone in Pennsylvania on the appearance of an indifferent monthly report
of earnings, brought to the front the old, old story of the leading factor
Nt purely domestic origin—the unsatisfactory state of railroad finance.
Kquipment shares were inclined to sympathize with tho weakness of the
rails. Louisville & Nashville fell two points to 110, Locomotive preferred
three points to 78, and American Kxpress seven, to 83.

W Hlys-Overland common led 'he movement in the motors with a
sain of over two points, flanked by fractional gains in Maxwells and
Ptudebaker. Vnited States Rubber was weak on the announcement of a
cut of 6 to 7 per cent in the price of tires, but its aggressive competitor
Goodrich rose a fraction and then closed a shade off#1 There are evi-
dences of a keen situation for business among the loading lire makers.
.That, of course, is nothing new, but for the present season increases in
capacity appear to be putting a new edge on the competition.

ALLIES BLOCKADE ORDER OPENS NEW CHAPTER.

On the bigger Issue of international diplomacy and the future of our
overseas trade, it is rather a difficult m atter to determine .iust what new

phases are to develop from the British blockade of Germany. The action
is not an answer to tho American proposals, but it seems to overlap the
A merican tentative note and to contai i an answer. W hether Germany

will respond with another volley of torpedoes and a fresh indiscriminate
mattering of mines, and what 1lre outlook for American shipping, appear
to be factors as hazy as ever. The position of the neutrals, too, remains
to be determined. The outcome Is evidently just in the making.

Tangible consequences on view yesterday were a wide open break of
six cents in wheat, the Dardanelles factor joining in this, and a break of
six to ten points in cotton— the latter wholly on account of the prospec-
tive shutting off of cotton exports to Germany and Awustria, although it
was by no means certain up to the close of business hours just what the
blockade portends. .

That a new and important phase of this titanic struggle is about to
develop is the only thing that is perfectly clear.

Gold imports of S7r>0,000 direct from London were announced—this
being the first direct return of the yellow metal since the exchanges

turned in this country’s favor. Foreign exchange was weak and unset-
tled on the appearance of the blockade announcement. Acute weakness
was in evidence in rates of rem itttance to Germany, Italy, France and

Switzerland.

The weekly traffic reports from the west indicated some cessation of
the growing movement of the few weeks preceding. Pennsylvania’s
monthly earnings report showed a net loss for January cf $227,000 on the
linc-s east and $780,000 on the lines west.

FEDERAL BANK BUYS ACCEPTANCES.

O fficials of the Cleveland federal bank yesterday announced the pur-
chase of $400,000 of acceptances through the federal bank of New York,
including a participation by various institutions in items originally ac-
cepted by the Guaranty Trust Company of New York. The local Insti-
tution also purchased $200,000 more municipal warrants of the city of
New York, making total new investments of $600,000 In addition to some

small items in the way of rediscounts with member banks in this district.
The announcement of the purchase of acceptances is of unusual in-
terest. It is understood that several of the reserve banks have partici-

pated with the federal bank of New York, so that the total operation is of
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difcount and investii
week's purchases
over a period of sev-

federal banks in the
cumulative value. Each
constant expansion

OperaWms of the
market& Jne attaining
modesmfc but there has been a

report an increase in discounts of
WS.262,000 and in investments Of $2,690,000, a total Increase of $7,952,000.
Total discounts and investments aggregate nearly $46,000,000.

The Cleveland federal bank increased its discounts by $351,000 and
its investments by $250,000, a total of $601,000. Purchases of acceptances
foreign,, tranm fhtori.s were the conspicuous feature of
operatitfiri 1 j ') 13

Total loans, discounts and investments of the local institution are NOW
$2,395,000. 1t Is evident from the figures that the reserve banks .till
shortly become Self-supporting and will earn a dividend for, the share-
holders— the member banks.

The New York bank statement showed an increase of $32,000,000
loans witli practically no gain in cash. sSurplus decreased $5,000,000.
ssibly the only lucid comment tha* can be made On the bank figures
hat Ut« Gotham institutions are feeling perfectly safe iN indulging

tk P'W Jfportunities presented by the lowering of the reserve ratio and are
doing it. Current money rates continue very easy, so that it would scarce-
ly do to infer a closer position from the bank figures.

One of the stray tokens of significant import that appeared
the w*ek was the return of the big insurance companies to the market

wFeelf 'Wic U o tlnli

representing
the week's

during

for real estate loans.
FV S. Bauder, of this city, who represents the Equitable Life in its

operations in northern Ohio in realty loans, announced that his company
W as again In the market after having done nothing for almost a year*
Insurance funds are manifestly about to become a factor in the markets

Their purchases are. of course, the lan "Ht single factor in
loan market. 'Their retdrn to the mark-* cannot but have
effect upon the supply of funds available for improvrrr—
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of Condition—Extracts From
His Speech.

William TOﬂkS, manager of the credit department of the First National

bank Of Cleveland,

in a tatk to the Cleveland Association Of credit Men

Thursday evening, discussed the business mao’s relation to th» bank. He
dwelt particularly on the trend of affairs under the federal r- . e set s~d
' rIshAT

the strict requirements of that law concerning information
commercial banks by their borrowiftg customers. *
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To< full success of the federal
h the borrower
no the banker. It was con-
i tn th* Interest# of the for-
" on him rer's the respond-

STATEMENTS OF BANKS |

The federal reserve system tn tne latest
week enlarged Ita loan and Investment oper-
ation* by $7,95*,000, of which Increase $701,-

by “the Federal Reserve bank ot
Cleveland.

The Cleveland bank purchased  $400,000
bankers* acce tances baaed on Imports and
exporta $260,000 New York city and Roches-
te N. Y.) municipal warrants, and In-
creased rediscounts. ' In other words, the lo-
cal Institution as well as the system ma-
terially increased facilities extended for In-
emal business, for foreign business carried

g [e5|dents of this country and for city
rowing for short ter

Whlle the surplus reserves of basks

ally are large 'and money Is la U#k* de-

mana, bankers are satisfied that Ihl« should
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uttbl< olgdectlon to, regional bank
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new commitments have been ken on
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Rl e JEte 20
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Governor Fancher, of the
Federal Rescue Bank, to
Be Invited to Lexington

Senator Thomas A. Combs, who s

a member of the Board of Directors
of the Cleveland Reserve Bank, and
<. W. Stoll, president of the Kentucky
State Bankers' Association, who went
to Cleveland Thursday to attend a
banquet given by the Cleveland
board Friday night, returned to the
city yesterday afternoon. Present at
rhe meeting was President F. W. De-
lano, of the Federal Reserve Bank,
and the presidents of the State Bank-
ers’ A ssociations of Pennsylvania,
Ohio, W est Virginia and Kentucky, in
addition to the members of the Re-
gional Board of the Cleveland bank,

and members from the Reserve
Board at W ashington.
Mr. Stoll said the meet was sim-

iply to discuss the operation of the
Federal Reserve Banking Law; and to
give the bankers from different sec-
tions an opportunity to exchange in-
formation as to the general financial
conditions in their territories.

It is probable that one or two mem -
bers of the Regional Board will be
present at each meeting of the bank-
ing groups in the State, and Governor
Fancher, of the Cleveland Bank, is one
cf the first who will be invited to come
to Kentucky. A strong efTort will
be made to have some of the direc-
tors go to Jenkins June JO to attend
the meeting of Group Ten, the bank-
ers’ asosciation in the Tenth Congres-

sional D istrict. A large number of
bankers from this part of the State
will probably go to the Jenkins meet-

ing, and Mr. Stoll w.Ul try to make
arrangements with the L. & E. Rail-
way Company to run a special train
to McRoberts, the terminal of the L.
& E. in Eastern Kentucky, which s
only six miles from Jenkins, to trans-
port these bankers. It is said that
many residents of this section, who
are interested in coal properties in the
Letcher County fields, are anxious to
make the trip.

Federal Reserve Bank of St. Louis

ADVISES UNIFYING
U.5. PAPER MONEY

Manufacturers’ Banking and
Currency Committee Makes
Recommendations.

Would Consolidate Note Is-
sues Into One From
Regional Banks. v \;

The committee on banking and
currency of the National Association
l[of Manufacturers makes the follow-

ling: recommendations regarding: the
United States banking and currency
system in connection with an ex-
tensive report;

1. Abolition of the unlimited legal tender
_power given to silver dollars so” that our
|m(|)getary Bystem be based absolutely on
old.

2. Abolition of the useless term “lawful
money." No'mone%/ which is not lawful |s
supposed to circulafe, and there is no use in
maintaining a discrimination in theory.

. The ‘"consolidation of all note “lIssues
Into one onl%/.«emanatm directly from the
government through a  federal réserve bank
and guaranteeing ‘it with tne same reserves
that "are guaranteeing today the different
classes existing.

4. Establishment of a central reserve
bank owned and controlled by the govern-
ment. but operated by co-operation [ of all
batiks; this bank'to have one branch in each
state Instead  of the twelve federal banks,
and as subsidiaries of erfch the clearing
houses now existing, of which all banks
couTd become members without discrimina-

ion.
IIQ Unification of all banking laws into one
on

6. Extension of the power of acceptance
given _to banks for domestic purposes also..

. To suppress the system of cash dis-
counts. except when based on the regular
rates of Interest for advanced payments.

To substitute accepted drafts or signed
notes for the present system of open accounts
in _domestic business. X

: fix the rates ot rediscount at tha
federal reserve banks in accordance with
the prevallmc}; rate of Interest tn each center.

0. To establish one or more American
banks for foreign trade.

May 1915
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marve cities, a_ reServe in the fed-
and does carry secondary rescr

, ... ot balances with banks Jn otl
‘les, which are not local Reserves, to com
.

those banks for cleftiing items on

territory. Even the largest banks can-
*7>ly send every ont-of-town check
the bank or place of payment; but
the bank the more nearly items are
Irectly. All of these reservés make up
a. r 99°000. That, ;t)resfumabl s
will leave a balance to loan out of $9,000,
which 1s far from a fact.
Fallacy in re Bank. Profit.

Suppose a/ou are depositing daily an aver-
age of $2,000 In Items on St. Paul, Minne-
apolis, Memphis and Nashville, from which
it"Tequires five days to get our money and

there<uT|Edo& i *1:00Qr, Hrf+OW I @4%@
* **e amiiwrg #1,000 without[ntereet, out 1
for exchange cost, and have no compensation
for_administrative expenses.

Ohio has nearly 200 towns that cost
three- da&/s’ transit, and from 50 cents to $1
per $1,000 exchange.. Another point, ltem*
on other Cleveland bank: , deposited after
10:16 a. m., which U e clearance hour, are
credited to your acaotftt on day of deposit,
but we do "not get Our money until next
day’s clearance.

n the face of these facta, how many of
you, are drawm? on the banker for un-
fealized funds? Tt is correct business to auk
,your customer to remit in current funds,
otherwise he is not paying the face of his.
obligation, and either yoy or your banker
must stand the loss. '

NOTES RECEIVABLE a** not quick if
they represent past due notes, stockholders?
notés, or straw men for stock SUP'
be fully Issued, obligations of officers and
directors who have their all. Invested in the
corporation,  kited taken for

notes, notes

past due and worthless accounts.
On account of the federal reserve law and
board’s double-name paper

preference for
drawn_on a purchaser against an actual
sale of goods, which Is prima facie evidence
of its self-liquidating _nature and the char-
acter of the transaCtion, we may see ac-
ceptance graduall¥ take the place of open
accounts. ~ New York city at present |s
rapidly superseding the Edropean centers In
the handling of ‘international acceptances,
which has been brouzt;ht about by the fed-
eral reserve act and the war.

ACCOUNTS RECEIVABLE. The banker
expects this to be the net amount not get
due for merchandise sold to customers; but
It has been found to Include such slow as-
seta as disputed freight claims, overdrafts
of officers, directors or salesmen; bill* lon
over-due; or, no* in fact a “receivable” bu
merely *“advances” or “deferred.”  Those
pledgéd for loans, if an asset at all, are
slow. ~ Such practice establishes a prior
lien against the bes} liquid assets on which
the banker, wholesaler or manufacturer has
based credit., _The compan}; holding these
assets should finance the whole proposition
the borrower should then buy for cash and
not seek loans from'a bank.

ERCHANDISE. Inventory Is the acid
test of honesty. Bankers are” never pleased
to learn that an inventory has been marked
up, and nothing creator so much suspicion
In ‘my investigations of an> asset as a profit
taken which “has not been realized. Of
course, every increase In valuation set upon
merchandise’ at the_end of this year means
a smaller figure of profit next ‘year. The
valuation of" finished goods should be cost
or market, whichever is the lower, not sales

In no event will conservative meth-
Imit of any part of administration and
_ expenses” being added to the cost of
goods. ~ “Cost” may Include all expenses
incurred_ in manufacturing. It Is conserva
tlve to inventory unfinished as raw material
and that at présent market cost. Supplies,
stoaes, etc.. while consumed in the activi-
tiescarried on, do not themselves form an
integral part of the products manufactured;
tjieiiefore, are slow and not a part of mer-
chandise.

STOCKS. BONDS AND INVESTMENTS—
When the banker is not given proper data on
this Item that he may determine actual
worth and whether quick or slow, his proper
method of analysis is to treat it all as slow.
If made up of Investments in subsidiaries or
branches where it must remain in order that
those concerns can carry on their business,
it li unquestionably permanent and slow.

ive you all the quick,

That the banker may
therefore loans, you deserve, It is well to
furnish him the mecessary data, A banker

who profits from past experiences will re-
quire a consolidated balance sheet made up
by a competent certified public accountant
on a concern that Is_extensively financing
branches and subsidiaries. . .
This item should not include unissued
stocks and bonds of the corporation jtself
which are not an asset; and even, issue
stocks or bonds, temporarily repurchased,
require close analysis before listing in quick.
PERMANENT OR SLOW ASSETS—Thew
only consideration given by the banker to
the” several items under this head Is com-
arative In nature. He may search there-
or symptoms If other parts of the statement
have’a sickly appearance, or If the profit and
loss looks too healthy, all conditions consid-
ered. If a concern's capital Is nearly all In-
vested In permanent, the banker feels it Is
R]oor bu%mess to furnish working capital. No
atter how much money may aetnatty in-
vested In permanent, its sale Is always a
matter of waiting for a buyer, long negotia-
tion, and then sell at a sacrifice; or, it may
emean additional money and the banker eri-
tering into the manufacturing or real estate
* aslnees for a Ion%é)erlod.
ASNEGTES PAYAB FOR MERCHANDISE

ulsfed.org/ -
e Bank of St. Louis

.BDgftnaa c® tie Impil®: contmert itaU !t t» ft*
iB8s ,

some lines ?/ields from 10 to Sti% per annum,
this_It*m« [f large, warns ®f a lack M ~m
capital unless It”is the character 9
that usuaII% gives notes foi r

rchases, but then tho bank
should be small; anyway. this ita
it appears, should bear a normal pe
to purchases

NOTE8 PAYABLE OWN eNKS-It

Is frequently diff, lit-. .clear dls-
etinctin between 8 *r«it/ ants£ A

arefigdeiefor capital— but those

made against accounts ar _ ,

aid off as these are iUiectecta'vov T bo

an
unqu%stionabl current . 0™ » r<*onal
advances, and from the r Iridpoi..v ot good
banking should be liquidated once® or twice
a year, that is, between e”afons.
*.NOTES PAYABLE FOF SffAPKR SOLP
a concern |s borrowing” full line from
3 .ankers, then it should- nbt use a note
tUwr att*the same time- If it is doin
>ta and”Lttlng notes for merchandise, i
ejjibys the ~rt of skatiag on thin ice.
ACOOUIHtS 3?ATABLE—This Item should
contain bills ndt < pr not subject to dis-
count, that Is, if tfie t&siness lit being prop-
fgrlykconducted and is in good Credit
an

. . [
DBJPO8ITS OP MONET WJT 31J pV J.
overs loans from wife, «Onf.
ives, or savings of employee & £
Concern, often repayable at fc

[N

the parties deposningn the mor J y
prove a menace to the busing X -~ 7
cases the, concern™ is getting o*
titled to in the ‘way of itTans f* >*a a
sources. I ~ N ?
RESERVES—If all partis* led' o
these statements wero J and tr

bookkeepers, they would ArSe.u”rthU it
represented allocations o ,l_urpr for \
urpose of conserving the-i “icern's financrr.,

terests by reducing thf£? ~arplus avallot/ »
'dsend\é, 5 P !

for divi ds, and whatever such reserve m»
1be called, it is In reality a part of the ger
eral surplus of the business; but If the deb
or offsetting entries are proper charg
1ﬁamst income, then the so-called reserv.
ihouid be deducted from the assets to whi<r w
-h(ejy relate, which we do with reserve fe
ad debts, taking it from quick assets In r
reserve for depreciatioh
lant from slow ’xs“tir; We are rather
ar-assed when-~._"'t one sum w hlclf,
laaale: a; debts and depre
16n of p 3 'Fis why we ask *»
customers to item|*6" the reserves. If we” *
not get %HS correctly, the net worth ia sup*,

to w . ,
Tho . speaqwr.then took up In detail 4he
ronclMised profit and loss statement. Orte
quefcion to which his bank asks an answer
". "What is the actual expense of conduct-

« ibe businessVv’ He said in pfirt:

A mjAL EXPENSE ?lfeUSOsfWCTTNG
v-USINESS is manufacturji j ~isf- sellin
4*ffictt general and admlnistraflve rexpenses'
Of ci-larse. under this very condensed-"orm of
art* ng at figures, thl'3head would include

_fs; renewals and: replacements_ unless
Oi : .ess is so poor that you are capitalizing
r- items and opening yourself to criticism:
.. m>gTINGENT LIABILITIES (upon re-
di.*"r-Sited receivables, upon accommodation

“ments, upon notes exchanged —with
o'hL' *3 for guarantees, for bonds, ‘etc.) This
Is PCfabject” that has been worn threadbare
sir .recent big dry goods failvre, and we
wi.l  _t repeat what all of yok must know.

inalysis, an

We "bavo advanced far enough in this
subject ?to make it plain why a” banker_or
His'cr®  department must ask quite a few
luestiot® to determine accuratelz what is

Cess igti*.ckf proportion of quick and net
«.0”b, als« meet federal regulations, and
lot tlr -customer Injustice.” It is impos-

sible to make up one rorm of questions that*
will cover all classes of business and not?
leave something to be desired. When spe-,
cial cases come up. we ask the necessary
questions, and If we don’t get replies, the"
very manner, of the refusal’ will alften te I
us all we want to know. -1
I-have showni you the simplest sicfe of ans, i
ysis, br* the ‘credit men must go deepci
ind com__.re With previous yearfl, and forTh
present IRTJtr with other_godd concerns In th»
Jfme le_fof business, from w-hich he esUtfj
IIshes a"i, elaborate and valuable volume
statisttcsMoovering: 4 s

N

I>tr’1|ehand, accounts receivable and 1mles pay-
Percentage of fixe& aagets, wf~i Abilities, of

let worth. o &\ SESPT t
ca: ital

. Percentage eka_rned ‘neI 3 L
itock. on ‘workin ral anu mJ true*iet
vorﬁ‘l g P 7’1

eEst,a'bIIsJi liquidating values : accounts
meceivable. and merchandise * _different
:lasse»- of business that he ma Judge the

idgpﬁésgroportions of quick for -a?h ine

A %ood bank prides itself on t* alcare with
rhich it guards' the information Xsted to
ts steel files with good o<'i. o * ™ .ly to
he credit departmd>Ti anLi-oglcm”

tft Ws

Operations Of the Cleveland fcilera’

reserve bank have extended to a
point where the institution soon will
be self-sustaining:. Current incomc

Is close to 50 per cent of expenditures.
The weekly «tatement, issued Sat-
urday, shows rediscounts and loans
amounting to $1,223,000, an increase
over the preceding week of $451,000.
This includes about $200,000 of foreign
acceptances, the privilege to purcha
which recently was granted th
eral banks.
Investments
ed at $1,172,000, an
the gain representing
eastern municipal warrants
emmecrrf honrfs.

Saturday were report-
increase of $250,000,
purchases of
and gov-

-_i £y ljrjingp

Clevelana reaerai tsaxuc.

Statemeﬂt of condijtion_a e close of busi-
ness l\//larc 12:

Gold coin and gold certificates— U fi.» QUX
Iv"gal tender notes, silver certifi- ,
cates and subsidiary coin. ¢ 575,000 00
. 517,503,000 00
B>lla aiijcounted 51,754,000 0O
Investmenls ., j 1,17« 000 <O
Due from other
banks (bet) .. 343,000 00
All other resou 3471000 00
Total resources .. . . $21,212,000 0
. t JFFABILITIES.
Reserve deposits ... $17,010.000"
Capital paid in..,.. l.ofe.ooo0 Qu
Total liabilities .. $21,112.000 M

<ash reserve agaiu-t «ii liabilities....".. i04.6t,,
; ’ i c.- 200

f; td

OF FEDERAL BANK!

Board at Heal A& Reserve
System Will Publish Income
and Outgo in Detail.

Decision on Pittsburg Request
for Clevelgrd IrstiWJ—

sm M |

WASHrXGTON. M™arch 16—in-
come and expenses of each of the
twelve federal reserve banks will be
made public July 1, according to an
announcement today by the federal
reserve board. The first statement
will show earnings and outgo from
the opening of the system. It was
said today that the banks are doing
u fairly good business, and that the

7.600 and more stockholders or mem -
ber banks will probably get returns
on their investments. No time was
named.

The federal reserve board an-
nounced that it had deferred for
thirty days consideration of appeals*
from the work of the reserve bank
organisation com mittee in districting
the Country and making reserve
cities. Several members of the board

are expected to be absent from W ash-
ington during the next month.



Digitized for FRASER

REVIEW AND OUTLOOK

COUNTRY BANKS AND THE FARMER

This is the season of the year when the various asso-
ciations of state bankers hold their conventions. Readers
of the addresses delivered before these eminently useful
conventions must have noticed an outstanding feature.
It is the relationship between the farmer and the banker.
It emphasizes, indeed, the extent to which the intelligent
banker can help the farmer, and can even protect him
against himself.

At the convention of the Virginia Bankers Associa-
tion, Dr. Bradford Knapp, of the Department of Agri-
culture, suggested a series of questions which the banker
should put to the farmer, for the farmer’s own sake, when
he applied for a loan.

What did he intend to do with the money .
were his prospects of repayment? What was his reason
for supposing that the new venture would be successful
Was his agriculture confined to one crop? To v. at ex
tent was he diversifying his crops? W ashis farm in
this respect selfsupporting? How many people did «
support? What -mechanical appliances had he. it
intended to switch to dairy farming, what did he now
about milch cows? What provision had he made ~
them, not merely in bams but for feeding the cattle .
What was his market, and how did he intend to reac™
it? What had he done to develop his farm in the past .

There are plenty more questions suggested at these
conventions which might not only be usefully put by the
banker, but should be put by a farmer to himself. He is
in the greatest, the most elementary business in the won
It is a business in which the successful man deserves the
rewards. As at present constituted, in all too many case.,
the business of farming is cluttered up with incompetents
gathering a bare existence, and always one season e in
in their obligations. 0 (

Here is something which the bankers can do that no
legislation can accomplish. If they can persuade the
fprmer to diversify his crops, raise his dairy return, stim
ulate his breeding of chickens and pork, so that he wi
not be receiving revenue once in the over-pledged *a ,
but throughout the year, the bankers will have done =ome
thing which Wall Street and Washington put together
cannot do for them. It is ot the last economic conse-
qguences that they now recognize the fact, and are facing
it with courage and understanding.

Wall Street Journal
June 22, 1915
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EXCEPTION

Taken BylLocal Bankers

To Statement That Cincimmati Banks
Are Asking For Large Redis-
counts in Chicago.

Cincinnati bankers were very much
surprised to read in yesterday’s issue
of the Wall Street Journal an inter-
view attributed to George M. Rey-
nolds, President of the Continental
Commercial National Bank, of Chicago,
in which he is reported as saying: “Our
deposits have begun to work lower.
Cincinnati and Louisville banks ask for
a large amount of reu.scounts. Minne-
apolis and Kansas City are asking
credit.”

From the statement, bankers say, an
impression is created that Cincinnati
banks are short of funds and are un-
der the necessity of asking Chicago
for loans by rediscounting their paper
with the Windy City banks. Nothing
is further from the facts, local bank-
ers declare. A canvass of the national
banks and the larger state banks yes-
terday elicited the information that not
one of them has any paper rediscounted
in Chicago. On the other hand, several
of them have handsome balances to
their credit in Chicago. None of the

bankers interviewed believed there
was the slightest foundation for the
statement.

The Cincinnati banks have ample
funds to meet the current demands on
them. Since the last statement the
loan accounts show material increases
and the banks are working on a closer
margin, but the demand has not yet
developed to sufficient extent to cause
a hardening of money rates, which are
quoted locally at 3Vi and 4 per centm/
call, 4 and 41* per cent on time and 0
and per cent for commercial loans
and discounts.

Cincinnati bankers say that Cincin-
nati rarely rediscounts at Chicago and
that there is nothing in the present sit-
uation to require it or make it ad-
visable. Little rediscounting has been
done even with the Cleveland Reserve
Bank. Local bankers yesterday point-
ed out that during the stringency fol-
lowing the opening of the European
war Cincinnati monfcy ratec were lower
than Chicago rates. It was the gen-
jeral opinion among the lec&l bankers
yesterday that Mr. Reynolds was either
misquoted or misinformed. They were
unanimoiis in asserting that the state-
ment as credited to him was not in ac-
cord with th*i tru*-situation. *

Cincinnati Enquirer
lloveyriber 9, 1915
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IWITHOUT EXCHANGE
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Clearing House Tomorrow Will
Consider Establishing of
Special Department.

WIDENING PRESENT METHOD

More Out-of-Town Banks to be
Asked to Join In Scheme with
Association Members.

The New York Clearing House As-
sociation will hold a meeting tomorrow
to consider the establishment ot a
special department for collecting checks
of out-of-town banks at par. For three
years individual banks have had work-
|ing agreements with the banks of cer-
ltain " discretionary points" in Mas-
sachusetts, Rhode Island. Connecticut,
New Jersey and New York, under which
the institutions here collected without
charge checks drawn on the interior
banks. While this arrangement was
satisfactory as far as it was applied,
members of the Clearing House Asso-
ciation believed it could be extended
greatly if the work here could be put
under the direction of the association.

A committee consisting of Walter E.
Frew President of the Corn Exchange
Bank; Charles H. Sabin. President of tne
Guaranty T.ust Company, and Edward
Townsend, president of the Importeis
and Traders National Bank, was ap-
pointed last November by Albert H.
Wiggin, President of the Clearing House
Association, to study the field of check
collections.  This committee reported
two months ago that a department of
the Clearing House to handle eola-
tions for all member banks jrfUw As-

reA”Nindrng”m atMw Ith tne wox
IS«fnrhfrr;0f>w

S a r i — Neco - Of col-

leThenproposal will be voted on in ‘he
torm of this resolution:

Resolved. That the Clearing House Com-
mittee be and hereby Is authorized to es-
tablish in the Clearing House for the bene-

t of ita members a department for tne
collection of out-of-town check*, and to
make such rules and regulations for the
conduct thereof as it may from time to
time determine.

Under the present limited system in-
dividual banks and trust companjes
here, who are members of the Clearing
liousc Associations, cash checks drawn
on banks in interior paoints, and recejve
from these banks remittances covering
the amount of the checks cashed. No
charge is made by the local banks for
the 'service, whereas the banks which
make collections for outiide institutions
with whom they have no agreement
make a charge which is taken from the
face value of the checks. |If the asso-
ciation decides to take up the work, it
is planned to invite many other banks
than those at the discretionary points
to accept the service, and the individual
phase of the business will be swallowed
up in the Joint labor of the Clearing
House's department.

By way of illustrating the method to
be “followed, it can be assumed that
checks drawn on the Mechanics Na-
tional Bank of Providence, R. I., are
cashed by five New York banks on the
same day. Under the present system
the five ‘banks send the checks fo the
Providence institution and receive five
checks covering the amounts paid out.
The Department of Collections of the
Clearing House, wunder the plan, re-
ceives the checks from the five banks,
sends them in a single envelope to the
Providence bank and receives in return
a check covering in a lump sum the face

value of the checks. The department
then distributes among the banks here
the sum due to each, and makes no
charge for the work.

If ‘tlie proposal goes through, three
systems for the free collection of checks
of interior banks will be in operation
In this city. The Federal Reserve Bank
three months ano established its service
for Intradistrict collection at par. and
soon afterward the Guaranty Tr‘*st
Company set another in operation for
trust companies.

An officer of the Federal Reserve
Bank said yesterday that the Clearing
House system would not conflict in
any wa%/ with the Reserve Bank's meth-
od, buf in fact would complement it.
The Reserve Bank’s col’ertions apply,
of course, exclusively to members of the
reserve system, while a casual survey

the contemplated plan makes it ap-
ear that the Clearing House will act
or batiks accepting Its services which
may be either within or without the
Jurisdiction of the Reserve Bank.

New York Times
July 20, 1915
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RECOMMENDS REDUCTION

of Paid-In Capital of Federal Re-
serve Banks By Two Third*.

W ashington, November IT.—The Fed-
eral Reserve Board to-day Issued a
statement outlining recommendation*
for amendments to the Federal reserve
act, made by the Federal Advisory
Council.

In addition to the suggestion that
the work of the oltlce of the Comptrol-
ler of the Currency be absorbed and

ministered by the Reserve Board, the
ouno'l recommended a reduction by
wo thirds of the present paid-in capi-

| stock of Federal Reserve Banks,
subscribed capital to remain as un-
der existing law. It suggested that the
Clayton antitrust act be amended In

the section affecting Interlocking Di-
rectorates, so It would be lawful for
an officer or Director of one bank to
hold office or be a Director In another
bank.

The council expressed the view at
the request of the board, In respect to
high Interest rates by banks which are
members of the system, that the de-
mand for money Is regulated by Its
cumulation or lack of cumulation In
banking centers. It adopted a resolu-
tion declaring unalterable opposition
to legislation that would make farm
land bonds, such as have been proposed
In connection with rural credit bills,
security for loans from Federal Re-
serve Banks or to any measure that
would make such bonds the basts for
acceptances by member banks. .

The Executive Committee of the
Governors of Federal Reserve Banks
met here to-day with the Executive
Committee of Federal Reserve Agents,
to discuss policies In oonnectlon with
the operation of the reserve banks.

Cincinnati Snquirer
November 18, 1915

REYNOLDS SEES HIGH RATES

Ocorge M. Reynolds, president of the
Continental nnd Commercial National Bank,
notes fast movement into business of Idle
mon-'y and consequent Stiffening of money
rates<. lie says:

"Our deposits have begun to work lower.
Cincinnati and I-oulsvM * banks today asked
for a large amount of rediscounts. Minne-
apolis and Kansas City are beginning to
ask for credit. As the money ladrawn from
iis farther West and Northwest wo tn turn
shall reduce our balances In New York an<3
In consequence there will shortly follow
Improvements In rates. And It all shows
that the present talk, of Increase in busi-
ness Is not merely an expression of a Wwish,

but a statement of condition*.” / —

Ilhicego Post
over.ber 6,1915
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CLASS C DIRECTORS

Will Not Be Appointed Until Late
in December.

mrftrill. BIS'ATI m To THE rsufl*««.

W ashington. November 5.—Although the
polls will be closed December 1 for the
election of Class A and Class B Directors
of the various Federal reserve banka, the
appointment of Class C Directors will
probably be reserved until about Christ-
mas.

A member of the Federal Reserve Board
said that the appointment of Class C Di-
rectors, which is wholly In the hands of
the board, will be delayed until the latter
part of December, although announce-
ments will be made In time to permit, new
officers to make arrangements to assume

eir duties.

H. P. Wolfe. of Columbus, Is the Class

Director of the Fourth District whose

rm expires December Sl

Nominations Close.
SPRCtAI* mMWATI'H TO THE 4tV4CI*KS.

Cleveland. Ohio, November 5.—Nomina-
tion lists for the election of two Directors
of the Federal Reserve Bank of Cleve-
land. to represent the smaller banks, will
be sent out Monday. The nominations
closed to-4ay. The list of nominees will
not be announced until s»nt to nﬁmber
banks Monday. . .

Cincinnati inquirer
ovenber 6, 17?15

Federal Reserve Bank.
The terms of three directors Of the Federal Reserve
Bank of Cleveland will expire December 31.
A successor to Harry P. Wolfe of Columbtis will be
named by :he Federal Reserve Board at W ashington and

successors to Stacy B Rankin of South Charleston. O..
iand A. B. Patrick ot sSn~TsvTlle, Ky., will be chosen by

member bants”M r. Rankin is a Class A director chosen
'by group three, consisting of the smaller banks of the «lis-
Itrict.  Mr. Patrick is a Class B, business man, director
Ichosen by the same bank group. In accordance with the
'rotation policy of the Reserve Act, the successors to the
three men will serve for three-year terms, though the
present incumbents have one-year terms. Notice concern-
ing method of election will be issued to member banks
in due course.

The Federal Reserve Board this week approved redis-
count rates of 3”4 per cent, for the Cleveland bank on
trade acceptances with maturity up to sixty days and 4
per cent, on the same kind of paper running sixty to ninety
days. The trade acceptance takes preferential rates be-
cause the Reserve Board desires to increase its use; it is
two-name paper, the buyer of merchandise accepting a
draft drawn by the seller rather than remain debtor on
open account on the seller's books. Trade acceptances
apply to domestic business.

‘«« York "inancier
October 9, 1915



SUGGESTED AMENDMENTS
TO FEDERAL RESERVE ACT

Turn Comptroller's Work Over to the Board, Amend

Clause on Farm Loans, Reduce Capital, Bar Officials
From More Than One Bank

Washington—The Advisory Council has suggested sev-
eral amendments to the Federal Reserve Act, the chief
among -which are:

That the work of the office of the Comptroller of the
Currency be absorbed and administered by the Federal

Reserve Board.

That Section 24 of the Federal Reserve Act relating
to loans on farm lands be amended to read as follows:
“Any national banking association not situated in a cen-
tral reserve city may make loans secured by improved and
unencumbered farm lands situated within its Federal Re-
serve district, or in an adjoining district, provided the
land on which the loan is made is within one hundred miles
of the office of the bank making the loan.”

A reduction by two-thirds of the present paid-in cap-
ital of the Federal Reserve banks, leaving the subscribed
capital and double liability as now constituted.

That the Federal Anti-Trust Act be amended so that
the second paragraph of Section 8 will read as follows:
“No bank, banking association, or trust company, organ-
ized or operating under the laws of the United States in
any city or incorporated town or ‘village of more than
200,000 inhabitants as shown by the last census of the
United States shall have as a director or other officer or
employe any person who may “e connected in either of
these official capacities with more than one other bank,
banking institution or trust company located in the same
place. Provided, that nothing in this section shall apply
1to mutual savings banks not having a capital stock repre-
sented by shares. Provided further, that a director or
other official or employe of such bank may, besides being
an officer or director in one other bank, be a director, officer
or employe of not more than one additional bank or trust
company organized under the laws of the United States
or any state where the entire capital stock is owned by
stockholders in the other. And provided further, that
nothing contained in this section shall forbid a director of
Class A of a Federal Reserve bank, as defined in the Fed-
eral Reserve Act from being an officer or director, or both,
in one member bank.

That the Anti-Trust A'ct be so amended as to permit
joint stock ownership by national banks of banks organ-
ized to do business in foreign countries through branches
established therein.

That the National Bank Act be amended to permit
the establishment of branches by national banks having
an unimpaired capital of not less than $1,000,000, provided
that no branches are placed outside of the limits of the
city where the bank is itself located.

The Council also passed the following resolution:

“That this Council is unalterably opposed to any pro-
vision whereby farm lands’ bonds described in the Hollis
bill may become security for loans from Federal Reserve
banks and to their being made a basis for acceptance by
member banks.

FEDERAL RESERVE BANK ELECTION

In accordance with the provisions of the Federal Re-
serve Act, Pierre Jay, chairman of the New York Federal
Reserve Bank, has sent a circular letter to the district
reserve electors of Group 3 in this district advising them
of the candidates who have been nominated for the two
Class A and Class B directors whose terms of office ex-
pires this year. Apparently the present incumbents,
Franklin D. Locke, of Class A, and Leslie R. Palmer, of
Class B, have received an overwhelming plurality in the
nominations.
co i Fran”Kn Locle’ Buffalo, has been nominated bv
82 banks in the district. The other nominees in this class
were B. H Howell, of Garfield, X. J., who received one
vote Josiah W. Place, of New York city, three votes; W
M. VanDeusen, of Newark, N. J' four votes and D D.

bank * °f Granville’ N' Y > was nominated by one

Leslie R. Palmer, of Croton-on-Hudson, N Y re-
ceived nominations from 88 banks for Class B and James
\\ . Johnson, of New Brunswick, N. J., three votes.

iall Street Journal
November 19,1915
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Federal

Reserve Banks

Have Helped Country

New System Has Yet to Take Up All Its Powers—Has
Improved Lending Conditions and Made

Mone

By HENRY PARKER WXLIS,
Secretary of the Federal Reserve Board.
W hile
about a year of experience with the

there has technically been

jFederal Reserve system, there has been

Rates More Stable.

has pointed a way to further develop-
ment of the kind of two-name paper
which is most widely used in Europe,
and has endeavored to encourage the
,use of such double-name drafts by aid-
ing in the establishment of specially
favorable rates for them at Federal Re-

serve bank of the district. The effects
of the Federal Reserve system upon the
large business man, or the business
man irrespective of size, who knows
how and is able to make his paper co-
incide with the requirements of the
Federal Reserve act, have been already
perceptible and important.

Currency Function.

Experience thus far has unquestion-
ably shown that the currency function
of the Federal Reserve Bank has been
unimportant. It is true that Federal
Reserve banks have obtained and
placed in the hands, of the. public very
nearly $200,000,000 of their own notes;
but the bulk of this sum has been rep-
resented by gold and lawful money
which has been deposited with Federal
Reserve agents dollar for dollar. In
all. the actual liability of the Federal

jconsiderably less than a year of active serve banks. Reserve banks for outstanding notes
operation of the banks. Some func- Under the provisions of the Federal gspzboé(e)slégo by commercial paper) is

i i i i i y A r | . Th figur
tions assigned to them by law have net Reserve act it is required that loans . . ° £ss € gures
be made upon paper protected by ware- just given—as well as all other evi-

yet been undertaken at all. The time,

however, has been sufficient to indi-

cate many things that may be expected
of the new system, to show where cer-
tain of its principal problems will lie,
and to suggest the nature of’its further

development in sundry directions, both
in law and in business practice.
Predictions made by opponents of the
Federal Reserve system wUh_reference
to the probable character oi the per-
sonnel of the new institutions have
been without foundation. The Federal
Reserve Board itself has never been
governed by partisan considerations in
its choice of employes. The personnel
of the several banks, so far as its se-
lection lay within the power of the
board, has also been chosen upon ita
merits. In the business transactions
of the banks there has been no oppor-
tunity for the exhibition of party pref-
erence; and, so far as can now be seen,
no such opportunity is likely to be
afforded. n . .
This policy has resulted in the choice
by the several banks of their own
staffB, wholly free of interference on
the part of the Federal Reserve Board
although the board has, in the case of
the higher officers, freely given its ad-
vice when requested. The board has
not only, as already noted, chosen its'
own staff without reference to political
considerations, but has made the choice
under a system of selection as rigid
and careful as that employed by the
Civil Serflce CommTssion.
Standardizing Paper.

Students of banking in its theoretical
aspects, however, will be only secondar-
ily concerned with the practical me-
chanics of the reserve system. They
will naturally ask what has been done
by the Federal Reserve Board toward
the standardization of commercial paper
and the improvement of lending condi-
tions in the United States. This was
one of the first problems to be at-
tacked. L

The Federal Reserve act provided for
the acceptance of bills of exchange by
member banks and for the discounting
of their bills by Federal Reserve banka,
thereby introducing a practice which
had been impossible under the national
banking system. The example thus set
in then Federal Reserve act has been
copied by many states, and to-day sev-
eral of them have already introduced
similar provisions into their laws. Un-
der Circulars 11 and 18,.Series of 1915,
the board haa practically standardized!
these acceptances by providing their
content, the character of security by
which they must be accompanied, and
the nature and number of the indorse-
ments required in connection with
them . s . \

In other circulars there has been an
attem pt to describe and provide for
different types of commercial paper,
.with a view to encouraging the ii*tro-
;duction of new business practices and
the improvement of old ones. In the
lcircular relating tj trade acceptances
I(Circular 16, Series of .1915) the board

house receipts, and such provisions
have been made by the board in the
circular relating to commodity paper
{Circular 17, Series of 1915), where it
is sought to meet the requirements of
the section of the act referred to. By
way of rendering tlii® circular and the,
provisions on which it is based really
effective, it has been necessary to do a
considerable amount of accompanying
work designed to promote the adoption
of uniform warehouse legislation, and
the issue of warehouse receipts against
staple products in satisfactory form.

Effect on Rates.

Perhaps no one feature of the Fed-;
eral Reserve act had received so much
attention prior to the organization of
the new banks as its provisions regard-
ing the rate of discount. During the
agitation for the Aldrich, or monetary
commission, bill much was said of the
supposed necessity of developing a uni-
form rate of discount, applicable to tha
whole country. The Federal Reserve
act was framed upon the theory that
such a uniform rate of discount was
neither practical nor desirable for a
country possessed of so great an ex-
tent of territory as the United States
and containing within itself so many
different industrial conditions and such
'widely varying demand for, and supply
of capital?

The organization of the Federal Re-
serve VSstem has changed th* situation
Jin two ways. It has offered to the
banks of the country the opportunity
of obtaining rediscounts by actually
presenting specific items of paper, not
as collateral, but for the purpose of
obtaining a bona-fide rediscount in each
and every case. Furthermore, it has es-
tablished throughout each Federal Re-
serve district a definitely known rate
of rediscount, published each week and
available to all member banks upon ex-
actly the same conditions.

The effect of this change has been
important. It has tended to bring
about the standardization of rates by
city banka on a level substantially simi-
to that fixed by the Federal Reserve
bank in the district in which the rate
was offered. It has thus given to bor-
rowing banks a standard of comparison
which in the past they Have never pos-
sessed. They now know that by going
to the Federal Reserve bank with a
igiven carefully described kind of paper
jthey can get a thirty-day accommoda-
tion at, say, 4 per cent.

Business men who at present under-

stand that their paper falls within the.
Reserve J

requirements of the Federal
are able,to demand and do, in
exact a rate on such paper correspond-1
ing roughly to the rate fixed by the

Federal Reserve bank, plus a moderate j

commission. Some of them have been

able to discount their paper below the j

ReserVe Bank rate because their own
banka were holding high reserves and
were eager to get business. Had the
conditions been
vere stringency been prevalent they
would have been able to demand accom -
modation from their hanks based upon
Ithe rate charged by the Federat Re-

reversed and had se-j

dence obtainable—show that little ele-
ment of “elasticity” in the correct
sense is to be perceived in the Federal
Reserve notes up to date, notw ithstand-
ing the fact that the Federal Reserve
act contains practically every provision
known to monetary science for forcing
the notes back to their issuers.

This state of affairs with regard to
Federal Reserve notes is partly due to
the fact that, during most of their
life, the circulation was clogged bv the
Aldrich-Vreeland notes, which had been
so plentifully issued last autumn, and
partly to the fact that the new Fed-
eral Reserve banks were organized
under the so-called “banking theory”
rather than upon the currency theor~"
and that consequently they perf,.|
their service without necessarily in-
volving the issue of notes. Further-
more, thure is the general fact that
the circulation of the United States
is already too large, and is daily be-
ing added to by imports of money from
abroad.

In the domain of note circulation,
therefore, as in that of commercial
paper, it must be said that the Federal
Reserve system has barely made a be-
ginning in the cultivation of the field
opened to it. It has developed the ma-
chinery provided by the law, and has
shown that such machinery is effec-
tive and adapted to the purpose.

Earnings of Banks.

One question inevitably and properly ,
asked with reference to every govern-j
mental enterprise of a commercial nat-]
ure is: Has the wundertaking paid?
W ith most governmental operations it
is not possible to answer categorically j
whether a given service has “paid” or
not. The Federal Reserve banking sys-!
tem is unique in that It may be buj-j
jected to either the general or the nar- 1
row test applied to governmental en- 1
terprises.

The Federal Reserve Board has pub-
lished complete tabulated returns
showing detailed sources of income and
expenditures for the period from the
organization of the banks, on Novem-
ber 36, 1914, up to and including Octo
ber 81, 1915. These statistics show in
general that the gross earnings of the
system, had been about $1,739,000,
while the gross expenses of the sys-
tem had, been about $2,748,009. The
current expenses have amounted to ap-
proximately $1,418,000.

Later month's show steady improve-
ment in earnings, but it may be rough-
ly stated that up to November 1 the
system has covered current expenses,
with a surplus of some $320,000, leav-
ing its organization cost and its equip-
ment outlay still to be written off.
Some restriction ehould be made uoon

New york Tribune
January 4, 1916
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President of Trust
Company Here Resigns

- - « — — -

James 1. Buchanan Gives
Up Office Because of Press
of Other Business.

DIRECTOR ELECTIONS

at a meeting of
tiie board of directors of tho Pitts-
}burgh Trust Company yesterday, re-*
jsigned as president of the institution.
I'His action, he explained, was due to
the increasing demands upop<his time
as president of the Pittsburgh Terminal
W arehouse and Transfer Company,
especially since the death of G. W. C.
Johnston, itij secretary and treasurer.
Mr. Buchanan will continue his connec-
tion with the trust company as a direc-
tor. No successor was choscn.

One of ConcernFoundera.

Mr. Buchanan was one of the found-
ers of the Pittsburgh Trust Company
in 1895. lie had served as its president
for 12 years and a year prior to assum -
ing the presidency was first vice presi-.
dent. Under his guidance the company
grew steadily and enjoyed an exceed-
ingly prosperous career.

At tiie same meeting of tlie board \V.
W. Goldsborough. manager of the TOrul
department, was elected a vice presi-
dent.

Mr. Goldsborough has been manager
of the bond departmt-nt of the trust
company for 12 years. He is well
know’ll in K .istern financial circles and
it is understood that his promotion was
hastened by knowledge of the fact that
two New York trust companies had
expressed a desire to secure his serv-
ices. Ha is thoroughly familial- with
the investment and general financial
situation in Pittsburgh.

The executive staff of the Pittsburgh
Trust Company now consists of Charles
H. Hays and W. W . Goldsborough, vice JnmrH 1. Ilurhannn.
presidents: D. Gregg McKee, treasurer; W . \V. tioldnburoiiKh.
B. H. Smyers, secretary, and W. D.
Jones, assistant secretary and assistant
treasurer.

Pittsburgh Gaz.— Times

January 19, 1916
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Congress Likely to Be Asked to
Reduce Amount of Currency;
$375,000,000 Issue of

Reserve Notes Considered.

I/cador Bureau, 102 Riggs Kids.

WASHINGTON, Jan. 20.—There's
too much money circulating In the
United States and too many varieties'
of it. Currency has tremendously ex-
panded; now it’s time to forestall a
collapse by contracting.

At n joint meeting of the governors
of the twelve federal reserve banks
with two committees of the American
Bankers' Association today, a plan
was adopted whereby, if Congress
consents, *346,000,000 of treasury notes,
popularly called "greenbacks” will be
withdrawn from circulation.

E. R. Fancher, governor of the
Cleveland reserve bank, and Charles
A. Hinch, of Cincinnati, member of
the Cleveland district board of direc-
tors, participated in the conference,
which is regarded as history-making
in national finance.

To accomplish the withdrawal, an
issue of 520,000,000 United States bonds

will be necessary. These would be
absorbed, according to the plan, by
the national banks of the country

through the twelve reserve banks.
No depletion in the amount of cur-
rency actually needed for the busi-
ness of the' land would be involved by
adoption of the plan, however.
Against the J150.000.000 of gold re-
leased by withdrawal of the green-
backs, there would be issued J375.000,-
000 of federal reserve notes.

An act of Congress would be neces-
sary to put the proposal into effect.
A joint committee representing the
bunking interests wa* named at to-
day’s conference to frame a hill for
presentation to Congress at this ses-
sion. i

Cleveland Leader
January 20, 1916
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STOCKS

Waiting on Congress

\nd lhe Size'Uf the Proposed
* Government Loan.

Clews Says It Could Be Put
at Thirty Billions

Without Equaling a Ratio To Wealth
Already Assumed By Great
Britain.

gPKriAl. r>ISFATrH TO TOTKKXQUBEK

New York, April 1.— A debt of $30,-
000,000,000 could be assumed by this
country, Henry Clews says in his finan-
cial letter, before it reached the same
ratio as Great Britain as to the na-
tion’s wealth. lie concludes his review
of conditions as follows:

“Stock Exchange activity has been
more or less restricted pending the
opening; of the special session of Con-
gress on Monday. The most impor-
tant factor in security markets at the
moment is the prospect of a big Gov-
ernment loan. The Government has al-
ready announced an issue of $50,000,000
Treasury notes for temporary pur-
poses and may duplicate this transac-.
tion, while rumor intimates that Con-
gress will authorize a permanent loan
of $1,000,000,000, as mentioned above, pos-
sibly on a 3 per cent basis.

There is no doubt about the success of
such a loan. The credit of the United

tates to-day 1- higher than that of any
ther nation and we arc in a marvelous-
ly strong position for borrowing. Our
national debt is only about $1,000,000,000, or

.one third of what it was after the Civil

W ar, and this country could issue over
$30,000,000,000 of bonds before its debt
reached the same ratio between debt and
wealtH as Great Britain. The latter’s
debt before the war was about $3,500,000,-
000 and to-day 1is about $17,000,000,000 or
over.

Our bank resources are in splendid con-
dition. being reported by the Comptroller
of the Currency at $16,0C0,000.000. an
amount $210,000,000 greater in th* reserve
cities than ever in their history. .

Foreign borrowings are still a feature
In this market, and the continued.heavy
drain upon capital fpr war purposes is
destined to have a restraining effect up »i
ordinary industrial and commercial en-
terprise.

Federal Reserve Bank of St. Louis

The situation tor American railroads,
though somewhat complex, is slpwly im -
proving. Earnings on the principle roads
for the second week of March were 11 per
cent greater than a year ag< This is not
sufficient consh*ering the heavy increases
which the roads must meet for wages,
coal and materials in general, plus the
pressing demand for increased facilities.
Applications for advances in freight rates
have been made by both the Eastern and
W estern Lines. U ltim ately these will
probably be granted, although ample
time will be allowed by the Interstate
Cbmmerce Commission to consider the
protests from shippers, which are sure to

arise. The railroads in this instance,
however, have such strong claims, based
upon justice and necessity, that JKfcblic
opinion will support their requests.

The'future of tho market is unavoid-
ably uncertain while so many conflicting
and striking influences are at work. W hen
the Easter holidays are over and Congress
has revealed its intentions, we may ex-
pect greater activity.

If it had not been for our inventions
of the submarine and aeroplane, which
Germany seized and improved upon for
her own use, we would not now be on the
verge of war. as the former is her most
deadly weapon.

W hile the European nations are fighting
ing to the death, ~ailing for all their re-
sources in men, munitions and money,
Germany must concentrate all her forces
againgt the allied armies, therefore, could
not now invade our country, but this
does not prevent her from a vigorous
use of submarines in our waters.

This weapon is, therefore, the one that
we must fight and the only way to do
it is to lose no time in commandeering
all the machinery in thi$ country adapted
for making parts of submarines and aero-
planes and work night and day until we
have at least 000 to LIMODof the most up-
to-date machines—that would do to com-
mence with, together with additional
quick-firing, small fighting craft.

If we are to be involved in the war
our objectShould be to fight the subma-
rines with all the force, skill and deter-
mination that the American people are
capable of; in other words, wipe all the
enemy submarines off the Atlantic Ocean.
W ith that accomplished the war would
soon end. and after that neither Ger-
many nor any other nation will have
the audacity or means in men or re-
sources to make any kind of war againsl
the United States for some years to
come.

Great Britain Is really fighting our
battle'against Germany by locking up ail
her fighting ships. | suggested in many-
public speeches over 18 months ago that
we ought to build -from 50 to 1«KX> sub-
marines and aeroplanes as speedily as
possible./ If we had done that our nation
would now be free from apprehension of
a war with Germany, and they would not
have dared to take their present attitude
against this country, making it necessaiy
for us to fight or be humiliated.

ncin::* nquirer
oril 1,,17



Denies City
W Choice of
Clearings Make Record. supplied with loanable funds. Clear-
B an k B 0 a rd Record figures are being made in ing figures In the same cities for the
clearings. Money rate* remain wun- first fifteen days in April are as fol-

changed, and banks are plentifully lows.
e CiNCINNAtE oot e t 73 IMS 6(* 00 . t JHJIM.r00.00  14,1"
Shift from Cleveland Prevented Sleveland %EOND  aEo  fonfinm 585%
) Pittsburg 1329938 917S2AG225./% i
by More Than Attorney’s BEZSWD < 175/383 44.1%
33020449 63129820 1891%

Ruling Officer Asserts.
Total ...WM.3M.9W.eJ W?7J.469.86J 35 J90.»22.132.6] W .«*

The wheat crop in the district
looks good. A great deal of tobacco adopted a plan, effective June 1B,

BOARD NEVER DECLARED ITSELF probably will be put in. The price of whereby each federal reserve bank
ii o' this commodity Is advancing rapidly. will clear at par from |Its member
banks all checks drawn on all mem -

[Special Telegram to The Gazette Times.1 Clevelamis F@bral Re%r\/e ber banks, whether in its own dis-

WASHINGTON, April 17.—Assistant trict or other districts. All checks

Bank to Be CI%ril’g HOUSE drawn on nonmember banks wilt also

be accepted at par when such checks
WASHINGTON, Apr!l 30.—Cleve can be collected by the federal re-
serve banks at par.

Secretary Allen of the Federal Reserve
Board tonight said there was no au-
thority for a rumor that a majority of

the board members had virtually de- land's federal reserve bank will soon
L . This innovation is expected to in-
icided to change the headquarters bank 1 act as clearing house for all the : -

crease the importance and wutility of

for the Fourth district from Cleve- member hanks of the Cleveland re- ;. Cleveland and other reserve
land to Pittsburgh, and that such a serve district. Charles S. Hamlin, banks. It will probably necessitate,
change was halted only by the opinion governor of the federal reserve board, moreover, an expansion of the various
of the Attorney General who ruled that today announced that the board has office forces.
the board had no such authority.

“This Is a rumor and nothing else."”

said Mr. Allen. “No one knows what
the board thinks of this matter or
what it would do It It had the author- Cleveland. Leader

ity to make a change as the board has -
never taken action on this proposition !lay la 1916

nor have the members declared them -
selves in discussing it.”

W hile Representative Robert F. Hop-
wood of Uniontown said today he
might call a conference of representa-
tives from W estern Pennsylvania to
discuss the advisability of an amend-
ment to the Federal Reserve law under
which such a change could be made,
the impression is that such an amend-
ment would have a slim chance of get-
ting through Congress.

Secretary McAdoo, former A ssistant
Secretary and now Governor of the
Reserve Board Charles S. Hamlin and
Controller of the Currency John Skel-
ton W illiams all opposed Pittsburgh
when the reserve bank cities were be-
ing selected.

Pitsburg Gazette Times
April 18. 1316
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NATIONAL BANKS OPERATE
UNDER ADVERSE CONDITIONS

NOW GETTING RID OF THEIR U. S. BONDS AND
REDUCING CIRCULATION UNDER
NEW SYSTEM

Have Sold $27,000,000 V. S. Bonds Since March, 1915—
Reduced Circulation $17,000,000 in Two Months—
Reserve Bfwtifes Invested Heavily Because
of Money Conditions—Decrease

in Number During Year
\ .-

The great increase in the resources of the national
banks, which the Comptroller of the Currency emphasizes
in connection with his recent report has occurred, it would
appear, not by reason of Governmental influence, but in
spite of It, After comparing favorably the aggregate re-
sources of our national banks with the largest central in-
stitutions of the world, and noting incidental changes in
the various items, the Comptroller reaches the crux of
the national bank situation when he shows that their hold-
ings of United States bonds, on March 7 last, decreased
$20,000,000 as compared with December 81, 1915, and
$27,000,000 compared with March 4, 1915, and that the
circulation of national banks, which stands now at $695,-
000,000, decreased $17,000,000 iij a little over two months.

The Comptroller seeks to explain this by pointing out j
that the Federal Reserve banks have been increasing their |
holdings of Government bonds in the meantime. That is
just it. The Federal Reserve banks, by law, are forced
to take over a certain amount of the United States bonds
each year, while the national banks are taking advantage
very readily of the opportunity of getting “out from un-
der” their bond secured circulation. To the Federal Re-
serve banks is gradually being shifted the burden of pro-
tecting the Government issues, which the national bank-
ing law laid upon the national banks more than fifty
years ago.

It is true the Federal Reserve banks have invested in
United States bonds considerably in excess of the statu-
tory $25,000,000 a year called for, but this is due largely

Wall

to the fact that they have been forced to find an outlet
for the investment of their funds. At the present time
they own $15,000,000 of United States bonds, and have
bought $35,000,000 of municipal warrants. Bills dis-
counted and bought amount to $66,000,000, but only $22,-
000,000 of this represents bills discounted for member
banks. In other words, at a more active time in the
money market, the reserve banks will not absorb the
United States bonds to a greater extent than they have to.

There is no getting away from the fact that the na-
tional banks have been working against adverse conditions,
and, it would appear, particularly within the last few
years. Going back a little further than the Comptroller's
present review, we find that the national banks have got-
ten rid of about $40,000,000 of United States bonds since
October 21, '1913, or just before the passage of the Fed-
eral Reserve act.

The total circulation of national banks on March 7
indicated a continuation of the steady decline since the
high-water mark of their circulation on October 21, 1913
(if the temporary issue of emergency currency in 1914 be
omitted), the aggregate decrease amounting to $32,000,000.
In fact, in point of circulation, the standing of national
banks is carried back to September 1. 1911.

An extraordinary feature of the March 7 report is a
decrease of 13 in the number of national banks with an
increase of only $700,000 in capitalization in twelve
months. The Comptroller attempts to explain this as due
to the liquidation of a number of national banks for th«
purpose of consolidating with other national banks. The
fact remains that it is nothing more than a climax to the
decreasing number of national banks organized in recent
years. For some years after the passage of’the Financial
act of March 14, 1900, the average increase In the number
of national banks was at the rate of about one a day, but
after 1907 the movement fell off and has been accentuated
lately.

The following table shows the yearly increases in the
number of national banks and the increased capitalization
on the dates given:

New Banks Increased Capital
March 7, 1916 . *13 $700,000
March 4, 1915. ... 106 10.100,000
March 4, 1914.... 53 4,200,000
April 4, 85 16,140,000
April 18, 1912.... 139 24,550,000
eDecrease. )

Street Journal

ipril 29, 1916
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EXCHANGE

FEDERAL RESERVE
V11ECK COLLECTION'S

IReserve Board in Circular to Reserve Banks Lays Down
General Rules, but Leaves Details to Banks—
In Operation June 15

W ashington—The Federal Reserve Board has mailed
to the Federal reserve banks for distribution to all their
member banks its circular announcing a plan for country-
wide check clearing and collection. The salient points of
the circular are as follows:

The Federal Reserve Board, acting under the authority
lof the Federal Reserve Act, has designated the Federal
Reserve banks to act as clearing houses for the clearing
and collection of checks for their members. In doing this
the Federal Reserve Board has laid down certain gen-
eral principles but has left it for the executive officers
of the Federal Reserve banks to work out the details.

The beard evidently recognizes the. immense amount
of detail work that must be done in order to put such a
vast machinery into smooth operation, and has set the
time for beginning the operation of the system as June 15.
The important features of the plan are:

(1) The Federal Reserve banks will accept at par all
checks from member banks whether drawn against other
member banks, non-member banks, or private banks. An
exception, however, is made at the outset in the case of
checks drawn against ntfn-member banks which cannot
be collected at par.

(2) AIll checks thus received from member banks
will be given immediate credit entry, although amounts
thus credited will not be counted as reserves, nor become
available until collected.

(3) In order to enable member banks to know how
soon checks sent in for collection will be available either
ias reserves or for payment of check? drawn against them,
time schedules, giving the minimum time for collection,
will be furnished by ejich Federal reserve bank to its mem-
ber banks.

(4) The actual cost, without profit, of the clearing
and collection of check? will be paid by the Federal reserve
banks and assessed against the member banks in proportion
to their sendings.

(5) The whole plan is based on generally accepted
principles under which clearin'? and collection plans have
long been operated.

A Federal reserve bank will not debit a member bank’s
reserve account with items forwarded to it for collection
until the remittance of the member bank, in payment of
such items shall have had time to reach the Federal reserve
bank. -

Wall Street Journal
May 1, 1916
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SAYS STATE BANKS
SHOULD JOIN RESERVE

FESTUS J. WADE, OF ST. LOUIS,
REPLIES TO E. C. McDOUGAL.

President of Mercantile Trust Com-
pany Declares Buffalo Banker Has
Not Cited One Fundamental Rea-
son—Denies Political Interference—
Is Opposed to Elimination of Sec-
retary and Comptroller from Re-
serve Board.

F. J. Wade, president of the Mercantile
Trust Co. of St. Louis, has contributed an
article to the May issue of the "Journal”
of the American Bankers' Association
In which he replies to the statements made
In a previous number of the publication by
Klllott C. McDougal. president of the Bank
of Buffalo, who advanced ,reasons why
State banks do not join the Federal re-
serve system. The chief objection \jited
by Mr. McDougal was "political interfer-
ence,” and he urged the elimination of th*

«Secretary of the Treasury and the Comp-
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troller of Currency from the Federal Re-
serve Board.

Mr. Wade takes up alltfthe points m?de
by Mr. McDougal and. concludes with (he
assertion that the Buffalo banker’s article
“Is absolutely devoid of one fundamental
reason why any State bank or trust com-
pany should fail to join."

‘The Mercantile Trust Company in St
Louis,” says" Mr. Wade, "has been a mem-
ber of the Federal Reserve Bank of St.
Louis since the day of its establishment.
I have never seen the slightest indication
of politics being played by the Federal Re-

serve Board at Washington, and the
charge is wunjust, un-American and un-
manly; To my notion, it would be ex-

tremely unfortunate, unwise and unmerited
to eliminate by amendment the Secretary
of the Treasury and the Comptroller of
the Currency from office on the Federal
Reserve Board. X

"The Secretary of the Treasury Is now
and always has been in absolute touch
with the financial requirements of the na-
tion, and during the panics of 1893, 1903,
1907 and 1911, had it not been for the
prompt and forceful action of the Secre-
taries of the Treasury during the periods
named, disaster would have followed in

Nev York Journal

May 5,
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those years. Point out a banker In the
United States to-day who will have the
teqieritjr to suggest, then prove, that had
It not been for the courageous manner in
which'the present Secretary of the Treas-
ury met the situation this country was
confronted with commencing on the fourth
day of August, 1914, and continuing the

ance of that year, when he permitted

be issued under the Aldricli-Vreeland
BUI more than $375,000,000 of Aldrich-Vree-

land notes, there would have been disas-
ter. To whom were these notes issued?
To the bankers. Why? Because they
urgently pleaded with him to do so, from
the Middle West, from the Pacific Coast,
from the North and South and from the
Bast; it was a universal demand of the
bankers all over the nation. Was that
politics?

"The Comptroller of the Currency Is the
tredit man of all member banks™ of the
Federal reserve banking system. By law
his office is empowered to investigate and
examine every member bank ip e Fed-
eral reserve system. He kncr]s, as re-
flected by the statements filed Ibis office
throu_gh his various bank examiners, the
condifion of every member bank in the
Federal reserve system. He knows from
those statements to whom credit may justly
be extended. He knows the strong, clean
banker, the weak banker, the Treckless
banker. How can anyone assume to have
a pel-fect Federal reserve bankmg system
which should not have on the Federal Re-
serve Board the Comptroller of the Cur-
rency,. who has direct supervision of all
member banks? _ Wheref does the politics
come in? _Point it out!

"Again it is stated: ‘Abolish the Federal
reserve agent.’ To do this would be a
stupendous mistake. The Federal reserve
agent is the representative of the Federal
Reserve Board. He is in absolute touch
with the Federal reserve bank of which he
Is the agent, and the Federal Reserve
Board at ashington ought to and should
have, aud | am happy to say now, has by
statute, a man which 'it appoints in each of
the twelve Federal reserve banks, to see
that the Federal reserve law s strictly
observed. The abolition of his office would
only be a weakness of the Federal reserve
system. .

"For more than twenty-five years both
of the great political parties have endeav-
ored to formulate monetary laws that
would meet the needs of the  nation. The
Federal reserve system is the result of
most exhaustive research by Congressional
committees and by committees of the
American Bankers’ "Association. It is not
complete In all Its ramifications and detail,
but it is the best monetary law, it is the
best financial system put on the statute
books In the history of this Government.
Why criticise it? hy try to tear it to

ieces? Where is the red tape? Is the red
ape imagined or real? Is the weakness of
the system imaginary or real? Those of

us who are member” banks believe in its
practical -operation against any theory or
criticism advanced against ft

“It_is stated: ‘The collection system of
the Federal Reserve banks is not a suc-
cess and cannot be a success until membﬁ
banks are obliged to remit at par
checks upon themselves." The answer to
that criticism is that ‘Rome was not built
In a day.” The law makes ample provision
for development of the collection system
of the Federal reserve banks, and 'those
of us who are member banks are aware
of the fact that the collection system is
being greatly expanded under the Federal
reserve law, and that the system is even
now profitable to every member bank in
the Federal reserve system.”

of Commerce

—_—



COST OF RESERVE SYSTEM
TO THE COUNTRY BANKER

HIS LOSS OF INTEREST ON RESERVE AND CAPI-
TAL SUBSCRIPTION, AS WELL AS COSTLIER
EXAMINATIONS

Difficulty of Doing Business Compared With Xational Bank-
ing Law—A Bank Having Resources of $3,000,000
Cannot Do Business With Only $80,000
With, Reserve Agents—Banker's
Yearly Losses

Bankers all over the country continue to complain of
the heavier expenses which they are being subjected
to under the new system, and particularly in re-
spect of the greater cost of bank examinations. It is im-
vossible to refer to the specific complaints in detail, but
all bear the same tenor.

Few of the bankers naturally wish to have their
names mentioned in recpect of their individual experience,
but here is a letter from a country banker in Ohio which
appears to express the general sentiment in regard 19
the difficulties of doing business under the new require
ments of the banking law. It is a point of view \vh:cli
is causing some dissatisfaction in the ranks of the smaller
national banks and, taken in conjunction with the attitude
of the Comptroller, is operating to keep the stale
institutions from coming into the system. This banker
writes in substance as follows:

“Permit me to state without fear of contradiction that
the Federal Reserve System, to a country bank, with
$200,000 capita]™ is a very expensive proposition. Under
the National Bank Act, country hanks were required to
carry a reserve of 159r of their deposits, three-fifths of
the 159r with Reserve Agents, and two-fifths in the bank
in cash and vault.

"A bank with $2,000,000 deposits, under the National
Bank Act, would have a reserve of $300,000 and three
fifths of the 15% to be kept with Reserve Agents amount-
ing to $180,000. The balance of the 15%, the two-fifth*,
or $120,000 to be in bank—not locked up in the vault,
but ‘in bank’—and useable all the time, with a reduction
of our redemption fund, which is on deposit with the
Treasurer of the United States, and available at all times
by the Department.

“It requires $150,000 to $180,000 reserve account to
handle comfortably the transactions and transfers of a
bank of $3,000,000 resources, and an active officer of any
bank the size as indicated above would not feel comforta-
ble unless his reserves would total as above. But now
comes the Federal Reserve System and says: ‘You may
keep with Reserve Agents four-twelfths, or $80,000.” The
bank above indicated cannot do business with so small a
reserve account as $80,000. The Federal Reserve System
not allowing the country bank to carry funds with Re-
serve Agents, the country bank necessarily has to reduce
its Reserve Agents’ account four-twelfths, or $80,000 aft-
er May 16, and place it with the Federal Reserve Bank,
and without interest.

“In addition, a stock subscription is required and a j
cash outlay of $12,750, and no revenue up to date.

“Therefore, a bank with $2007000 capital under the
Federal Reserve System, as compared with the National
Bank Act, must deposit without interest, and out of its
loanable funds for its community:

With Federal Reserve BanK...... $80,000
Stock SUDBSCrIption . 12.750
TOtAl oo e $92,750

“Aside from withdrawing the funds, there is the loss
of revenue, at least at 39c, or $2,782.50 per year.

“The examiner’s fees for country banks have increased
more than 2009c, which should be added to the loss of
revAue.

“Possibly there may come a time when all the ma-
chinery of twelve reverse banks may be needed, but are
we not paying very dearly for the protection? Why not
have one central bank, and cut out the enormous overhead
of so many organizations? That is what the hard-headed
business man would do.”

Sail Street Journal
‘my 16, 1916
K
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FEDERAL ADVISORY COUNCIL
MEETS IN WASHINGTON

THIS BODY TO ACT AS AN INTERMEDIARY BE-
TWEEN BANKS AND THE FEDERAL
RESERVE BOARD

Submitted Six Recommendations as a Result of Meeting
Held Last November— Would Abolish Office of Comp-
troller of the Currency— Rumored That
Influences Are Everted to Have
This Reconsidered

This week members of the Federal Advisory Council
hold their second meeting of the year at Washington. The
members of this council are selected by each Federal re-
serve bank and must meet at least four times each year at
W ashington. The council is meant Vo act as a go-between,
between the banks and the Federal Reserve Board, and
can call for certain information and make recommenda-
tions.

The meeting of the advisory council in Washington last
November was the most important one held so far in re-
spect of the recommendations made. The council offered
six separate recommendations, some of which have since
received serious consideration and are in a few instances the
subject of amendments to existing statutes. The first rec-
ommendation of the council on that occasion was “that
the work of the office of the Comptroller of the Currency
be absorbed and administrated by the Federal Reserve
Board.”

It is said an effort may be made at the meeting this
week to have the council rescind its former action recom-
mending the abolition of the office of the Comptroller of
the Currency. Whatever influences may be brought to bear
in this regard, it is hardly likely that the council will
stultify itself on this point since the re:ommendation was
carried by eight to three at the November meeting. Tne
majority feel now, as they felt ther., that the Comptroller’s
office is made superfluous by the Federal Reserve Act,
which has brought the national banks under the control of
the Federal Reserve Board.

That the advisory council is by no means a useless
body is judged by the substance of its other findings. At
the November meeting, besides the abolition of the comp-
troller's office, it recommended an amendment to the Fed-
eral Reserve Act relating to loans on farm lands, to the
effect that such loans might be made within one hundred
miles from the office of the bank. This, in effect, was one
of the amendments to the Federal Reserve Law recom-
mended by the Reserve Board and now before Congress.

The council recommended also an amendment to the
Clayton, Law, to permit joint-stock ownership by national
banks of banks organized to do business in foreign coun-
tries through branches established therein. And it like-
wise suggested the establishment of local branches by na-
tional banks within the city limits. These are also em-
bodied in the proposed amendments to the Federal Reserve
Law indorsed by the Board.

That the paid-in capital of the Federal Reserve Banks
be reduced to two-thirds of the present amount, leaving the
subscribed capital and double liability unchanged, was
also recommended by the co’incil in November. At the
February meeting, however, tne council reconsidered this
suggestion of the reduction of stock and advised that for
the present no reduction should be urged. But only a
minority report was presented. Perhaps it is now hoped
that the council may be induced to take similar corrective
action in regard to the Comptroller of the Currency on
the dresent occasion.

.all Street Journal
May 17, 1316
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ossure adeouate supplp of available the Federal Reserve Banks do not

funds to meet legitimate business re- pay any lInterest on reserve deposits,
quirements, and the processes for se- thus causing loss of revenues to the

curing these notes are in daily opera- members. The answer to this is that
tion, so that should occasion arise

an interest bearing deposit is not re-
for emergency currency, there would serve for the reason that it must be
be instantaneous supply. Every bank loaned to earn the interest naid. and

havine demand deposits is necessar- when money is loaned it is not avail-
ily interested in this condition, and able for immediate demands. Out of
. should be in position to take ad- this "reserve at interest” have arisen
rl OuntIES Of vantage of it. practically all of our

financial dls
- A The member Banks of the Federal turbances of recent years, which have
IfelyuaKJ Ot Represent' R S . h th i no doubt cost our business inter j
H - eserve ystem ave e positive
/ed in fie System

i i X ! ests many times the income from the |
right of rediscounting, by which, out

X accounts. Sound banking principles
of their own resources, they can meet . “ " ;
i require “reserve” to be in actual cash
RE IREMENT IVEN any wunexpected withdrawals or wun- R .
available for wuse without forewarn-
usual demands for loans. They do in v
not, as formerly, have to arrange a g-

- - X N . X The Federal Reserve Act provided
Local |nst|tut|0ns Should loan or a line of discounts with their

a reduction in the reserve ot country

Become Members Of city correspondents, either of which banks from 15 per cent to 12 per cent

!'may be upset by those correspond- . .
. . on demand deposits. This apparent-
Na‘“onal Board ents being themselves confronted by

L . . . ly meets the objection to loss of in-
conditions causing withholding fur-

th p t i A terest on reserves. Under the nation-
er advancements or ceasing 0 .
. . . . al bank act a bank havin 100,000
Of the fifty-six counties in that part make additional loans. The Federal A ; v 8 ;

X . . . deposits might keep 9 per cent with
of Kentucky included in the district Reserve Board and the several Fed-

reserve agents, which at 2 per cent
served by the Federa.l Recerve Bank j eral Reserve Banks have constantly yielded $180. Under the Federal Re-
of Cleveland, there are twenty-one Zne:IinStusdIboeutf/\/l);enenr:eear:z:dbatsksm ::z serve Act, the $3,000 released from re-
counties in which there are no nation- g

| quired reserve, would vyield at 6 per
the Reserve Banks as simple and ex-

cent an income of the same amount.
al banks, members of the Federal Re- peditious as is consistent with good

ithi i The reduction of reserve required
lerve system . W'th'n_ this parl_ _Of banking and sound credits. W hatever against time deposits to 5 e? cent
Kentucky there are eighty localities uncertainties or defects in the Act Ig . d P bp d
(cities and towns) having banking have become apparent, proper recom - also 1Is a Va"_1§960U5 to members, an
facilities not represented in the Fed- mendations have been made to con- releases additional funds for loans or
eral Reserve Bank by members, out gress for amendment, and the con- investments. .
of 126 counties in which banks are stant effort of the Board and the The Federal Reserve Act enab'es
situated. Thus it appears that, for Banks is to make our financial sys- state banks to become member banks
the eastern half of Kentucky, the pro-

of the Federal Reserve Bank of the

tem the best and strongest in the . . . .
9 ! district upon the following conditions:

visions of the Federal Reserve Act, in world, useful to the smallest as well

regard to membership in the system as the largest bank, and helpful to . 1. They must have pa'd'v'" capital
of state banks, and trust companies, the business needs of our great coun- n am.ount equal to. that _requlred» for
are matters ot vital concern and wor- . a national bank in their locations,
thy of most serious attention and con- try.

viz., $25,000 in towns ot 3,000 or less,
$50,000 for 6,000 or less population,
$100,000 for cities of less than 50,-

From the practical and scientific
viewpoints, there seems to be no pos-
sible reason for a commercial bank

sideration bv the bankers and busi-
ness men of the wvarious counties,
particularly those not having national

000 and $200,000 for cities exceeding
failin or hesitatin to become a :
banks, at least six of which are quite memk?er bank or pgerhaps it may be 50,000 population. .
important counties, as far as. agricul- b d’ n " N They must comply with reserve
ture and commerce are concerned etter state to say that a suc requirements of Federal Reserve Act,
. N )

If the Federa.l Reserve System, as ?anks Sh_OUId be members. Even tere and conform to laws as to national
has been stated by many noted finan- it questionable that the Federal Re- banks respecting limitation of liabil-
ciers and economists, is the best sdeerr:/des Bzr;lr(]slhwel_lrl ::_rdn ':n(::a;)’at)all dﬁ':;_ ity to be incurred by any person, the

u i id i i . X ;
financial structure ever offered to they should become an expense to prohibition against purchasing or
this nation, and 4f it affords suitable K . loaning of their stock, impairment of

N X members. It Is the duty of fair-minded capital ayment of nearned divi
relief from the Ills of the past, as in- pital, pay u wi-

state bankers to help carry the load d
ends, etc.
tended by the framers ofVhe act and for the "benefits which would accrue

0 _ 3. They must submit to examina-
those persons charged with the man from the system should stringency, .. : g
agement of the banks, then it be- A Th p ) A b Ltions and regulations prescribed by

arise. ere does not seem to e a
hooves both banks and the people to doubt that in d i the Bank the Federal Reserve Board. The reg-
ou a in ue ime e anks . .
give it the full measure of support R - . ulations of the Board concerning ad-
and confidence which it merits. If it V\{”I pa;f dl\;ldends, even in hnor.madl mission of state banks to membership
be good for national banks to be- times, or the operations authorize authorized satisfactory examinations
b law in overnment bonds, munici- . .
come members, as required by the Act. pil Wa”angts and  discounts arising by state authority, where there s
js it not equally beneficial for state . ! . a separate banking department, to be
o i jgut of exports and imports, assure con- ted
banks to join as permitted by the stantly increasing earnings and an aecepted.
Act’ If business and agriculture are open discount market wo)rld-wide It would seem that there is no ob-
offered security and facilities by the hich is bei d | d ; \ stacle in the way of the progressive
Federal Reserve System not other- which Is being developed, njesents op- state banker obtaining for his insti-
ortunities for wonderful revenues to . : .
wise accessible, are state banks prop- ?he Federal Reserve Banks— all not tution and for his community the se-
erly performing their powers in fail- taki int id ti th curity atod benefits of this great sys-
akin into consideration e use . . .
ing to become members or in fact 9 tem . thus giving his depositors safety

even considering such action? member banks may make or their against currency shortage, and afford-

Everyone is agreed that the Feder- Federal Re_serve Banks when loan- ing hU borrowers the full extent of
al Reserve system affords insurance af?lé funds in the country a.re not suf- their legitimate demands. Patriotism
against money ofr currency panics, icient to meet local requirements. ,as well as consideration of safety,
such as all of us can remember as An objection to the Federal Reserve would suggest that It is the duty of
occurring in the near opast 1914, System, voiced by some persons, eyvery sound bank to consider very
1SV07. 1893- The provisions of the which appears to be a disadvantage seriously the desirability of member-
Act concerning Federal Reserve notes to member banks, is the fact that

ship in the system.
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RESERVE BANKS
+VIJAL TO STATE

Counties of
fcntucky Not Represent-
ed in the Svstem

REQUIREMENTS GIVEN

Local Institutions Should
Become Members of
National Board

A number of so-called country bank-
ers have voiced more or less complaint
against the contemplated par collection
of checks as provided in the circular of
the Federal Reserve Board recently is-
sued. The criticiam has been mainly due
to the loss of profits from exchange
charges, and the change of methods and
practices which have been existing for
about twenty-five years.

The prospective loss of their usual ex-
change charges has elicited considerable
protest from some of the country bank-
ers, probably without any thought as to
the reason or desirability for the parring
cf checks. They do not seem to consider
that in charging exchange they are dis-
counting tho obligations of their banks
to repay depositors* funds without de-
duction.

The banker In soliciting business vir-
tually says to his depositor: " | offer you
my facilities for the safe keeping of your
funds with the security which you may
feel by virtue of your confidence In the
management of my institution, together
w*th the amount of its capital stock. |
agree to maintain against your deposit
tho reserve legally required, and to re-
pay your deposit upon demand. I ex-
pect to make use of your funds by loan-
ing them (except the reserve), the in-
come thus derived being my compensa-
tion for the services and facilities of this
Lank.**

He does not usually say, but he should

eay: "If your deposit with me Justifies
the transaction by reason of the earn-
l«iffs which | am enabled to make. | will

make rem*tva»ice of funds for you any-
where v itfcout cost, but unless your ac-
count is profitable to me I can not per-
mit you merely to use this bank as a
medium of shipment of funds without
expense to you, and if you send your
check on this bank to a point where it
will mean cost to me to effect settle-
ment, then that cost must be borne by
you.'*

The I1deal banking condition is one in
which remittance outside of a defined
radius from a given locality should bej
by bank draft rather than personal check, J
bo that the tank which makes the draft j
can provide funds at the place of settle-J
rnent. at least by the time of the pre-
s.illation there of the draft, and not be
subjected to meeting unexpected items
from various places, and providing set-
tlement afterwards.

This promiscuous use ot personal
checks throughout the country has caused
enormous “float** of checks In transit in
the mails about which so much has been
said and written. Competent authorities
estimate the amount of the “float" at
from three hundred to five hundred mil-*
lion dollars per day. This means actual
redaction of loanable funds to that enor-
mous amount. If this “float** can be re-
duced by one-half, as it should be under
the direct routing of checks and their
charge and credit In centralized clear-
ing houses, the possible earnings on the
amount released will be largely in ex-
cess of the most flagrant percentage of
exchange.

The country banker who charges ex-
change must know that this charge is
borne by some one. In some Instances
this Is reflected right to his own de-
positor, who suffers increased prices be-
cause his checks are known to be worth
less than par. In a large number ol
cases the banker bears it himself by
maintaining large balances with corre-
spondents which should be earning more
interest than they command. In other
cases he meets It by payments of like
charges to other banks upon which he
has forwarded items.

There can be no question of the uni-
versal deslro in this country, strongly
evidenced prior to the passage of the
Federal Reserve Act. for the elimination
of exchange and the universal parring of
A>ecks, on account of their use in so
srear. a portion of the business of the
country. It is estimated that approxi-
mately 91 per cent of settlements is made
by checks, and that these settlements
should be tven partially subject to ille-
gitimate deduction has long been a m at-
ter of complaint in the business world.
The process for the settlement of bal-

ces arising through check collections,
as contemplated by the Federal Reserve
Board, will probably be as simple as can
be made, looking to the convenience of
the bankers interested, provided they
enter into the plan with a desire to its
satisfactory working. It must be condi-
tioned upon realised settlement because
it is absurd to ask the Federal Reserve
Bank to use its funds, reserve funds, to
carry the enormous float, and thus ab-
solutely wipe out its power to meet emer-
gencies, the fundamental purpose of these
hanks. The deferring of charges, that
is charging the banks upon which drawn
after the Items are received by it and
sufficient time has elapsed for it to re-
mit funds, and the credit of items re-
mitted to the Federal Reserve Bank aft-
er the Federal Reserve Bank has had
the necessary time to collect the items
forwarded seem to be the only practicable
solution.

The reasonable, conscientious banker
who has the proper interest in the prog-
ress of business and the scientific con-
duct of business relations is going to
undertake the new order of handling
checks with the idea of working out the

betterment of banking facilities. It is
not safe or good any longer for the
banker to say. “I will not be a party to

a scheme which seems to be against my
interests nor do anything to further it,
no matter how great the general bene-
fits.” By assuming an attitude of hearty
co-operation, it is generally believed by
thoughtful persons that the banker will
within a short space of time find that he
is enabled to make more in earnings for
his bank than he thought was possible
before adopting such course.



U. S. RESERVE BANK GIVES
CITY FINANCIAL PRESTIGE

Lending Power of Cleveland Institution is Now $15,000,-
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000 Greater Than Any Currency Emerg-
ency Here Ever Demanded.

t "l 'h at ths Cleve-
land as a financial center baa
been fixed by the selection of

*hls city as the

of the twelve

Importance ol

location of one
regional banks la the
epinion of conservative financiers.
This, it la pointed out, is particu-
larly true in view of the faot that the
Federal Reserve bank of Cleveland
la now third in slie of capitalization
*nd fourth la total amount of mem -
ber bank deposits.
The Federal
Cleveland la In

Reserve bank of

reality a bankers’

bank; Its depositors are the 759
banka holding national charters In
the” fourth federal reserve 'dlstrlet

and such state banking Institutions

as make application

membership.

and qualify for
At present there la Just
bank, tho Guardian Trust
& Savings bank of Toledo, which Is a
duly Qualified member of the Federal
Reserve bank here, bringing the total
number of depositors to 760. All
bank3 In this district are elig-
ible to become member banks of the
bank

The fourth federal reserve district,
of which the Sixth City Is the finan-
cial metropolis,

one state

state

reserve here.

territorially
of Ohio, the

Includes

the whole state eastern

portion of Kentucky, the panhandle
of West Virginia and the western
portion of Pennsylvania.

To understand the organization of

the reserve bank here, It must be
borne In mind that -each member
bank has subscribed to the capital

stock of the Federal Reserve bank to
the extent of 6 per cent, of the
tal stock and

capi-

surplus of the member

bank in question. The capitalization
of the reserve bank at the present
time Is $12,000,000, of which $0,000,-

000 has already been paid In.

The purpose of the reserve bank is
fourfold: First, to

provide the con-
centration of all the financial re-
serves of the district in which the

regional bank is located, Second, to

ay 23,

1916

furnish an elastlo currency by the Is-j
suance of federal notea. Third, to af-
ford rediscounting
mercial papers.
more

a means of com -
Fourth, to provide a
effective supervision of the!

member banks.
The federal reserve notes referred

to are Issued by the regional bank to

Its member banks against redis-
counted commercial paper at face
value. Until this rediscounted paper

la paid off, the reserve bank must

carry a 40 per cent, gold reserve.

Tlie total gold holdings of the Fed-

eral Reserve bank and the Federal
Reserve agent here at thi3 time |Is
about $32,000,000. This figure ap-
plies until May 10 of this year, when
the member banks will make their
next deposits. The deposits of the
member banks are now more than
526,000,000.

The marvelous strength and po-
tential assisting power of the Federal
bank of Cleveland is
trated by the fact that the present
lending power of the Institution Is be-
tween $40,000,000 and $45,000,000, or
$15,000,000 more than has even been
required in any
in this district.

“By reason of the establishment of
the Federal banks,” said
David C. Wills, Federal Reserve bank
agent here, recently, “there can never

Reserve Illus-

currency emergency

Reserve

be a recurrence of a currency panic
such as this country experienced in
1893 and 1907.” - . .

Xne executive otnces or INO ireaerai
Reserve bank of Cleveland are lo-

cated on the second floor of the W il-
liamson building; the money and
tellers” departments surround the en-
trance to the vaults on the low&r floor
while the transit and mailing depart-
ments are on the fourth floor of that
building.


http://ta.ni

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

SYSTEM

For Par Collectios

1 .
In Federal Reserve Districts

To Be Inaugurated July 15.

Local National Banks Are Instructed
How To Clear Items Under
New Regime.

Instructions were received yesterday
by the local national banks from Gov-
ernor E. R. Fancher and Reserve
Agent Willis, of the Cleveland Reserve
Bank, that arrangements have been
completed for the inauguration, on
July 15, of the check collection and
clearing system under the Federal
reserve act. At the close of business
on July 14 the present intra-district
collection system will become in-
operative.

Under the new system, checks and
drafts on all parts of the United
States will be collectible through the
Cleveland bank at par, provided they

are drawn on a member bank or upon
a nonmember bank whose checks can
be collected at pat by the Federal
Reserve Bank. However, no member
bank is obliged to send its items to

Cincinnati

Federal Reserve Bank of St. Louis

ithe Federal Reserve Bank for col-
llection. \t having the option of using
ithe system or collecting them through
‘its present correspondents. '

Items drawn on a member bank will
be forwarded to it by the Federal Re-
serve Bank of the district and it will
be required to remit at par to cover
the amount of such items, either with
items on other banks which “re col-
lectible at par, drsfts on its corre-
spondents, or In lawful money or Fed-
eral resefve notes.

Under the system the Federal Reserve
Bank at Cleveland will receive from its
member banks checks and drafts, payable
on presentation, drawn either on member
banks of this city or any other Federal
reserve district or any Federal Reserve
Bank; or on nonmember banks located
in any of the 12 Federal reserve cities
which can be collected through the clear-
ing house of those cities, or on all other
nonmember banks which can be collected
at par. A list of such nonmember banks
is provided.

The system will discourage the indi-
rect routing of items. In order to reduce
time and expense of collection arrange-
ments for sending checks and drafts di-
rect to the bank on which drawn, if that
{bank is located in D istrict No. 4, or
direct to the Federal Reserve Bank of
any other district in which items may
be payable, will be encouraged, whenever
the volume of stich Items warrants thia
course and time may be saved thereby.

A service charge of cents per item,
to be made by the depositing bank, has
been fixed for District No. 4 No service
charge will be made on items payable in
Cleveland.

Penalties are to be provided if a mem-
ber bank permits its average available
balance on the Cleveland bank's book- to
become less than the required monthly
average reserve.

Th* new system has been worked out
after a lone period of study, but is sub-
ject to future charges as experience dic-
tates. The member banks arc ijrsed to
gile the new system their fullest co-
operation

Znquirer



Brashear

MONEY PANIC
IMPOSSIBLE,

SAYS HAMLIN

*
[E— 1

Federal Reserve Board Gov-1
1ernor Talks on Currency
: Bill Before Credit Men.

COMMITTEES REPORT

plan, was led by J. W. Chilton of St.
Louis, Mo.

One of the features of the reports of

icommittees was that of banking and

“l believe that under our new cur- currency read by H. H. Merrick of
rency system there will never be an- IChicago, 111. The report summarized
other panic In the United States,” said )the trade relations of the United States
Charl s H i fw hi tand stated that the balance of trade
u aries . amiin o ashington, I for this country for M arch alone
governor of the Federal Reserve amounted to $196,000,000 and that for
Board, in an address delivered at the the nine months ending M arch 31 to
morning session of the National- As- 1$1,491,000,000. The report said:

Lo . Our holdings of old coin and
sociation of Credit Men In the ball, bullion are over $2,300,000.000, _this
room of the W illiam Penn Hotel yes- | upply having been augmented since

1 3aSw&y*" :“IftC Sy over” $300,000,000
terday. . from foreign countries a.one, and

Gov. Hamlin recounted briefly the ac- . we have loaned abroad to the extent

. . | of about $1,250,000,000.
complishments of the new banking and | It is estimated that by August 1
currency bill. He declared that under, | the German national debt will be
) . ' $12 250,000,000, or $188.46 per caplta |
that act the country’s business was i Great Britain’s national debt WiIll

i d f dati d ! be $14,500,000,000 or $314 ercaP‘‘a-
glven a sounder foundation »an a new and the French debt will be $14,500,-
impetus, and that the Integrity of com - 000 000 or $368 per capita; making a >

. . . grand total of $41,250,000,000. These
mercial relations had been materially A . "
figures presage the foreign economic
strengthened. More than 1,500 delegates conditions we may expect to prevail
L d h . at the close of the European war.
are now'in attendance at the convention . should peace be in sight at an.
of oredit men.

Charles D. Joyce of Philadelphia, Pa., Urge Revision of Bank Laws.
first vice president of the association, President H. G. Moore proposed that ;
presided at the morning session. The- R. Salisbury of Minneapolis, Minn. j
. i . . be made a member of the honorary
invocation was delivered by Rabbi A. H. advisory board in recognition of his
Silver of W heeling, W. Va., who came nine years’ service as an officer of the |
to the convention Yyesterday morningj association. In that time, it was
with a delegation from W heeling. state.d, Mr..Sallsbu_ry had ser\{ed as:

R president, vice president and director. |
Ovation for Dr. Brashear. The proposition was unanimously ,
Dr. John A. Brashear received an ova- ,
adopted. .
tion when he was introduced as "“the The convention passed a resolution
man whom the universities of the world urging the revision of the savings and

. . private bank laws in the states where
delight to honor, who has r»ecewed m-ore( the depositors are not protected. The
honors than any other man in the United , giscussion on the resolution was the
States, and who was properly designated ~ case of the Pittsburgh Bank for Sav-
1'Pennsylvania’s foremost citizen.”” The lings. in which the savings of 12,000
iconvention arose, cheered as Dr.1
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tion,"

business that has not its human
side of warm th

read

stepped forward.
“W hen you go out from
he

this conven-

concluded, after telling of the

iwork at the Allegheny Observatory and
in the public schools of the city, g0 out
to bring

sunshine into the world. The 7

side, its j

and affection, is worm - ,

less.” |

F. B. Atwood of Minneapolis. Minn., j

chairman of th© membership comm ittee, *

the report of that com mittee and)
H. P. Gaunce of Seattle, W ash., deliv-
ered an address on "Commercial Mortal-
ity, Its Cause and Prevention,” follow -
ing an open forum on the previous com -
mittee report and resolutions.

Trade Relations Summarized. !

D. !s. Sawyer read the report of the '
committee on credit exchange bu-
reau and the discussion, which cen-

tered about the central credit exchange

Pittsburg Gazette Times
June 1916

school children were jeopardized by
the insolvency of the institution.
Lavish words of praise were used to
describe the generosity of H. C. Frick,
whr, it was stated, had conserved the
confldence of the younger generation
in the general integrity of financial in-

stitutions.

Banking System Praised.
Ham lin
the morning

Gov. was the last speaker at

session. In his address on
banking and currency development in
this country, Gov. Hamlin said:

It pleases me to come to this won-
derful city of this wonderful com-
monwealth. If I should tell you of
the great assistance that has been
given to the Federal Reserve Board
by your great organization it would
require two or three hours. The
work you have done along the line
Ot trade acceptance has been of in-
calculable benefit to the people of the
United States. This association has
been alw_ays with us, ready to give
their advice and help every since the
establishment of the federal reserve
system . Recently it gave me great
delight to walk in the preparedness
parade in W ashington, in which over
60 000 persons participated and which
Was headed by the President of the
United States. It is marvelous to
behold the feeling for military pre-
paredness for defense. On December
23, 18X3. Congress gave us complete
financial preparedness. We see the
federal reserve system established
to meet the demands of every situa-
tion that can possibly arise. Today
we have a banking system ready to
meet any possible stringency in our
business situation.

In the time of great prosperity we
must become conservative and look
into the problems of the future. We
must take care of those situations
w hich are likely to arise following
a great industrial and commercial
period of activity. We feel that
w hatever problem may arise we will
be able to adjust our financial sys-
tem that it will take care of the
devious troubles that may beset us
when the present prosperity has a
tendency to relax. During the period
of the operation of the act we have
yet to record a single case in which
a rederal reserve bank has asked for
a re-dlscount from another bank ot
the system.

Believes Panics

We have
which can
presented
fidence. We
ple of the
tion of the

Impossible.

now an elastic
take care of
it with surety
have satisfied
world that every
United States can

currency
the cases
and con-
the peo-
obliga-
be ful-

to

W hen the
bankers came
see whether or not we
rinaitinn to n&y to them
tions they had hardly
they discovered that that was not
{hlfr problem, but that the Problem
was—how they were going to m et
th™ir obligations to the United
States' 1 believe that under our new
currency system we can never have
a oanic in the United States.

It is unpatriotic for state
not to come In the system. It
unpatriotic as if the militia of the

mP.r.i .titf! refused to respond to
the military necessities of the United
States. - 1

commission
to us from

of ,orelgn
abroad to
were in a
our obllga-
landed before

banks
is M
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Acceptance Directory

MEMBER BANKS Or FEDERAL RE-
SERVE SY8TEM WHICH ACCEPT DRAFTS
IN IMPORT AND EXPORT TRANSAC-
X}\I%I\IIESS AND BUY AND SELL ACCEPT.

American Exchange National Bank
'-N B.-oadwa- jv,.w vork

Atlantic National Bank
SOT Broidnijr New York

Bank of New York

48 W all Street N tir

York

Citizens Central

National Bank
3ao0 Broadway

New York

Irvin? National Bank

Woolworth RatldInir New York

Mechanics & M>tals National
20 Najianu Street

Bank
New York

National Bank of Commerce
31 Nnimar. St cet New York

National City Bank

55 W all Street New York

Philadelphia Nartional
Philadelphia Nat.

Bank
Rank Bid*. Phlla.

TRUST COMPANIES AND STATE
BANKS WHICH BTTY AND SELL AC-
CEPTANCES. AND ACCEPT IN DOMESTIC

AS WELL AS IMPORT AND EXPORT
TRANSACTIONS.

Bankers Trust Company
10 W all Street New York

July

1916

Broadway Trust Company
MKMBKR FKDKRAI. RESERVESYSTEM
Woolworth Dnildlas New Vork

Columbia Trust Company
60 Broadway New Y'ork

Equitable Trust Company
37 W all Street Nerr York

Guaranty Trust Company
110 nroadnaT New York

PRIVATE BANKING HOTTSES WHICH
ACCEPT DRAFTS IN IMPORT AND EX-
PORT TRANSACTIONS:

Brown Brothers & Co.
50 Wall Street New York

International

Banking Corporation
(O Wall Street

New York

DEALERS WHO BTTY AND SELL AC-
CEPTANCES:

Bernhard, Scholle & Co
14 W all

Street New York
Curtis & Sander

4> W all Street New York
Mann, Bill & Co.

7 Wall Street IMeW York
National City Co.

153 W all Street New York

F. S. Smithers & Co.

I'> Nac««wa Street New York



KNOWLEDGE

Of Reserve Plan

Imperfect Among Bank-
ers, Rich Declares.

Views of Financiers
Analyzed By Governor.

Are

Result of Poll Shows Friends
of System Are Increasing.

Holland Says Head of Minneapolis
District Made First Careful
Survey of Replies.

IPBCIAL mHPATCIfc TO THI KfQGIVBX.

New York, August 4.—Charles H. Sabtn,
President of the largest of American
trust institutions and one of the younger
generation of bankers, is perhaps as well
informed respecting conditions in other
lands as is any other American banker,
with the exception, possibly, of J. P.
Morgan.

The address recently delivered by Mr.
Sabin, in which he predicted that other
nations would, after the close of the war,
be compelled to turn to the United States
for commodities*, thereby assuring a con-
tinued heavy export trade, has been
widely commented upon. The view has
not been accepted by all of the leaders,
for there has been apprehension that
America would be made the dumping
ground for foreign commodities after the
war is ended. Mr. Sabin has intimate
knowledge of conditions in China, which
his institution is preparing to aid, and
also in Russia. He looks for a very
great trade with the United States by

Russia after the close of the European
war.

Cincinnalti

Sought Views on Reserve.

Another service which Mr. Sabin re-
cently has performed has perhaps at-
tracted less attention than did his speed*
in the Northwest. For it was he who,
President of a state-chartered bank in-
stitution as he is, undertook to get the
view of American bankers respecting the
Federal reserve banking system.

In reply to inquiries which he sent the
bankers many letters were received by
him, but there has been no careful analy-
sis of these replied until one was made
this morning by John H. Rich, Chair-
man of the Federal Reserve Bank of the
*?InthwDistrict, of which Minneapolis is
fthe center.

The relation of the Federal reserve
system to American business Interests
and the highly important relation which
this system will bear to those interests
after the war is ended makes Mr. Rich’s
analysis all the more valuable.

It appears to Mr. Rich that mar.y hasty
conclusions have followed the canvas,
made by Mr. Sabin of the sentiment of
the banks of the country with respect to
the Federal reserve system. Some who
are, or profefcs to be, of good authority,
have discovered in the canvass state-
ments which should give the Federal Re-
serve Board serious concern because im-
portant defects in the law and in the
mechanism of the Federal Reserve Banks
are discovered.

Many Results Escaped View.

Nevertheless, in Mr. Rich’s view, some
of the most curious and significant re-

sults of the canvass havs escaped the
observation of the critics.

In the United States there are 26,000
banks, but of this number only 7,600
are national banks and members of the
reserve system. The public has not
realized in what a proportionately
small part of the total number of banks
in the United States the Federal re-
serve system has gained a foothold.

Of the banks that replied to Mr. Sa-
bin's inquiry, there were in number
5.344, or only about one fifth- of the en-

tire number in the country. The op-
eration of the Federal reserve system
was favorably commented upon by
1,760 of the banks, but 1,811 expressed
no opinion. Nearly 7 per cent of the
banks of the country made critical re-
plies to Mr. Sabln's inquiries, and of
this number 1,080 banks were member
banks and 685 were non-member
banks.

Discounts Were Satisfactory.

During the 14 months of the opera-
tion of the Federal Reserve Banks a
little more than two thousand dis-
counted nearly a hundred and eight-
three millions of commercial paper and

inquirer
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a little over twenty millions of agri-
cultural paper, and every one of the
banks reported that these transactions
were entirely satisfactory.

Mr. Rich thinks that it may be
reasonably presumed that all the banks
that are dissatisfied—some of them be-
cause of the adjustment of the Federal
reserve district, some on account of
par collection of checks—are to be in-
cluded in the list of those who object
to the system, but as the objections'
they make have nothing to do with the
reserve system as a banking mechan-
ism, the opinion expressed by these ob-
jectors has little more significance than
can be attached to a straw vote. -«

Thirty-three member and 243 non-mem-
ber banks regard the rediscounting
privilege as no value, and yet the Fed-
eral reserve system has for one of itij
fundamental principles the establishing
of banks of rediscount for the purpose
of offering support to the banking' fab-
ric of the country by providing a
market for bank paper in times of
emergency. The canvass madej»y Mr.
gabin is, in Mr. Rich’ view, very sig
nificant on account of the misconcep
tion which atill prevsiis among som-
bankers and the imperfect understand
Ing of the system.

Many Members Enthusiastic.

Nevertheless a large proportion of th*
members banks, are not only friendly ti-
the system, but many of them are be
coming enthusiastic over it. Some of the
banks which have objected are managed
by officers who have given only super-
ficial study to the new law and have
taken little pains to familiarize them-
selves with the operation of the Federal
Reserve Banks.

Mr. Rich says that bankers should seek
carefully to inform themselves of the
mechanism of the Federal Reserve Banks
and the operation of the system. Bank-
ing opinion is necessarily and justifiably
conservative. Many bankers have be-
come accustomed to the old system which

was _in operation for nearly 50 yearn
and for that reason certain practlces had

become so firmly established as to be re-
garded as unwritten law. There is too
much tendency to compare the new sys-
tem with the old for the sake of criti-
cism. Mr. Rich’s experience as Chair-
man of the reserve bank at Minneapolis,
whose influence reaches far into the
Northwest, leads him to believe that
sneedily criticism will end and that the

objectors of to-day will become the
friends of to-morrow

The Federal Reserve Bank* are still
new They have been In operation for a

year and a half, and for that reason it
seems unfair to criticize a system that
has so far had no good opportunity to
show what it can do in a crisis. The Fed
eral reserve system has been established
sO that it may be made possible to face
and overcome crises, for instance, like the
one of 1907. Another year in operation
mav clearlv. demonstrate to the banks
Of the wunited State, the _advantage"” of
which many ankers are fiow convinced.

Holttand
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BANKER INDORSES
FEDERt| RESERVE

Works
Out to Advantage of Bankers
as Well as Public.

New Financial System

Net Increase of Bank Profits in
Columbus Shown to Be
$90,000 a Year. [ |

"At the Inception of the federal re-
serve act, passed some two years age,
I was somewhat concerned as to the
effect this act would have on the earn-
ings of national banks,” remarked the
head of one of the largest nafonal
banking institutions in this part of the
country yesterday.

“This view was sha'-ed by many of
the most thoughtful and careful bank-
They

the federal reserve alJt would prove of

ers everywnere. realized that

the jfrentest value to the public at
large in more stable rates for money,
in tho

ability of tho small borrower

to secure money on a par with the

largest ones, and the fact that the
act virtually insured the country
against future monetary panic. In view

of the practical workings of the act

itself and the many advantages it has
;brought to the public it has been ac-
.ceptcd by the people at large as a re-
markable piece of constructive legisla-
tion.

“Bankers, however, have been slower
to accept the new condition as they
have come into daily contact with the
different jjrovl'iions of the ieueral re-
serve act. and many of them have re-

served thei- cp'nion as to its direct
effect on ban’-i K profits wuntil they
could be shown. Ir. view oi this it 1
interest*nsj to consider the situation

in Columbus ;is shewn by thi last pub-
lic statements of the national banks
here.
Showing for Columbus Sank*.

"Under ihj former pation/U banking
act all national institutions *n this city
were required to carry a lejf.Pl reserve
of 25 per ccnt of their depo fits. The
amount of It-serve required under thej

Ohio State Journal

new act, hjv.c'er, was lowered "o ID
per cent. At tho time of tho last call
by the comptroller of the currency tho
combined legil reserve of all national
jbanks in Columbus was |IT per -.ent,
iwhich was above the legal reserve
act, but a decrease of 8 per cent from
the amount that it was necssa.'y to

carry wunder ihe former law Eight
per cent of the $"5,900,000 national
bank deposits in this city amounts to
$2,5C0,000. It is safe to assume that

this entire amount has. been converted
into loans at 5 per cent. Probably
ohe-half of th'S amount, or $1,400,000,
has been loaned irora the vault re-
serve; the income on same at 5 per
cent would be $"0,000. The other $1,-
[400,000 was probably carried with re-
!serve national banks outside of Colum -
bus, on which, the banks of this city
received interest at 2 per cent, giving
them a profit of 2 per cent, or $42,000,
making a total j.rofit on tne $2,500,000
of $112.0°0.

“The banks of Columbus, however,
carry an aggregate balance in the fed-
eral reserve bank of Cleveland of about
$1,150,000, on which it is proper to al-
low 2 per cent, or $23,000, which should
be deducted from the $112,000 profits
above, mentioned. These balances with
the federal reserve bank do not draw
interest, but without the federal re-
serve system they would have to be
maintained elsewhere and would be
bearing interest of not to exceed 2 per
.cent, so it appears that the national
[hanks of Columbus are profiting by
jlhe difference between $112,000 income
and the $23,000 they lose by maintain-
ing these balances without interest in
Ithe federal reserve bank of Cleveland,

Banks’ Net Profit $90,000.

"This leaves a net increase in profit
to the banks of this city of approxi-
m ately $90,000 annually on account of
the greater freedom they have In us*
ng their assets, as permitted by the
federal reserve system. The commerce
and industry of Columbus have also
nearly $3,000,000 more loans at their
disposal.

«'Bankers properly feel that they are
entitled to an income of at least 5 per
cent on the amount of their capital in-
vested in the stock of the federal re-
serve bank, but, inasmuch as the re-
serve bank at Cleveland is now earn-
ing this dividend, and this is becoming
largely true throughout the country,
that m atter can be dismissed. of
course, it is now and was formerly nec-

essary for banks to carry balances
which do not count as reserve, in or-
der to make collections, but there is
now no necessity for carrying larger
balances than when the act was
nassed. In fact, the constant broaden-
ing of the collection system recently
inaugurated by the federal reserve
hanks will result in a gradual decrease
in such balances in other national

banks and materially lessen the cost
of check collections to both the banks
and public.”

— Columbus

August 1916



. . Since last reporj, and are now about
to notice any particularly marked one-lialf of 1 per cent, lower. Money

WNEY PLENTIFUL change in the more important industries seems to be In generis supply, and
of this section.” Building and engineer- in but few localiUes is tho demand
N ) A sufficient to meet the approval of t.ie
ing operations In New England continue

banks. Labor continues well em -
to show a considerable increase over! ployed. Fall business to a large ex-
tent aepends upon the

results of th»

. crops, and In this district, when *the
fenauress «nrtl !a,;es nﬂfslastissf!afc»mry from prices are considered, the farmers
the standpoint of the employer should receive a satisfactory return.

) Labor of practically SU kinds s W'”':m tMCSct'LMa'nm‘ Fl‘?d“tﬂ' ge-
. . serve gent, . Louis, asserts ne dm-

Officers of Federal Reserve SEANSE (3R, gsmecially ls o vrrifiBtent mlbu“og 0{ A'I"emha”.dise‘t bOL}iF r‘]NhIOIGE

reports of the arbitrary manner in sale an retail, remains at a nhig eve

Banks ThI’OUghOUt COUﬂtry which employes are making demands throughout the .entire district, and
and regulating their own hours are be- adds’ MNSales and collections continue

i ine heard on every hand. Tnia naa satisfactory and increases are Isever-

Te” Of Prosperlty made manufacturers cautious ally reported. The outlook for Fall
tending their business unduly lest tne> business in all lines seems to be en

be wunable to keep or secure engJ|{{ tlirely favonable. In general It may

help to carry out their High pe said_ that the usual seasonab_le lull

SAY LABOR IS RESTLESS wages are causing much shliungot in business has been less noticeable
employes from one place to another. this year than for a number of years

P . past. A month ago labor conditions

Report From Philadelphia. in this district were believed to be sat-

Readjustment of Commodity Prices Richard L. AusUn, Federal Reserve isfactory. Since that time the unrest
o o Agent. Philadeiphia, says that "com. 3 peleeblerin he Esiein sections

Has Resulte In More Whole- mercial and industrial conditions have to this district. Local strikes have

some Business Relations. shown NO essential change during re- become more frequent, and the situa-

cent weeks, operations being main- tion cannot oe said to be without its
tained at as 1ligh a rate as the hot problemn.x . .
. weather and shortage of labor and ma- Pew Skip* on the Pacific.
o fficers of Federal Reserve banks, . . ; . .

. L . . terials will permit. Raw m aterials are John Perrin, Federal Reserve A*ent,
expressing opinions on business condi- San Francisco, reports that business on
tions, note without exception that the L. ! p'

. . the Pacific Coast is hampered only by
money supply is entirely adequate to . . . X
. in6h°arle0OsdM 8 iaw yer FedlIr® "efterv. scarcity of ships. He says: . s
finance the crop movement and other . " M . . A

X Km m s City, states that con Tt)c status of lumbering is unsatis-
business demands of the Fa.II. Some of tinued high temperatures, with almos factory and shows little change during
them believe that a readjustment of the last month, though reports Indi-
many commodity prI.Ses has r?sulted_ fn terferied with* the previou” favorabk cate some tendency toward Increased
more wholesome business-relations with- d . . .

. o . emand and slightly firmer prices. Due
out impairing prosperity. Labor Is a to lack of bottoms, foreign shipments,
subject uppermost in the minds of many which absorbed about Ho per cent, of
of them, without any particular refer- Colorado, and W yommg some iinprov the lumber output before the war have
ence to the railroad labor dispute. In lar'telv IceaSEd.I dT'he hgfhea_tld_ac“V”y
scores of legalities and in scores of fV 0? the6serious . previously reporied in shipbuilding con-

. . ) dition of the controvers etween rail tinues without abatement.
trades it appears, from their experience, I\ F. Ramsey, Federal Reserve
labor is restless and insistent op a con- b ar " tAh”CMh Dtaltlhas‘d'stta'tets that “banks

; R yment bu s Yeport that tnert roughou e district are experiencing
stantly .Increasm.g proporUon of the man are manV places open, but that labor is a good demand and are getting read*
ufacturing profits. From the South re- scarce 'Retail business shows a gain handle the crop movement. At this rea-
ports of damage to cotton are emphatic. forJuly of 18 Per cent over the fan* son, of course, deposits are greatly re-

Pierre Jay, federal Reserve Agent month last year, and a.galn or, P duced. ~Loans of this bank havQ in-
! ! i creased some ¥000.000 within the Inst
cent, for the period from Jan. I. . v
New York, says that the course of ) ) . month. The first evidences of the Fall
business has been steadier and less un- Situation l'aehanged In Cleveland. -rop movement have Ueeil shown thi3
certain since the reaction in commodity D. C. Wills, Federal Reserve Agent, ast week when this bank made ship-
mnente of approximately a million dol-
prides a few months ago, and adds: Cleveland, reports that “ changes re- ars to Interior banks. Business condl-
The general industrial situation is specting business and aSrlclr A a . iongl_on Itlhe bordder are said t(ly fg;‘f ex-
practically unchanged. Textile mills, in ditlons arc few compared with .thirty freo”o;)"snzta){ior?gg at°t”hosaec°p°0“i2ts Lsthox
particular, are working to capacity. Bav ago. The financial sltuaUon and conditions are satisfactory and statu-,
Shoe factories have been very busy, de- money rates are unchanged. A large tics show less unemployment in the dls
spite the recent increase In the cost of volume of business is being handled by  trict and better wages obtaining than
any Ume since the beginning of the
footwear- Jewelry manufacturers an- the banks.. In one or two centres of

ticipate a brisk Fall trade. Wool and * EEd°vard T"Brown. Deputy Chairman
wool products are in good demand. br?skdldemundh*or A of the board, Atlanta, asserts: — While
Provisions command firm prices. Col lh-ere/ IfS\?h dISp?tsmon o ke atb“tler
. - view /o e cotton crop prospects, tne
lections are better, and It is believed ST® W ggtSShtS rain/ following the Juiy stoims have
will be generally satisfactory as the prevented the crops from recover.r.g
” lost feround. Some improvement ts
season a_dvances' . shown in northern Alabama, Georgia,
Frederic H. Curtiss, Federal Reserve district is the labor pitlem . »atn« a and M ississippi. In the southern part
Agent, Boston, asserts that " there are Ior:’)“:neatdeirsi;rlic(}a;]h:geb(’lllnw'le'z\i]irl\egssezaijhi;}

$o many dllff_erent and unusual factors RUmbBers from tI*_ Suutn._ Kewerv< 1Crop is very good and fruiting we*l-
vhich all' lines of business durln( C Caldwell ~ Hardy. Fefleral Reserve
days have to coi : A R N X R Agent, Richmond, expresses the opinion
. . HAY HTH a s - n o n a rier ;that “ general business is much, above
“CUIaTtJ* "UUI mmllllng Iu_ labor an_d the average, reports on conditions oOre
the high cost of raw material, that it uncertain and those manu- cheerful, and the outlook for the future
is rather difficult from month to month raciurins centres quietl Jepuetti lregarded at least with .complacency.Jjg

Rates have shown a downward trend

New York Times

September 1* 1916
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NEW SOUTH AKRO
10 BE QP
FOR BUSINESS SOON

Hrst Meeting of Stockholders
of Rubber City Savings
Bank Held Saturday.

NEW BUILDING IS
NOW BEING PLANNED

Reported Option Has Been*
Secured on Good Site iIn
South Akron.

The first meeting -was held Sat-*4
urday of stockholders and directors
of the Rubber City Savings hank
swhich will open for business about.
September 30, at 1133 S. Main st.i
This bank has been organized by
manufacturers and merchants of
South Akron, headed by Mr. H. S.
Firestone, president of the Fire-
stone Tire and Rubber company.

All of the stockholders and di-
rectors have long been affiliated

with the industrial growtn oi t3«
southside, and this important s-.ept
in its development has been takca
after realizing the needs for added
banking facilities in this district.

Prominent among the organizers
are H. S. Firestone. Jacob Pfeiffer,
J. M. Beck, Ben Campbell, H. G.
Haun, H. B. Sperry, W. H. Stoner,
John Kn”pp, W. L. Kile, A. J.
Saalfield and others.

The following directors wer»
elected at a meeting held Saturday,
Sept. 23: H. S. Firestone, Jacoo
pfeiffer, J. M. Beck, J. G. Robert-,
son, L. B. Walters.

The officers are: H. S. Fire-
stone, president: J. G. Robertson,
vice-president; L. B. W alters, sec-
retary and treasurer.

The active management of tu*
bank will he in charge of Mr. L.
B. W alters, formerly of the Lnioa
INational bank and the Federal Re-
lserve bank of Cleveland. He joina
the Akron banking circles with a
large experience of commercial
banking in all its phases, and bad
brought with him Mr. Alexander C.
Warady, who will take »
the Foreign Department of this IN-
8titution. Mr. William P. Cum*
mins, formerly of the Cuyah"6”
Falls Savings bank, has also joined

tUTemporary quarters of the bank
have been established at Ilio
Main st., and it is said an optic*
has been secured on a good sUe m
South Akron which they exPe«m
purchase for a permanent ban*
building. When completed it wilt
be in harmony with the most up-
to-date bank buildings in this se.

tion of Ohio.

September 1916
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$60,000,000 IN RESERVES
PAYABLE NOVEMBER 16

COUNTRY BANKS AND RESERVE CITYI BANKS
MUST THEN MAKE LAST MINIMUM PAY-
MENT TO REGIONAL BANKS

Interior to Raise Portion of Reserve Kept With Regional
Bank From i-12 to 5-12ths, Reserve City Banks
From 5-15 to 6-15ths— No Further Change
Until November 10, 1917— What
th°. Amended Law Provides

On November 16 another payment of reserve is due
from member banks, outside of central reserve cities, to
the Federal Reserve Banks. In the case of the country
banks, the additional reserve bank payment will be one-
twelfth, raising the portion of the reserve to be held in
the Federal Reserve banks from four-twelfths to five-
twelfths. In the case of the reserve city banks, the por-
tion of reserve to be held in the Federal
will be raised on November 16 from five-fifteenths to six-
fifleenths. About $60,000,000 will thus be paid in. No
change takes place in regard to the member banks in cen-
tral reserve cities whose reserve requirements were ad-
justed permanently on the inaugration of the system on
November 16, 1914.

W ith the additional payments to he made by the coun-
try banks and the reserve city banks next month it should
be noted that no more payments are required to be made
into the Federal Reserve banks before the three years
period expires from the date of the inauguration of the
system. Nor will their valut reserves be changed so that
for twelve months after November 16, next, no change
will have to be made in the distribution of member bank
reserves in vaults, reserve’banks or reserve deposits else-
where.

At present the country banks hold five-twelths of
their reserve in their own vaults and the reserve city
banks six-fifteenths in their own vaults. On November
16, 1917, the minimum vault reserve in the case of the
country banks is reduced to four-twelfths and the reserve
city banks to five-fifteenths. On that date those institu-
tions will no longer be able to count deposits with reserve

Tall

Reserve banks .

mresent time to $500,000,000 or $600,000,000.

agents in other cities as part of their reserve. That por-
tion must be distributed either in their valuts or in the
reserve bank. That data will mark the consummation of
one of the aims of the Federa Reserve law, namely, to do
away with the present system whereby reserves are main-
tained in distant cities, and concentrate reserve funds in
the different districts.

The amendment to the Federal Reserve Act of Sep-
tember 7. last, made an important change in respect of the
disposition of the bank reserves whereby member banks
may be permitted to carry in the Federal Reserve banks
of their respective districts any portion of their reserves
now required to be held in their own vaults.

This authority conferred upon the Federal Reserve
Board by the amendment s of vital importance and is re-
garded as an effective means whereby a proper control
might be exercised over our gold supply in the future. It
is a provision which the Federal Reserve Board is hope-
fully counting upon to this end. The matter was touched
upon by both Paul M. Warburg and A. C. Miller, mem-
bers of the Federal Reserve Board, in recent addresses at
bankers’ conventions.

In this connection Mr. Miller said: “I therefore re-
gard the recent amendment to the reserve act allowing
the member banks to increase their reserve deposits with
their reserve banks, without limitation or restriction ex-
cept such as their own judgment of their interests and
necessities may impose, as one of the most important steps
that could have been taken in the further development of
the Federal Reserve system. It provides a simple, direct
ar>d natural way of strengthening the reserve banks a.
that becomes necessary, and forestalls any occasion for
resort to alternative methods of doubtful expediency.”

Mr. Miller estimated that, to face a gold export move-
ment after the. war, it would be necessary to bring up the
free gold holdings of the Federal Reserve banks at the
In other
words they require an additional $400,000,000 to fill out.
The national banks today have cash holdings of over
$750,000,000. If the whole burden' of supplying the re-
quired $400,000,000 fell on the present membership of the
system the banks would still have over $350,000,000 of till
money. , . ]
“If the shifting of Cash,” Mr. Miller said, ““would be m
promoted by a change in the form of yourcondition state- t
ment which would show your cash in vault and in the Fed- !
eral Reserve Bank as one item, | see no good reason why i
this should not be done and could not be done.” This is j
the system followed by the European banks, especially the
English joint stock banks.

street Journal

October 27, 1913
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Today the Federal Reserve banks celebrate their sec-
ond anniversary. Born during one of the darkest periods
in the world’s financial history, the Federal Reserve sys-
tem has nevertheless been afforded a wonderful oppor-
tunity for establishing itself. It has been developed under
singularly advantageous monetary conditions, and there
has never been a time when the required payments by the
member banks have occasioned the least sacrifice or dis-
turbance in the money market. On this occasion the
banks outside of central reserve cities will make their last
compulsory payment of reserve into the regional insti-
tutions, thus adding about .$60,000,000 to the latter’
deposits.

As yet the reserve banks have naturally had little
opportunity of imparting any considerable benefit to the
individual banks in the way of rediscounting. There has
been no call for such operations, except in scattered in-
stances and in the rather gratuitous solicitude for the cot-
ton interests' of the southern reserve districts. At the
present time there is the insignificant amount of $16,-
,500,000 of commercial paper behind the Federal Reserve
notes, put up by only five of the reserve banks, namely,
S3,620,000 at Richmond, $3,521,000 at Atlanta, $5,346,000
at St. Louis, $2,406,000 at Dallas and $1,640,000 at Kansas
City. The remainder of the $247,873,000 of outstanding
notes are secured by gold in the possession of the twelve
agents.

The individual banks may be said, however, to have
derived a direct benefit from the past two years’ opera-
tions in respect of having found an opportunity to divest
themselves of some of their bond secured circulation. The
reserve institutions have invested $38,800,000 in United
States bonds and $11,300,000 in the converted one-year
Treasury notes. All of this has improved the market for
Government bonds since the humiliating experience of the
summer of 1913.

As regards the general public, there can be no ques-
tion of the far-reaching advantages derived from the new
banking machinery. The country-wide check collection
system, although still in its infancy, has overcome the
first great traditional obstacles, and its daily progress
leaves it merely'a question of'time when the system will
be in general use. Through the inter-district settlement
process, too, an effective means has been afforded of dis-
tributing funds more equitably throughout the country,
although the return of more normal money conditions may
not insure the same success.

Aside from bringing the state banking institutions
into the system, one important step still remains for the
Federal Reserve authorities to accomplish. This is, to
bring about a better concentration of gold into the re-
serve banks, and this should be effected before peace
comes. The Reserve Board is fully alive to the pending
urgency, and has recommended an amendment to the law
to this end, through the issuance of notes directly against
the deposit of gold. But Congress has obstructed the pro-
posed protective measure on the theory that it would en-
courage inflation. It is to be hoped that the lawmakers
will take a broader view of this matter.

November 16, 1916
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The First National Bank of Woodlavvn has
been organized, by electing the following offi-
cers and directors: John R. Morrow, presi-
dent of the Continental Trust Co., this city,
president; James A. Lawson, formerly cashier
of The People’s National Bank, Clintonville,
Pa., cashier; H. G. Miller, vice-president;

Who Heads iNew Uank at woodlawn

John Wright, J. C. Collins, C. A. Turkis, J.
F. Campbell, F. A. Hornstein, J. T. Thomas,
J. H. Figley and D. W. McClure, directors,
all of Woodlawn.

The Bank will have a paid-in capital of
$100,000 and a paid-in surplus of $20,000, all
of which has been subscribed principally by
the people of Woodlawn. The first installment
of 50 per cent, of the stock subscriptions has
been called and is now being paid. The bank
has purchased its own building, which is now
being remodeled and when completed will be
one of the most up-to-date banking plants in
Beaver County.

The bank will open for business about
January 1st.

Money and Commaroe
November 1916



“resent Position and Future Devel-
opment of Reserve System

Vn intelligent treatment of this subject seems

to require a brief review of our banking history
AMNuring the past two years and an analysis of pres-
, conditions, out of which reasonable deductions
AANto the future may be based. The fundamental
rinciple of the federal reserve act is the mobil-
:ation, in a scientific and effective manner, of the
ranking reserves of the country, not in one cen-
tril reservoir but in a number of them, distrib-
tid throughout the various sections. This process
la; not yet been fully accomplished, but is ap-
proaching completion. The next installment of
r erves, which is the last that will be obligatory.
1 which will amount to about $60,000,000, will
paid in on November 16. According to the

st recent statement, October 28, 1916, the twelve
leral reserve banks held $407,955,000 in lawful
ney, while the national banks of the reserve

1 central reserve cities on September 12, 1916,

d $515690,000. These last-named institutions

< d $671,768,000 according to the last statement
led before the organization of the federal re-
serve banks. There is. of course, no basis for
nparison between these figures and those ap-
is:able at the present time, owing to the great
«ii ustrial and financial changes which have taken
1 ce during the past two years; and, as bank de-

' >its are subject to the influence of external
1 tnges of various kinds, it is obvious that any

t empt to isolate the effect of the establishment

Finance
Dec. 2.

and $107,216,000 of commercial paper, including
rediscounts for member banks and purchases of
acceptances on the open market, nearly all of
which, under the recent amendment to the federal
reserve act, are available for federal reserve note
issues. The free gold, that is, the amount in ex-
cess of reserves against federal reserve notes
outstanding and against deposits held by the fed-
eral reserve banks, amounts to $231,377,000, so
that the potential note-issuing power of all the
federal reserve banks, based upon the minimum
reserves of 35 per cent and 40 per cent respec-
tively, is today about $578,442,000. This, of
course, presupposes a demand for the notes which
would first be evidenced by the acquisition of
commercial paper to a corresponding degree. Of
the federal reserve notes so far issued, all but
$15,374,000 have a full 100 per cent gold cover in
the hands of federal reserve agents, so that the
comparatively small amount actually outstanding
as federal reserve notes may properly be regarded
as merely an indication of the method through
which currency may be obtained when .desired
from federal reserve banks and is not to be taken
as a measure of the relief that may be supplied
through this means when the machinery of the
system is fully called into play. Experience thus
far, limited though it has been, has shown that
the machinery for the issue of the notes provided
for by the federal reserve banks, can work

» d operation of the federal reserve system uponpromptly and effectively, and there is no reason

these holdings of cash would be useless.
however, say with certainty that there is today
a co-ordinated and efficient system of reserves
available for the ordinary requirements of mem-

W e can,

ber banks, as well as for their necessities in
times of stress. Three years ago there was a very
gt:ieral fear on the part of bankers that the

tr nsfer of reserves would be accompanied with
merious inconvenience and loss, and the manifesta-
n of this apprehension is responsible, no doubt,
fthe gradual rather than immediate transfer of
erves that was provided for in the federal re-
=%rve act. The figures already given show, how-
:r, that no inconvenience or hardship has been
vurred. but that, on the contrary, the strength
of the member banks and the growth of their
deposits and banking power have advanced step by
*Up with the progress and development of the
e leral reserve system. You will note that | have
t said because of the federal reserve system,
hough | might perhaps properly have done so.
E en the most prejudiced critic must admit the
-ordinated growth of the member banks and of
tin federal reserve hanks, and must concede that
the establishment of a great system of mobilized
reserves, amounting at present to $407,955,000,
the actual potential value of which is no longer
en to doubt, has been effected without even a
seeming setback to the member banks out of
whose resources this great reserve has been con-
structed. The foundation of this reserve, with its
assurance of safety to the banks and to the public,
is the first and fundamental achievement of the
i*deral reserve system. It is the point of tan-
H'licy between our new banking system and the
Il-tried systems of other countries, where it
ba:i become possible for us to attain the object
g ago found desirable and necessary by ad-
ced modern nations—the establishment of an
‘Ctive and properly controlled system of credit
ommodation, available for the immediate con-
m sion into cash or credit of short-time paner
a commercial and liquid character—in other
-ds the creation in this country af a broad and
endable discount market.

losely connected with the foregoing is the

_j wvis’on for an elastic note currency. Through
: federal reserve banks there has been provided
adequate method for supplying a circulating
hum of exchange based upon commercial
factions in an amount to be determined bv
volume of business and bv the ahil-

of the banks to supply the requisite

id reserve. There are outstanding $234.-
,vnooo of federal reserve notes, to secure which
t federal reserve agents hold $219,502,000 in

to doubt that whenever it may be called upon to
render extended service in times of stress or
difficulty it w'ill be able immediately to meet the
requirements of those calling for assistance
through the medium of note issues.

Although not yet tw'O years old, the federal re-
serve banks have done much to standardize com
mercial paper in this country. The circulars and
regulations of the Federal Reserve Board have
supplied an authoritative definition of commercial
paper of various kinds which has been lacking in
our banking practice heretofore, while the efforts
of the federal reserve banks to bring about a
larger use of credit statement forms by the mem-
ber banks, and to secure the co-operation of banks
and borrowers in putting their paper into shape
to conform to the regulations of the board, con-
stitute the first organized effort to bring about
uniformity of action and practice in the direction
desired. That the steps already taken are having
an important influence in standardizing methods
of accounting and in bringing about a uniform
understanding of the meaning of various com-
mercial terms, is not, | think, open to question.
Credit must therefore be given to the federal
reserve system for having taken the first prac-
tical step toward bringing about a reform long
desired by financial students and by practical
business men—the standardizing of credit meth-
ods and commercial paper throughout the United
States. The federal reserve system has operated
also toward stability and uniformity in rates of
interest throughout all sections of the country, as
is evident at a glance at a table showing the offi-
cial discount rates in all federal reserve districts.
To what extent the reduction in discount and in-
terest rates that has taken place during the past
two years is due to the establishment of the fed
eral reserve banks, it is, of course, difficult to de-
termine, for the net inflow of gold during that
time has amounted to between $600,000,000 and
$700,000,000. and this large addition to the basic
money of the country has. of course, had a pow-
erful effect upon rates. We have, however, seen
low interest rates in bygone years in certain sec-
tions and on certain classes of paper at times
when other sections and other borrowers were
not included in the scope of the interest reduction.
It may be claimed with confidence that the federal
reserve system has operated toward stabilizing in-
terest rates and toward making them more uni-
form. It is pointed out by economists that the
rate of interest is made up of three distinct ele-
ments : one providing a return for the labor and
amount of investigation involved in analyzing and
consummating any particular operation, or the

DigitiAd doeentificates and coin, and $15,817,000 in com-overhead cost: the second is concerned with the
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remuneration necessary to induce the owners of
capital to part with it, while the third is connected

with the risk involved and' filF'Insurance against
the risk. In general, reduction of interest rates
through the operation of federal reserve banks is
in part a reduction of this last element of cost—
a lowering of the element of risk, as the federal
reserve system has provided a method for the
recognition of unquestionably good paper and for

the adjustment of the rate of interest on such
paper, so that it will more nearly corre-
spond with the actual value of the funds
employed. In other words, methods have

been provided whereby legitimate and conserva-
tive borrowers all over the country can obtain
accommodations at rates approximating a stand-
ard on the kind of paper that they have to offer
and are relieved of the necessity of paying more
in the proportion that they are able to demon-
strate their own responsibility and solvency. The
advantage of this reduction has been most appre-
ciated by the small business man, who in the past
may have been unable to obtain the rate of inter-
est to which the character of his paper, and his
own personal standing, efficiency and general con-
dition of solvency entitled him. Besides meeting
the needs of the general public and of the busi-
ness community, the federal reserve system has
rendered also a direct and important service to the
banks themselves, not only in making it safer for
them to do business, but in actually extending
their field of operations and their avenues for
profit. Three distinct lines of business are now
open to national banks, from which, before the
passage of the federal reserve act, they were ab-
solutely barred. As you are well aware, national
banks are now permitted to do an acceptance
business, making their acceptances either against
transactions involving the importation or expor-
tation of goods, or against certain domestic
transactions, as provided by the federal reserve
act and defined by the regulations of the board.

Then again, wherever not contrary to state law,
national banks may, bv conforming to certain
regulations, exercise fiduciary powers, wliirhi

functions were formerly forbidden them. Finally,
the new law has enalled a large proportion of the
national banks to make loans under safe and con-
servative conditions, upon real estate—not onlj
upon farms, but also for periods not longer than
twelve months, upon other kinds of improved
property.

W hile there are twelve reserve banks, each gov-
erned by its own board of directors, and each an
independent unit, they are all co-ordinated through
the Federal Reserve Board, to which body has
been given extensive powers of supervision. The
banks, though each is independent within its own
district, in the general conduct of its business, are
the component parts of a great system and the
law has provided means for an effective mobiliza-
tion of the resources of all for the relief of any;
and, while it has never yet been necessary for one
federal reserve bank to call upon another to re-
discount paper for it, facilities have been provided
and are ready, so that the strength of the entire
system is available for the support of any par-
ticular district which may at any time experience
a demand that would tax its own resources. The
fact that no such action has been necessary thus
far is strong testimony as to the sound workings
and beneficial influence of the system itself, but it
is worth while to note that machinery for this
kind of relief is always available and in working
order. Without attempting any specific enumera
tion, | will ask you to think of some of the sen-
sational and grave events that have transpired at
various times during the past two years, which
have threatened crises, not only in our relations
with foreign countries, but in our domestic affairs
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as well. Through it all there has been no disturb
ance whatever in our money markets; no abnor-
mal fluctuations in discount rates, and no panicky
conditions. Do you think that before the estab
lishment of the federal reserve system it would
have been possible for our financial community
to have remained unruffled and serene in the face
of such tremendous shocks, or to have under-
t' ken the vast credit operations that have been
engaged in so successfully?

The federal reserve system is already an im-
portant factor in the development of our foreign
trade, and is destined to play a much larger pan
in this particular field. 1 have already made a
brief reference to the acceptance powers of na-
tional banks. The acceptance has long been recog-
nized abroad as a most convenient as well as
essential piece of machinery in carrying on inter-
national transactions, but until recent years its use
in this country was practically unknown. The
national banks and state institutions in some of
the states now have the power to accept, so that
when we contemplate the future development of
the federal reserve system, there is hardly any
banking function that will play a more important
part than the acceptance business.

Figures recently compiled by the board show
that there are now outstanding about $175,000,000
of drafts accepted by American banks and bank-
ers, of which about $100,000,000 have been ac-
cepted by New York banks and bankers. These
acceptances have found a ready sale at low rates
in the open market and about $86,000,000 of them
lire now held by federal reserve banks, having
been taken under regulations issued by the board,
but it must be remembered that the regulations
of the board are necessarily broad in their scope
and are not intended to deal with specific cases.
They are intended to lie permissive within the
limitations defined, but the extent to which fed-
eral reserve banks should invest in any class of
"eligible" paper is a question to be determined as
a matter of policy, in accordance with the chang-
ing position and requirements of the federal re-
serve system as a whole. While tlie federal re-
serve banks have been and doubtless expect to
continue to be liberal purchasers of acceptances,
the directors of these banks are charged under the
law to “administer the affairs of said banks fairly
and impartially and without discrimination in
favor of or against any member bank or banks,
and shall, subject to the provision of law and the
orders of the Federal Reserve Board, extend to
each member bank such discounts, advancements
and accommodations as may be safer and reason-
ably made, with due regard for the claims and de-
mands of other member banks.” They must,
therefore, in view of possible calls upon them,
keep in mind some limitation of their investments
in paper which is not in the highest sense self-
liquidating or is not of an intrinsically liquid char-
acter, however secure and however certain its ulti-
mate paymen”: and while the member banks have
entire freedom of discretion as to transactions in
which thev mav lawfully eniraee and as to invest-
ments which they may legally make, they should
not forget that there are certain kinds of paper
which will always be preferred by federal reserve
banks over other forms of credit, and which can
be negotiated at lower rates.

Wc are no longer a debtor nation. Our current

bligations to Kurope were liquidated many
months ago. We have already absorbed the lar-
ger part of the American securities that were held
in Furope when the war broke out. and our ad-
vances to other countries now exceed $1,900,000.-
000. Furthermore, our exports to foreign nations
are now ill so vast a volume as to render full and
immediate settlement in gold impossible. We are
BRsosbiNg e eIy drenth more than the world's total

RN G el no we are receiving large
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1,212,641.50
13,419,315.64

sums from the hoarded stocks of nations now debt-
ors to us. But even with this, large credits are
necessary to sustain our exports. Through force
of circumstances the United States is now the
world’s banker and must continue to act in that
capacity for a long time to come, and if we make
proper use of our opportunities, we can remain
permanently, at least as one of the bankers of the
world. We must expect to be called upon abroad
to render much of the service that has hitherto
been performed very largely by England in ex-
tending those short term credits which the world
requires in the production and transportation of
all kinds of goods. The nature of the acceptance
business is such that it can best be carried on by
those countries that have the lowest discount rates
and have the freest and most reliable gold
markets. Hitherto the country enjoying these
facilities to the greatest degree has been England,
and partly for that reason and partly because of
her command of the carrying trade, she has been
able practically to monopolize the short credits
which her bankers had handled through the me-
dium of acceptances. While we have an oppor-
tunity now to extend our business with all nations,
including particularly those neutrals whose ac-
customed credit facilities have been cut off or cur-
tailed. the services we render must necessarily re-
dound to our own benefit from a banking stand-
point, not only because the extension of proper
credits is a sound and profitable business, but also
because the establishment of an acceptance market,
made up of traders and bankers from all over
the world, will bring to us a new element of great
strength.

The proper financing of our foreign trade ought
to prove a most efficient means of protection for
us, whenever the golden tide now flowing so
strongly toward our shores begins to ebb and
finally to turn the other way, running out perhaps
so fast as to reveal rocks and shoals whose ex-
istence we had forgotten. Under such circum-
stances, by the simple process of raising our dis-
count rate we should be able to force foreign
debtors to finance themselves elsewhere and to
pay us off. The more the banks begin to partici-
pate in the development of the acceptance market,
the more they will understand it and the more
will grow their habit of purchasing these ac-
ceptances, recognizing in such paper the most
liquid investment for which a broad and depend-
able market at minimum rates may always be ex-
pected, whether they expect to sell in the open
market or to the federal reserve banks. But the
most important feature in the successful develop-
ment of an acceptance market, in fact, a vital prin-
ciple, must be the intrinsic liquidity of the paper
dealt in. It should be plainly understood that an
acceptance transaction is essentially a loan of
credit rather than of money, and it is of the es-
sence of an acceptance in its true sense that the
drawer shall place the funds in the hands of the
acceptor on or before the due date of the ac-
ceptance, so that the acceptor will not be called
upon to use his own fund in paying the maturing
obligation. That is an eventuality which should
arise only in the case of the drawer’s bankruptcy,
and against which the acceptor should be well pro-
tected by the security- taken before the acceptance
is made. In the free and natural development of
a discount market the drawer or endorser of the
acceptance should be the one to rediscount the
paper or to offer it on the market, and it should
not be the acceptor even though possibly there
may be exceptional conditions under which the
acceptor would he justified in purchasing his own
obligation in order to withdraw it from the mar-
ket. It is not the custom abroad for acceptance
houses in the usual course of business, to purchase
their own acceptances and to offer them after hav-
ing once acquired them. In the regular course
it is distinctly understood that the accepting firm

(IMs noL on the market for its own
its obligation created hy its acceptance, and the
practice is quite the contrary.

The acceptor may reside in London and the
holder by purchase may be in Paris, Berlin, Liv-
erpool or New York, retaining the bill in his
possession until it matures. This process up to
the present time has not been emphasized in this
country, but it is essential for the proper develop-
ment of the discount market that the business”
should take this course. We should be careful not
to confuse commercial banking with investment
banking, nor should we permit our discount
market to become so saturated with offerings in-
trinsically of an investment character, as to in-
fluence discount rates and impede its free opera-
tion. The Federal Reserve Act distinguishes
clearly between these two forms of banking and
specifically excludes from purchase or discount
"notes, drafts or bills covering investments or is-
sued or drawn for the purpose of carrying or
trading in stocks, bonds, or other investment se-
curities. except bonds or notes of the government
of the United States.” The Federal Reserve Act
applies particularly to commercial transactions,
and lays stress upon the importance of liquidity by
stipulating that federal reserve banks must not
buy bankers' acceptances having more than ninety
days to run. and in its original form it provided
that acceptances should be given only in transac-
tions involving the importation or exportation of
goods. The recent amendment to the Act has ex-
tended the acceptance power so as to apply to
transactions growing out of or involving "the do-
mestic shipment of goods, provided shipping docu-
ments conveying or securing title are attached
at the time of acceptance, or which are secured
at the time of acceptance by a warehouse receipt
or other such document conveying or securing
title covering readily marketable staples.” It is
clear that the intent of the Act is to safeguard the
self-liquidating character of acceptances, as se-
curities of an investment nature are barred, and
provision is made that the transaction should be
based upon cither an actual sale of goods or upon
the conveyance of legal title to goods which can
be readily marketed so as to protect the acceptor.
Quite naturally, under conditions now existing
throughout the world, the board was, soon after
the establishment of the federal reserve banks,
called upon to consider the question of renewals
of acceptance credits. In European countries there
arc practically no legal restrictions governing the
acceptance business, and in order to establish
dollar acceptances in competition with sterling
bills, or with those drawn in francs or marks, the
board ruled that certain renewals of acceptance
credits which clearly grew out of the shipment of
goods in the first instance, need not, as a matter of
principle, be excluded, and federal reserve banks
were advised that they might consider as “eligible”
bills having not longer than three months to run
and draw under such credit arrangements. The
American acceptance is now quite well established
in the world's market, being well known in almost
all parts of the globe; and even in those countries
which three years ago had a monopoly of the ac-
ceptance business. American credit facilities are
now being used. Speaking, not so much from the
standpoint of the federal reserve banks, but from
that of the American banker generally, it would
seem proper to extend acceptance credit in liberal
amounts to facilitate commercial transactions all
over the world, and while we may expect to see
this acceptance business grow- into very large
figures, we must not permit either our ambition,
our desire to assist others, or consideration of
profit, to run away with us and to cause us to dis-
regard long established and sound banking prin-
ciples, the observance of which is so necessary for
the safety of our federal reserve banking system.

There a'e two rules in this connection which it
may well be emphasized. One is that acceptances
should finance the drawer and not the accepting
bank. When a banker makes a cash advance at a
given rate of interest for a certain length of time
lie should not ask his debtor to draw upon bin
for the purpose of enabling the banker to reim-
burse himself by the sale of his acceptance for
the advance which he has made to the debtor.
Such a process would make it possible for a long
term borrowing to be financed by an accommoda-
tion bill drawn for the benefit of the banker. Such
a draft would not be essentially self-liquidating.
The real borrower may have secured the advance
by renewal agreements for eighteen months .> two
vears, at a fixed rate fur the entire term and lint



j. )readjustment £i e . ,va ...iod.
is not concerned in the miv. un iransai ¢ on, and
when the first bill matt *s the advance .ill con-
tinue to run and attempts will ‘> nvirti o redis-
count or sell the draft. A 1ill of this kind is
known as a finance draft, and other bills, which
also may be called finance drafts, are drawn by
brokers or individuals upon a banker and ac-
-tited against the deposits of investment credits.

AM ~afts of the description last mentioned may be
Amtractive where the transactions offer handsome

profits because of the great difference in interest
rates prevailing in two countries and by reason of
tempting fluctuations in foreign exchange rates.
It is clear that banking prudence requires
abundant security in transactions of this kind if
they are to be engaged in at all, and that a bill so
created has no place in the portfolio of a federal
reserve bank.

A foreign draft bast'd originally upon importa-
tions of goods from this country and drawn upon
an American banker with a definite agreement on
the part of the domestic banker for several re-
newals at an interest rate fixed for the entire
period covered by the reneu'als, does not give the
chief advantage which should accrue to the banks
of a country granting foreign acceptance credits,
because, no matter to what point the federal re-
serve banks, if this country be concerned, or the
central banks, in case of other nations, might raise
the discount rate, it would have no effect upon the
foreign debtor, for, having provided at a given
rate for his requirements until the expiration of
the last renewal, no increase in rates would move
him to cover his acceptance and seek accommoda-
tion in his own country, because during the term
of the extended credit he would have no interest
in the discount rate of the country upon which he
lias drawn. Not the original debtor, but the ac-
ceptor would be the borrower in the discount
market, and as regards the original borrower, the
acceptance would become merely an accommoda-
tion draft for the benefit of the acceptor, who
alone would be subject to the changing vicissitudes
of the discount market.

It is equally clear that drafts drawn in one coun-
upon another against long-term securities are

AMn>t self-liquidating, no matter how short a time

the drafts themselves may have to run. Where
acceptances are based upon actual commercial
transactions, the sum total of acceptances bears a
definite relation to and is regulated by the volume
of international trade, but if bills are accepted
against securities this automatic regulation is lost,
and if finance drafts are permitted to be drawn
without discrimination they would continue to pile
up just as long as there is a substantial difference
in the interest rates of the two countries involved.
It n entirely natural and proper that countries or
sections where wealth lias accumulated and which
have large holdings of gold should afford credit
facilities to their neighbors. As between nations
this can be done through short commercial credits
by means of bankers’ acceptances, where the ac-
ceptance is liquidated out of funds coming from
the borrower before maturity; or, as an invest-
ment proposition, by transactions outright in se-
curities issued or held by citizens of the borrowing
country. There is no reason why both methods
should not be perfectly sound, but the lenders of
credit should distinguish clearly between the two
transactions.

The discount market, which is intended to deal
with short-term and commercial borrowings,
should not be used or abused so as to serve as an
adjunct of the investment market. It may not be
possible, of course, always to apply these prin-
ciples with absolute rigidity. We are living in ab-
normal times and there may be abnormal condi-
tions when temporary exceptions to rules govern-
ing normal times may be expected, but such ex-
ceptions, whenever permitted, should be kept
within reasonable bounds, nor should it be for-

Anrotten that they are exceptions and do not con-

fctute the rule. However anxious we may be to

AW ontinue as a world factor in trade and finance,

and however desirous we may be that the wonder-
ful prosperity which we are now enjoying should
continue indefinitely, we should remember still
that if the time should ever come when our
debtors can no longer offer us satisfactory settle-
ments or when our own power of absorption may
have reached its liiiins u,at whenever that mo-
ment should arrive it would be more satisfactory

txpense of undue hazard, and that the
interest on idle gold is better than the
principal

loss of
loss of

In some important particulars the Federal Re-
serve Act has not thus far been applied at all.
The law empowers the federal reserve banks, with
the consent of the Federal Reserve Board, to open
and maintain banking accounts in foreign coun-
tries and to appoint correspondents and establish
agencies in such countries for the purpose of pur-
chasing, selling and collecting bills of exchange,
and to buy and sell with or without their endorse-
ment, through such correspondents or agencies,
bills of exchange arising out of actual commer-
cial transactions having not more than ninety
days to run, and which bear the signature of two
or more responsible parties. Under conditions
that have prevailed since the establishment of the
federal reserve banks, it has been thought best to
disregard any temptation of profit and to go
slowly in entering the foreign field, so that, up to
this time the federal reserve banks have no for-
eign accounts. Upon the close of the war, how-
ever, with the United States playing an increas-
ingly important part in the foreign trade and
vested with the responsibility of determining the
relationship between American and foreign insti-
tutions under new and difficult conditions, there
will be a large field of important work to be
covered by the federal reserve system in this con-
nection before the federal reserve banks can be
regarded as having fully discharged the duties
and responsibilities imposed upon them by the Act.
How great the importance of this phase of their
activity may be, can be judged only by those who
have formed an adequate conception of the part
that is to be played by this country in international
trade after peace has been restored.

The business of the federal reserve banks as
fiscal agents for the United States government is
not yet fully developed. So far they are acting in
a limited way only as fiscal agents, but in the
future financial operations of the United States
government the federal reserve system will stand
ready to discharge the duty of providing for is-
sues of bonds, arranging for the retirement and
refunding of existing indebtedness, and such other
financial operations as may be necessary from time
to time. Its functions in the handling of routine
business for the United States treasury and the
sub-treasury will no doubt be extended, as the
federal reserve banks become better able to render
this service.

The clearing of country checks provided for un-
der Section 10 of the Federal Reserve Act, has
been a problem of peculiar difficulty and has been
complicated by the desire of many of the member
banks in the smaller towns particularly, to retain
their accustomed profits, and further by the fact
that a large volume of the checks that must be
handled are drawn upon non-member banks. The
clearing of checks was undertaken in a very
limited way immediately upon the establishment
of the federal reserve banks, and after a great
deal of study and some experimentation, the
present clearing system was put into effect on
July 15th last. Its operation has demonstrated
that it is based upon correct principles, and the
constantly expanding volume of business handled
through it shows its efficiency. The underlying
principle of the clearing plan is the discontinuance
of the practice of carrying items in transit as re-
serve. and the requirement that each bank carry its
own float. One important result of the clearing
system has been to bring the member banks into
more frequent and intimate contact with the fed-
eral reserve banks, Sb that the reserve banks are
now regarded more and more as active and po-
tential factors in the banking field and not so
much as storage reservoirs for use only in emer-
gencies. Very largely, no doubt, because of the
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THE PILSENER BREWING CO.
Edgewater 1716 Lorain 68

abnormally low rates for money that have pre-
vailed during the past eighteen months, which
havo made it difficult for member banks to make
satisfactory earnings, there has been a feeling in
some quarters that the federal reserve banks are
dangerous competitors, actual o; potential, of their
own member banks, but with the development of
our foreign trade and with the constantly increas-
ing activity of our domestic business, this feeling
is gradually passing. The managements of the
various federal reserve banks and the members
of the Federal Reserve Board, with an apprecia-
tion of 'he value of thorough co-operation and
complete understanding, have kept in close touch,
both by correspondence and by frequent personal
contact, so that the board has been kept informed
of local conditions and the federal reserve banks
are made familiar with the viewpoint of the board
on matters of policy. Just as this co-operatioi:
and understanding between the board and the
banks is necessary for the best development of
the federal reserve system, so is it essential that
there should be the same close relationship be-
tween each federal reserve bank and its own mem-
ber bank. The scope of the federal reserve banks
and the activities in which they may properly en-
gage, and the functions which they were created
to discharge, are all being better known as time
passes. Some who, at the beginning, were its
severest critics, are now among the strongest ad-
vocates of the system. There are few today who
would wish to wipe it out or to reconstruct it
radically, and when again conditions throughout
the world approach the normal, it will be the
most powerful agency in assuring to the United
States a sound financial position at home, and in
securing for our country its proper place in the
realm of world finance.

Ohio’s Population

January 1, 1917, the population of Ohio will be
5,181,220, according to the estimafe made by the
Bureau of Census, on a basis rf the normal
growth of the state in past years and the actual
census figures of 4.767,121 in 1910.

Other estimates of population as of January 1
are:

Indiana,

876.
goKentucky, 2,386,860; population in 1010, 2,2S:i -

5.

2,826,154; population in 1910, 2.700.-

West Virginia,

1,339,020; population
1.221,119.

in 1910.
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HIGH SPOTS

In Business Situation
(JNSSA*&s "/ s *47? -
r*>£~C NU.
Are Transportation and Fuel,
Says Wills in Review.

District Four Originates Most
Freight in the World.

/
Inefficient Equipment Is Problem of
Railroads — Loanable Funds
Are Abundant.

D. C. Wills, .federal Reserve Agent
for District No. 4 (Cleveland), in his
report on the business situation i” the
district covering Ohio, W estern Penn-
sylvania, Kentucky and W est Virginia,
says:

"Transportation and fnel are the
overshadowing subjects in this month's
survey of business conditions in a dis-
trict which originates more freight
than any other in the world. Changes
outside of these two influences are
slight.

“Time'./ rains have helped the crop
situation, and farmers now say that
wheat, of which there is an unusually
large acreage, has never looked better
at this season of the year. Big prices
are obtained for all crops except hay.

*Trices of pig iron continue to ad-
vance, with better deliveries. The lum -
ber demand has improved, especially
for Interior points. Prices are firmer,

but about the same as 30 days ago.

Cincinnati
Decenber 3,

Federal Reserve Bank of St. Louis

Lack of Coal Serious.

“Coal operators are making every
effort to meet the demands of their
regular trade, but on account of ex-
treme car shortage and labor condi-

tions are only partially and in an un-
satisfactory manner serving their pa-

trons. Free coal is selling as high «
Il atthe mine and J7 BO for coke at the
oven. These unusual prices have not

benefited many companies whose deliv-
eries are covered by long-time con-
tracts. A number of Industrial plants
are actually closed for lack of coalL

"There still seems to be @ demand
largely in excess of the supply in al-
most every branch of the iron and steel
business— In fact, most mills are sold
up through the entire year 1917.
Prices have advanced since last month,
the most notable being that in steel
rails. Car shortage Is acute and cur-
tailing shipments. M aterial is accumu-
lating on the shipping beds, and mills
axe facing closing down to relieve the
situation.

“Insufficient car capacity and motive
power Is the problem of all the railroads
In this district. Railroads are In the-
m.-.rket for equipment, but deliveries are
uncertain and priccs art almost prohib-
itive. The freight traitice congestion
shows no improvement, and has caused
a decrease of 6 per cent over last month
in loads billed within this district on one
important trunk line.

"The labor situation is difficult, princi-
pally because of the scarcity of both
skilled and unskilled laborers.

‘*Mercantile trade continues at the re-
cent maximum, and surpasses all previ-
ous totals at this season.

"Reports on collections this month are
not quite so satisfactory as 30 days ago.
From some quarters come complaints
that collections are a trifle slow, due to
the fact that the existing high prices re-
quire more capital to do business.

“Bank depos.ts continue heavy, and
clearings are showing high totals. Prac-
tically the whole of District No. 4 |Is
abundant with available funds. The de-
mand for loanable funds is not as good
as last month. Six months’ paper of the
higher grade names has been selling re-
cently in the centers at 3}4 per cent, and
commercial paper brokers predict a
three-per-cent rate for January. The
supply of securities of recognized stand-
ing is not sufficient to fill the demand.
Record prices are being made for Indus-
trial shares, and there is large speculat-
ive buying. Dealers with stocks in new
enterprises are taking advantage of theso
conditions and art having little difficulty
In placing their eecuritlea with the pub-
lic." :

inquirer
1716



HOW MONEY MARKET WAS
IMPROVED LAST WEEK

DISCOUNTS AND BILLS BOUGHT IN OPEN MARKET
BY FEDERAL RESERVE BANKS AGGRE-
GATED $30,000,000

The New York Federal Reserve Bank Contributed $UTr
000,000— In Addition the Higher Money Rates at
This Center Brought About the National
Corrective Process — Loans De-
creased f 30,600,000

The volume of redfsoounting done by the member
banks at the New York Federal Reserve Bank last week
was ?9,289,086 which rais” the. amount of discounts held
by the local institution to $9,941,566. This is not only the,
largest amount reported by this institution but one of the
largest amounts shown so far by the regional, banks since
their establishment. In addition, the New York Reserve
Bank increased its purchases of bankers’ bills in the open
market by $4,705,846, bringing the total to $41,386,090.
The total of bills discounted and bought by the Federal
Reserve Bank now amounts to $51,327,656, an increase
of 513,995,533.

Throughout the Federal Reserve system the volume of
bills discounted and bought was increased during the week
almost exactly $30,000,000. Of this amount the New York
Federal Reserve Bank’s quota was about $14,000,000, thus
leaving about $16,000,000 as the extension of credit by the
jother Federal Reserve banks for the rest of the country,
jThe total cash reserve held by all the Federal Reserve
:banks was reduced $17,400,000.

It is evident that the discount operations and pur-
chases of tills in the open market by the Federal Reserye
banks las- week swelled the volume of outstanding Ped-
eral Reserve notes from $268,270,000 to $279,462,000, or
an increase of $11,192,000.

Saturday’s clearing house bank statement fully bore
out general predictions in banking circles. There was the
substantial increase of $32,790,530 in the surplus reserve,
which brought that item up to $73,790,840 in the actual con-
dition of the banks at the end of the week. Loans were
decreased $39,599,000 on account of the transfer of ac-
commodations to outside banks which had been induced to
come into the local money market through the higher rates

No doubt loans would have shown a greater reduction i
had it not been for certain syndicate operations towards
the close of the week. It is also certain that cash would)
have shown a greater increase than $27,364,000 if all the
gold that has been received here lately could have been
counted and paid for in time so as to enter banking chan
nels. ! .

The ready influence of money rates at this center
upon outside funds is a striking characteristic of the
monetary situation. The present result was therefore a
foregone conclusion in view of the events of last week.
It is true that money did not begin to arrive at this
center from the interior until towards the close of the
week. This is indicated by the fact that the average
cash increase was only $18,814,000, as compared with the
$27,364,000 actual cash increase. But now that the move-
ment has set in experience may be counted upon to look
for a continuation of the process of equalization and this
week will probably witness a further substantial increase
in*the surplus reserve, which will bring that item up above
$100,000,000.

MONEY MARKET AID

Nearly Half the Credit Extevded Last Week by Federal
Reserve Was by the New York Bank

Nearly half the credit extended to the money market
|last week by the Federal Reserve system was contributed
:by the New York Federal Reserve Bank. It discounted
| $9,290,000 of bills, and bought $4,706,000 in the open
jmarket, a total of $13,996,000. Although the Boston
|Federal Reserve Bank discounted bills to the extent of
$4,726,000, it reduced its holdings of bankers’ acceptances
by $2,359,000, so that its extension of credit was only
$2,367,000. Philadelphia contributed $3,889,000 to the
supply of credit, of which $2,409,000 was in discounts, and
$1,480,000 represented bills purchased in the open market.

Following list shows the additional discounts and

bills boueht by the twelve institutions during the past
week:

Bills Additional
Discounted Bills Bought Bills Held
BoSton .o L. $4,726,000 *$2,359,000 $2,367,000
New York ... .. . 9,296,000 4,706,000 13,996,000
\Philadelphia 2,409,000 1,480,000 3,889,000
ICleveland ... ... 1,279,000 1,244,000 2,523,000
Richmond ... .. *174,000 410,000 236,000
Atlanta 246,000 436,000 682,000
Chicago 2,140,000 2,014,000
St. LOUIS ovevererees . *809,000 844,000 35,000
Minneapolis 177,000 1,747,000 1.824,000
Kansas City 555,000 516,000
Dallas ..cooeveena *349,000 569,000 220,000
San Francisco 1,730,000 1,713,000
Total e .$16,613,000 $13,403,000 $30,016,000
‘Decrease.

all Street Journal
December 12, 1916
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cUn, Heal Thyself!

question the financiers and
business men of the United States
are possessed of sufficient judgment
tn give its true value to the preach-
ment of President Frank A. Vander-
lip, of the National City Hank oi New
York, upon the subject of conditions
After the European war. This bank-
ing institution, through its President
and its familiar circular letter, has
Bet itself up as an oracle of not only
financial matters, but of national
statecraft as well. Perhaps it is un-
consciously that the President and
the Court circular editor find them-
selves in agreement upon the point
that whatever is best for their par-
ticular Wank is also best for the
United States.

Several weeks ago the circular and .

Mr. Vanderlip advised investors of
this country of the dangers that the
continued influx of gold would pro-
duce in the business world, and rec-
ommended that our surplus funds be
converted into the short-time notes
which the foreign Governments are
issuing as one of their many war-
time expedients. With unusual una-
nimity the advice was rejected in
financial circles, and the Federal Re-
serve Board formally warned the
memlier banks that these securities
would not be discounted as com-
mercial paper.

In his most recent address deliv-
ered In Chicago Mr. Vanderlip as-
serted that the Federal Reserve
Board had acted unwisely, because
the investment he recommended
would have had a tendency to re-
strict further gold importations,
which may lead to dangerous domes-
tic inflation, tt Is quite evident that

Cincinnati

Federal Reserve Bank of St. Louis

December 19,

the distinguished New York banker
hns not realized that the judgment of
the country is against him. or else
he is obstinate. It Is this persistency
that subtracts from his value as a

counselor and raises the logical
query In the minds of those who
strive to follow his utterances

whether his advice is to be received
above that of any other member of
the community enjoying the same
advantages for observation of condi-
tions. Events seem to have made ot
him » pessimist, or what is called in
W all street language, a "bear,” upon
the future of the United States.
There is.one sentiment he expressed,
though, Jn which all mav join with
him, because it is as near a panacea
as can be found for the cure of
the widespread' mental conservatism
which aflicIF those who mistakenly
regard the Eastern speculators as
our real business men. It is this:

“Must we not safeguard the future
from the wunwise participation of
Government in business I>y seeing
that business is so well conducted, so
fairly administered, so completely
responsive to legitimate needs that
there will be no sound reason for
governmental participation?"

The first step in this direction
should be the separation of a certain
type or business men from participa-
tion in the control of the Government
for negative ends rather than affirm-
ative ones. It is because of their
negation that genuine business finds
itself confronted with affirmative
governmental competition, regulation
and control. Unhappily there are
sound reasons why this should con-
tinue until the real causes for par-
ticipation by the Government are ex-
posed and eradicated.

auirer

1916
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COLLATERALS AND THE
RESERVE SYSTEM

P. S. Babcock, secretary of the Trust Com-
pany Section of the American Bankers As-
sociation, has asked members for sugges-
tions for topics to be considered by the sec-
tion at the Kansas City convention. Dr. J.
R. Morrow, president of the Continental
Trust Co., has ?lven ttys matter careful at-
tention, and replying to Mr. Babcock, in part
says:

“l would advocate the discussion of leg-
islation, with a view to the advantage of
trust companies becoming members of the
Federal Reserve System, as the law is so con-
stituted at this time that there is no advan-
tage to be gained in belonging to the Fed-
eral Reserve System, unless your company is
specializing on commercial business,  which
kind of business is not the object of and is
not carried on to any extent by the trust com-
panies, as th?y were drganized to act in a
fiduciary capacity. Where they do a gener-
al banking and savings business, accepting
deposits subject to check and time, their mon-
ey is used principally in making collateral
loans on demand and time, accepting as col-
lateral the active and hlgh -class securities
of the country, such as active railroad, in-
dustrial, and public service corporation stocks
and bonds, and municipal bonds, which col-
lateral loans should receive the same consid-
eration by the Federal Reserve Banks as

commercial naner. It is iust as necessar
tor the prosperity of the country that col-

lateral loans secured by the collateral of our
railroads, public service corporations and
municipalities be re-discounted as it is nec-
iessary that commercial paper be re-discount-
ed, as commercial paper is only a part of
| the great wheel of prosperity. There is noth-
ing more important to the successful future
development than the prosperity of our rail-
roads and public service corporations, and if
we, expect to foster these corporations and
add value to their securities, the Federal Re-
serve Act should provide to accept securities
. of this kind on the same basis as commercial
| paper is accepted.

Money k Commerce
Pittsburg 1916



(PAR CHECK COLLECTIONS
rrp"

The recentiextension of the system for par check col-
lections witn the New York Clearing; House is important,
as it means stretching: the facilities to the greatest limit
possible from all practical standpoints. Now, any bank
or trust oompany which is able to remit payment for checks

After an exhaustive investigation, the committee

found that the clearing house members derived a net in-
come of $97,467 from the prevailing charges during 1911.
This was at the rate of about S1,J00 for each tiank, thus
refuting the charges made by the Pujo money trust in-
vestigating committee of-an exorbitant levy through these
charges by the New York banks. The committee there-
fore recommended that no change ba made in the schedule

drawn on it, so that remittance will be received in New

York in tima to be cleared in the regular exchanges the of charges that had been in force for so many years. |It,

following day, is eligible to the discretionary list, which however, recommended that there be added to the dis-

is practically the same thing as saying'that their checks cretionary list, consisting of certain nearby cities, any
bank or trust company located in Massachusetts, Rhode

pass current in New York City at par.

The present system has not been established over
night. It is the outcome of four years of careful
sideration and evolution, each new step being taken as
circumstances developed. This fact is worth noting, as
the opinion was generally held until a short time ago that
a great injustice, prevailed in regard to the system of
charges for inland exchange in force at the looal Clearing
House, and demands were made by banks in the neighbor-
ingstates for sweeping concessions. But with every ef-
fort to conciliate these demands, and notwithstanding the
aim of the new banking laws to open the doors wide to
universal par check collections; the innovation has only
been possible through a slow process. Nevertheless, what
ha.- been accomplished” must be regarded as highly satis-

con-

Island, Connecticut, New Jersey, and New York, which
undertook to remit in New York funds at par on the day
of receipt for all funds drawn on it received from reeth-
bers or associate members of the Clearing House/ This
was put into effect March 1, 1913.

The next, step came after the Federal Reserve system
was established. To the above discretionary list was
added such items as are collected through the Federal
Reserve Bank in New York, which the latte* ’vas prepared
to receive from its members for immediate credit at par.
For the further convenience of the country banks the col-
lection department of tha Clearing House was formed in
last year, which enabled the banks to remit in
of the Clearing House
New York banks, thus saving

August
bulk to the manager
directly to the individual

instead of

factory. ,
It is interesting to recall the steps that have been labor and postage.
taken to bring about the present system that exists at | The recent amendment eliminates the barriers of
the five 9tate lines. Wherever a batik or a trust company

the Clearing House. Those who advocated a change re-
garding the collection of checks outside of New York in
1912, based their argument on the fact that the system
of collections then in force had not been revised since
they were adopted, in April, 1899; awd during that thir-
teen years the volume of collections had increased enor-
mously, while the methods of handling exchanges by the
different clearing houses throughout the country had been
greatly improved. Accordingly, a committee was appointed
by the Clearing House, in April, 1912, to investigate the
matter aid to see whether it was possible to modify the
existing charges. '

can find postal and transnortation facilities so that its
remittance can reach New York by the first mail on the
following morning, it can enjoy the par privilege in New
York. Beyond this it is not reasonable to expect the New
York banks to go. As it is, they are giving two days
credit on deposit of these out-of-town checks. Appre-
ciating the physical difficulties in the movement, it would
appear that a universal par collection system is a long

" way off. The problems of time and spc.cc are inherent ob-
jstacles in the scheme. But for these, Sah Francisco checks

:might now be current in New York at par.

Wall Street Journal

January 10,1917
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RESERVE NOT UNDERSTOOP, j

John Perrin Find* Much Haziness
About Banking System.

Aa a rule, annual reporta which come
from the Government Printing O ffice In
W ashington make very dry and uninter-
esting reading, clothed around m ultitudi-
nous statistics which appear Incompre-
hensible even to the moot Intelligent. Not
so in the case of the third annual re-I
port o'f tlie Federal Reserve Board, a
volume of 488 pages, which consists not
only of a review of the Board’s activi-
ties. but a compilation of “ report-lets "
from each of the twelve Federal HIEF
serve Agents. A A

The humorous section of the volume
a contribution from John Perrin of the
Federal Reserve Bank of San Francisco,
the earnings of which bank, by the way,
were the smallest of any of the twelve
institutions when compared with the
paid-in capital. Mr. Perrin, who is
well known in New York, devotes a page

or more to the discussion of "public
relations,” asserting that the public has
unquestionably accepted the Federal
Reserve system as an instrumentality of
inestimable value to commerce and in-
dustry in all departments. Lie regrets
to be obliged to report frequent mani-
festations of “ haziness of ideas ” about
the system, and illustrates his point by
the following selected answers to ques-
tions jfut to those seeking licenses.as
teachers in one of the States of his
district:
QUESTIONS.

VThat is the Federal Reserve act of 'WII
son’s Administration? How many banks
were formed and how governed?

ANSWERS.

1. The Federal Reserve act was making
a park In Colorado, very much like Tei-
IogvptTone National Park

.10

j

form National Reserve Banks te 1

New York Times
March 18,1917

Federal Reserve Bank of St. Louis

aid in bringing the war in Europe tfe a

close.

3. The regional banks are to be con-
trolled by ~corporations elected by the
President. \

4. The Federal Reserve act Is taking
care of the old soldiers and bavin* them
practice war.

. 5. The Federal Reserve act is oha stor-
ing money or the country, and any one who
is without money, or ""broke,” tan go to
these banks and get what money they need.

. The Federal Reserve act is the tax
which he (President Wilson) has levied or
the stamps he has caused to be put on all
%_oods bought or sold in the United States.

here is also a tax on telegrams, tele-
phone long-distance calls,"Ac.” This Is to
raise a fund to improve the army and navy
and help pay the national debt.

7. There is a Federal Reserve bank la
each city of over 10,000. controlled by the
officers.

8. The Federal Reserve act was to lay
aside a certain amount of the United States
money, and this is to be used onIY in times
when” the country is in need of It and de-
mands Its usage.” This money is to be \iaed
only when all' other money “of the United
States is at an end.

Mr. Perrin fails to state whether or
not the authors of these answers were
duly appointed teachers and* whether or
not they have been intrusted with the
responsibility of educating: the banker*
of the next generation.

4 Organised and system atic public re-
lations work,” says Mr. Perrin, “ would
be invaluable, both in Informing the
public so that through knowledge they
would have intelligent reliance in aound
member banks fortified by a Federal
Reserve bank, and also in developing the
understanding of member banks with
resulting greater co-operation and con-
sequent profit to themselves and benefit
to general business.

“ The objective results of the Federal
Reserve system so depend upon knowl-
edge both of bankers and of the public
that it seems important that this phase
of a Federal Reserve bank’s endeavors
should not be sporadic, blit in con-
form ity with a definitely organised plan.
Progress in development seems likely to
be in direct proportion to the character
and quality of such effprt.”

~
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EEWRESERVE BANKS
USE REDISCOUNTS

Less Than 10 Per Cent of the
Local Institutions Avail Them-
selves of Opportunity.

302 APPLICATIONS IN YEAR

Aggregata of $22,601,332, Although
Small, la About Doublo the
Amount of Prevloua Year.

Less than 10 per cent, of the 025 banks
which are members of the Federal Re-
rcserve Wank of New York availed them -
selves last year of the rediscounting
facilities of the institution. Pierre Jay.
Chairman of tha Board of Directors, In
hl« annua! report which has Just been
Issued, points to the fact that during
the year only 802 applications for redis-
counts or advances were received, the
same aggregating 122.001.882. These
came from 62 member banks of which
16 were In New York City and 10 else-
where In the district.

Although the amount Is small, it Is
about doublo the figures for the pre-
vious year when 277 applications, total-
ing *11,884.037. were received. It la
Interesting to note that while in 1015,
the difference betwen the applications
received and those accepted amounted
to $1,710,405, last year this difference,
which represents rejections, was only

*Tha*’'number of discount. Rema in

was 2.GUO compared with 2,20l U»e pre
vlious wvear The heaviest rediscount
operations occurred in December, dur-
Ini/ which mdnth, the bank granted dis
nuM i or advances ajiiounting to t"Krly
*18,000,000 out of a total of a little moro
tnan ?iv.000,U00 for the whole yea.. The
largest single application * u for *3.-
(J77.000 and the smallest. *400. rne
largest single piece jls
was *1.008,000 and the smallest, *is.
The larue total for December discounts
is accounted for by Mr. Jay, who says
that during the period of unsettlemcnt
which prevailed in the stock and money
li-ark-jt during the latter vart of the
month the large New York City banks
made use of the discount facilities for
the first time, tneir discounts aggregat-

The*N”™ °'York district;- says Mr.
Jay in his report, " Is distinctly a credi-
tor district, and its banks are lenders
rather than borrowers or money, wn
June 30. 1016. the total amount bor-
rowed by our member banks from all
sources was *4,9000u0, against tota
member banks borrowings for the en
tire country on tlie MBpftO!|#.te of *8U>
067.000.

The report reviews ths increase In
the volunja of business financed In this
icountry under bankers' acceptance
credits, or "dollar credits." as they
are called both at home and abroa'i
The New York Reserve Bank, during
tlie last year, purchased 6,296 accept-
ances. aggregating *123,406,540, of which
*112,064,018 covered export and Import

% transactions, *4.026,818 were indorsed

trade bills of foreign origin, and *6.485.-

112 wore domestlo acceptances. 1tie
balance of *230,000 were bills drawn to
furnish " dollar exchange.” The New

York Reserve Bank also purchased
8,667 acceptances, aggregating *126,487,-
830 for the account of other reserve
banks. \ |

Discussing the progress made during
the year li» the development of a dis-
count market, Chairman Jay says:

“ Responsible banking and brokerage
houses have become dealers and spe-
cialists in bankers’ acceptances, pur-
chasing them at wholesale as they are
accepted and offered In this country,
quoting rates by cable to foreign coun-
tries where they originate as bills of
exchange, and contracting for their pur-
chase upon arrival here. This is giving
an increasing currency and stability to
the 'dollar' bill In foreign tSarkets.

w The demand for such bills during
the year from banks and other invest-
ors requiring liquid assets of short ma-
turity has generally exceeded tho sup-
ply and has tended to keep rates for
them well below those commanded by
any other form of commercial credit
Instrument. The ease with which they
were negotiated at stable rates during
periods when other money rates rose
abruptly demonstrated in a convincing
way their desirability as prime and
liguid banking aasets, which has long
been recognized in other countries.

“The liberal purchase of bankers’
acceptances by the reserve banks has
undoubtedly added stability to the open
market and aided Its development.

" The volume of American accept-
ances current at the close of 1916, In-
cluding thoso of nonmember banks and
private bankers, and trade bills of for-

eign origin drawn on American "firms
and indorsed by banks, la estimated to
bo about *250,000,000.

" During the year the FVderal Reserve
Bank of New York has followed the
same policy in purchasing acceptances
aB during the previous year. Tlie ac-
ceptances of nonmember banks and of
private bankers have been purchased
as freely as those of member banks,
although the rate on the latter has
been slightly more favorable. In order
to encourage the indorsement of bills
a slight differential has also been made
in favor of bills Indorsed by prime
banks or bankers.” -

“"lew York Tines
arch 18,1917


http://15.620.0W

Digitized for FRASE

PLANS FOR MOBILIZING
D. S. GOLD RESOURCES

PROPOSED AMENDMENTS TO THE
FEDERAL RESERVE ACT.

Changes Sought by Board at Last Ses-
sion of Congress Failed of Pas-
mage and Now Efforts for Such Leg-
iilation Will Be Renewed—Propo-
sals Would Bring Accumulation of
Gold in Federal Reserve Banks to
About $900,000,000.

[Special Correspondence of The Ereslog Post.]

W ashington, April 3.—Efforts made
by the Federal Reserve Board at the
last session of Congress for amendments
to th# Federal Reserve act to permit a
mobilization of the gold resources of the
country, and for other purposes, are to
bo renewed. This legislation was form -
ally apiproved by the Banking and Cur-
rency Committees of both houses in the
last session, but the legislation died on
the calendars because of the breivity of
the session and the filibuster, which, in
the closing days, prevented the passage
of all legislation.

The Federal Reserve Board, like every
other branch of the <Govemment, is es-
pecially interested In preparedness mea-

sures these days, and, in a general way,
the more important amendments to the
Federal Reserve act that have been sug-
gested emphasize that fact. Owing to
the unprecedented prosperity through-
out the country, which Gov. Harding de-
clares has helped to make the banks of
the United States the strongest, indi-
vidually and collectively, in the whole
world, and owing to the large surplus of
gold that has flowed to this ~country
since the war began, the Federal Reserve
Board believes it possible to reduce the
percentages of reserves required of the
member banks in tshe Federal Reserve
system, and would allow the Federal Re-
serve Banks to receive gold coin and
gold certificates in exchange for Federal
Reserve notes, which is now done to
eome extent, by indirection.

IDLE CASH WOULD BE REJLDA-SED.

The effect of these pr&posals would be
to release a goodly portion of the surplus
cash now lying idle in the bank vaults,
and at the same time increase the ac-
cumulation of gold in the vaults of the
Federal Reserve banks by about a quar-
ter of a billion dollars, bringing the total
to $900,000,000, approximately. By con-
trolling the gold upon which the basis
of credit finally rests, the Federal Re-
serve Board, as the central agency, will
be better $ble not only to finance nation-
al amergency demands, but will also he
?the to prevent ovfer-inflation in all di-
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It iS rafhtr a remark#!*.- *»»t that,
on tfe "WIjOle, Uie Federal Reserve act,
as originally passed, by Congress, t»afl
prowed not only a highly efficient instru-
ment of law, but that, at this date, few
changes, and those only in the interest
of mobility and liberalization, have been
found necessary. It is possible that had
the new banking system proceeded up
fo this time through a normal period
some of the amendments now proposed
might not have been found necessary
or agreeable. The new amendments, in
fact, bear testimony to the extraor-
dinary financial situation existing in this
oountry, and they will also have a dis-
tinct bearing on future developments,

w hether they relate to the entry of this
country into the European war Itself
or are merely confined to finanoing some
of the belligerent Powers.

SOME MINOR AMENDMENTS.

Coupled with the proposed increased
mobilization of gold are a number of

.minor amendments, which are of inter-

.est only to the banks in the Federal

Reserve system. These amendments in-
volve small, but somewhat important,

changes relative to bank officers in the
Federal Reserve Banks, and to reliev-
ing national banks of the necessity of
keeping on deposit the old United States
bonds on W hich circulation was based.
One amendment—that which proposes
an extension of the clearing and collec-
tion facilities to non-member banks un-
der certain specified restrictions—rep-
resents the last stage of a contest which
began when the Federal Reserve sys-
tem first started. Step by step the Fed-
eral Reserve Hoard has required the
member banks to extend their collection
facilities until collection for non-mem -
ber banks has been definitely recom -

mended. The small banks which de-
sire to avail themselves of this facility
will be required to cover at par checks

on themselves sent for collection, and
to keep a compensating balance with
the Federal Reserve Bank of their dis-
trict, which will be fixed by the Federal
Reserve Board. The system will be
made broad enough to Include all checks.

Members of the Federal Reserve
Board are anxious to see these amend-
ments enacted by Congress at the pres-
ent special session. To accomplish this
it will be necessary for the Board to
impress upon Congress the necessity for
all times, as well as the emergency na-

ture of the legislation proposed. It is
generally understood that both Houses
of Congress desire to touch only such
legislation at the present session as is
absolutely essential to the general wel-
fare or national defence, but it is be-
lieved that Congress would be willing
to help the Board mobilize the financial
resources of the country as quickly as

it would assist the army and navy get.

men ahd supplies, payment for which
might easily become a problem inviting
the attention and cooperation of the Fed-
eral Board.

New York Eving Post
oril 4, 1917



CLEVELAND, OHIO

David G. Wills, chairman of the Cleveland Federal Reserve
Bank, in his analysis of conditions in the Fourth District,
says, in part, as follows:

“During March, especially for the week ended March 17,
there was a noticeable hesitancy and uncertainty in many
lines of business throughout District No. 4. The foreign re-
lations of our Government and the transportation situation
caused considerable unrest in commerce and industry. Indi-
cations at this writing point to general relief from this feel-
ing and resumption of all activities to the fullest extent.

“Present indications are for a fair yield only of thi* win-
ter wheat crop. From the Kentucky section the reports show
that the tobacco and hemp crops of last year were marketed
at greatly increased prices to the farmer, and preparations
are being made now for increased production of these crops
in the section. Specific inquiry throughout the district re-
veals a rather unsatisfactory condition regarding plais for
increased production of foodstuffs. The lack of suffici- nt or
competent farm laborers is urged as the chief difficulty, due,
of course, to the demand for labor in industry at higher .'ages
than the farmer can afford. There are indications that in
some agricultural sections fanning machinery- will be used
to a greater extent than heretofore, by which the effect of
the labor scarcity will be modified.

“The reports received from various sections of the dis-
trict indicate that the surplus supply of live stock used tor
foods is at most not greater than the average of preipfling
years, and there has apparently been little real effort to im-
prove the situation.

“Since the middle of March the industries of the dis-
trict have resumed their forward movement with energy, and
the indications are for continued aggressiveness.

"Pig iron, billets, plate, bar, rail and sheet producers
and manufacturers report very strong demand for all classes
of production, with soaring prices. Quotations are marked
up all along the line. The prosperity and capacity of pro-
ducers is apparently limited only by insufficient transporta-
tion, labor and fuel supplies. A great many of the producers
have indicated intentions of supplying Government needs in
advance of all their orders, and in some instances this condi-
tion has rendered necessary the postponement of private de-
liveries. It is entirely fair to say that the observations above
made apply with equal force to finished materials and other
fabricated articles.

“The producers are entirely unable to secure an adequate
labor supply for the production of a sufficient amount of out-
put to meet their demand. Reports show that in the Penn-
sylvania, Ohio and Kentucky coal regions overtures have
been made for entire outputs of the mines at advanced
prices. In some instances contracts have been made, and in
others refused either on account of conditions or in the hope
of making better arrangements, or, as noticeable in the Penn-

sylvania fields, producers have felt the necessity and de-
sirability of maintaining a percentage of output as free coal.

“There is not much change from the preceding months
in commercial activities, unless it be a lessening of stocks
of goods by reason of inability to secure shipments; but col-
lection conditions have become a little less favorable. Food-
stuffs continue to advance in price, and there is in the cities
evidence of decreasing surplus supplies, indicating perhaps
further advances.

“A cursory examination or the published statements of
banks under the Comptroller’s and State Banking Depart-
ment’s calls for reports of condition as of March 5tb indi-
cates further gains in the deposit lines generally, though in
some localities the increase has been merely nominal. The
supply of loanable funds in banks is more than adequate for
the needs of the respective localities, and rates continue for
the most part unchanged. There was a lessened demand at
lower prices for investment securities during the first half
of tile month of March.

“Bank clearings maintain increases ove? the correspond
ing period of the preceding year.

“The outlook is good for commerce and industry, and
fair as regards agriculture; necessarily, the agricultural
situation will affect unfavorably the general conditions later.
There has recently been renewed effort to encourage farm
production, and if .this should instill greater energy into the
farmer the prospects would be better. It does not seem that
the movements for increased acreage or more scientific
methods in farming have been organized or developed to such
an extent a3 to be promising of results before the planting
season.”

American Banker
pril 7, 1317
Pa*e 958
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