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U. 8. Treasury Building
Waeshington, D. C. Janmuary 1l4th, 1914,
, 10:20 A, M.
Present: }
!
The Ceoretary of the Treasury.
Tte Seoretary of Agriculture.
Appearances;
|
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. portation faoilities end thelr relative commercisl importance,

v 641

The Seoretsry of the Treasury: Gentlemen: The prodlem
immedistely confronting the Committee ig the division of the
dountry into not less than eight, nor more then twelve dis-
triots and the selection of the beadgparters bank in esch
one of those distriots, The Committee wants to mddress
itself to that problem exolusively. ¥We do not need so much

information abhout the aococessibvility of the cities and trans-

becsnse we are entirely familiar with thet enywey. We have
geveral knowledge of that sudbjeot, and we sre obliged, on
account of tho smount of time st the disposal of tre
Committee, to request those who appear to confine themselves
vory largely to the questions which the Committee will
gddreas, because those questions elioit the information
which we partioularly want. e naturally canniot submit a
groat deal of oratory. We understand the naturasl tendenoy
to indulge in that, when the claimg of these cities are deing
presented, and while we like to hear, weo have, unfortunately,
not suffioient timoi 80 we shall msk the gentlemen who are
here, represehting ¥Washington -- I think both Seoretary
Eouston and I are yrett& femiliar with Washington's claims,

spd if you will confine your answers to the cueastions we gare
SER
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roing to esk, I think we can exredite the hearinge end I

think we can bring out 811 that is necessary. Ur. llcKee.
STATEMENT OF HENRY I. MocKEE.

The fecretary of the Treasury: State your occunpation¢?

Kr. loXee: Coshier of the liational Capitol Benk of
Vashington.

The Seocretary of the Treasury: Do you represent the
Clearing Louse Association?

dr. HoKee: Clearing House Assosiation in Washington.

The Sreretery of the Treasury: And your desire is to
prens upon the Committee the adventages of Weshington as
the hesdouarters for one of the regional banks?

Mr. McKee: Yes, sir.

The Sceretery of the Treasury: What is your idea, ¥r.
LoKea, 88 to what territory would best be served by & Federal

Reserve Bank in Washington?

Kr. KoKee: We think that a territory comprising the
eastorn part of the ftate of Pennsylvenia, the sounthern .

part of the State of New York, Deleware, Xnrylapd, District

of Columbia, Virginla, West Virginis and North Carolina.

i

¥e have taken the liberty of preparing a dluwe print map,
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showing that territory, and thero is stetisticel informetion
st the upper left hsnd corner there in rerard to the ares,
rorulation, the distances north end south and eest and west,
the availaedble banking ocapitel end surplus and the available
capitel, surplus and yrofit of state banks.

The Seoretsry of Agriculture: What do you figure the
backing power of such & Reserve Benk, if estsblished for

that territory?

Hr. MoKee: The banking power, the capital of the Federal

Reserve Bank -- the subseribed espitsl would be asprroximately

$14,000,000: the )8id in cepitsl epproximately 37,000,000

and deposits svout $40,000,000, based on bank reserves alone.

0f course, that would be inoreased by whatever staste banks
’ might come in, in‘that territory.

The Secrotary of Agrioulture: To what extent is that
territory now saffilisted with Weshinpton?

¥rm ¥cKee: Three-fourths of it affiliated. That part
gouth snd southwest is naturally trivutary end affilisted
with seotions north of it. In other words, the trend of
business is from the aouth and souttwest in the direotion
of Poshington. Ve must confess that that part of the

territory which is to the north of it, Ihiledelphia -- at

NSER
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4 Henry Nl. licKee 644

! leant in the eastern part of Pennsylvania, is naturslly
affilisted with Philadelrhia; but_our idea in selecting a
district li¥e that was to select s well belanced district,

' ir whioh every form of sctivity counld be found; farming,
mining, manufacturing and every industry that ocould be

E thought of can be found in that territory.

*  Tho Seoretary of Agriculture: What do you mean by saying
that it is naturally affilisted with Veshington?

Kr. licKee: The distributing point for the south, is

f Baltimore -- naturslly Baltimore, Philedelphia and New York,
| and oerohandisc sold here, goes down south, and the general
trend of business is -- that is, in the payment of goods is
from the north to the south. Therefore, a good many
banks down in the south keep their mccounts with banks in
| Weshington, Brltimore and Philadelphia, sgeinst which they
draw in payment of goods, that are boupght in the south;
g0 that the trend of depositing is in the south and south-
west.

The Secretary of Agriculture: Can you give us the facts
i bearing on those roints with referenes to Washington?
| Mr. MoEee: I camot. I 4id not get that up,  There

are, however, sbout four of our national bvanks which have

Digitized for FRASER
http://fraser.stlofisfed.org/
Federal Reservé Bank of St. Louis




Y . Henry X. lcKee 645

quite extensive southern conneotions. Those gentlemen are

here, and later on may be sble to give you details in regard
to that.

The Seoretery of the Treasury: To what extent do banks
in this territory keep their reserves on deposit in Vashing~

ton?

IR LI S e A AT, NI R s < yep o N T 38 A g, o iR IR e Rodh B

Er. HoKee: I tave not gathered that information, but
. these gontlemen who are here may be egble to give you that,
:lnter.
& The Seoretery of the Treasury: Yhet are the bank
;claaranoos here in Washington?
¢ Ur. MoKee: last year they were $402,6000,000,

The Eecretary of the Treasury: What inducements do the
Washington banks hold out to correspondent banks to get their
reserves here?

¥r. MoKee: The ususl inducements, two per cent on
balances.

The Seoretary of the Tressury: Do you olear checks free?
| Mr. MoEee: Our bank hes rot 8 very great number of suash
Z accounts, and I am not abvle to gnswer with respeat to the
;general practice prevallin~ amon» other banks. Thene

Digitized for F . gentlezen oan give that informat fon.

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




<

Henry M. KoKeeo: 646

H T e e i e pra e St et

The Leoretsry of the Tressury: Do you think Weshington
will be a oonvonient point, for Fhiledelphis 2nd FPemnsylvanis

exchanges?

v g S mem e e

% Yr. loXee: You mean for the purpose of the colleotion
of chooks?

5 The tecrotary of the Treasury: For the purpose of this
: Aot?

Mr. HoKee,: I think it would, sir.

Tho Scoretery of the Treasury: Would not you do a prood
desl of violenco to the ordinary courses of business and
exchange, if you placed thet territory -- I mean esatern
Pennsylvania, if you foroed it to come to Washington.

Hr. lioEee: I d0 not think within the meaning of the Act
that you would, becsuse --

The Seoretery of the Treasury: I am talking sbout the
facts though.

Lr. lickee; There will be 2 large smount of business
naturally transacted by the Penisylvania banks, with the
banks in Philedelphia and it would be diverting only part
of that business down here, if they kept part of their
E reserves in the Federal Reserve Bank here.

The Secretsry of the Tressury: How much dislocation of
Digitized for FRASER
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 the oréinary machinery and operations of business would
' result from reguiring the whole of eastern Yremnsylvania to
- come to Wastington?
kir. koKee: Well, I do not think it would smount to very
| mich, beocause thoe only amount they would have to :keep here
' would be the amount thet they would heve to keer on deposit,
f ag regserve, besed on tho deposits of other banks.
} The Secretary of the Tressury: Their transaotions, how-
ever, of various characters with the Federal Reserve Bank,
would tave to be considered.
lr. lioKee: ¥Would have to be; of course, that is true,
The Scoretary of Agriculture: Banking transactions
nsnally follow the courses of commerce generally, 4o they
not?
¥r. HoKee: Yes, sir.
The Seoretary of Agricwltwre: 1Is iiashington relatively a
| lasrge commerciel centre?
Mr. LoKee: Lo, sir, it is not.
The Scoretsry of Agriculture: On what ground would you
base your recommendation that this be selected as & centre?

Kr. KeKee: HNow, gentlemen, we have taken the libverty of

prepering & brief. It 1s not very long end we have set
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forth the reasons therein. If you will be pood enough to
' let me read them, I think we can give you the Hlea of why

. we think it ought to come here. (Reading)

"The Washington, D. C. Clearing Fouse Associmticn has

| petitioned you in writing to locate one of the Federal

Reperve Benks, provided for in the Fecderal Reserve Act, in
ttis City.

We, a specoial Committee from said Clearinpg House, are
here, by your permission, to sudmit several ressons why the

banks and business men of Washington and the surrounding

' oountry bolieve s ileserve Bank should be located here.

In pursuance of authority vested in you by the Pederal

| Reserve Aot, it is your purpose to divide the United

Statos into soveral distriots end designate in eech onec of
gsaid distriots a oity in which a Federal Reserve Bank shall
be organized.

These Reserve Banks are designed to hold part of the
reserve funds of their bank members, discount their members'
paper and furnish them withcurrenoy in sn emergency. They
are to be eopentislly Banker's benks, and, while their
purely domestic affairs are to be mansged by their own

directors, many of their dbroader powers, in sddition to

E
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h | Henry K. HoKee 649

itheir rolations to esch otherand to the whole system, are

to be subject to the supervision, direction and control of

{the Federsl Reserve Board whick will bhe located permenently
H
in feshington.

- —

The powers pgrented the Federsl Reserve Board indicate

gfhnt it will have to be thoroughly scquainted, not only
fvith the operation of the system as s whole, but with many
;of the domostic dotails of each Federal Regserve Bank,
Therefore, if one of such banks be locsted in Washington
directly under the vision of the Federal Reserve Board, that
Ysupervisoxy authority can wateh “from day to day the work
Ethat 18 being carried on, note how the bank serves the
ipurposo for which it is intended and decide from personsl
contact and odbeervation what rules and regulstions are
reeded to,'bring ell such banks up to a high state of
efftécbdency.

The System that is about to be put in operation is s
new end untried one smong the great Irtions of the World.

Its operatidn will be watohed keenly by Foreign powers. Its
i

guccess, and we assume that it will be succesaful to a

gmarkeﬁ degree, will insrire the confidence of other Heations

in our bapking asnd monetary system. Therefore, a Federal
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Reserve Bank, brought to a bigh state of efficiency under
the direst supervision of the Federa] Eeserve Board here in
the Capital City of the HIrtion, can be watohed, studied ard
its efficiency appreciated by the foreign representatives
stationed here, aas well as by members of Congress and
nunerous visitors of prominenfe from other parts of our
country who come to Washington to study snd learn by personal
obpservation somethine about the machinery of Government.
Svch 8 bveank in Vehington would be 2 continuous objeot lesson
to ntndents of finance.

The District of Columbie is Federal Territory in
whieh the power of the Federal Government is supreme and
exclusive., No state laws confliot with the statuters enacted
by Congress and no traditions of any right or power save
thet of the Federal Government intervecne to raise a queation
of doubtful avthority. Ia short, there is only one juris-
diotion here, one central source of power. Legnl guestions,
whioh may arise in conneotion with the work and powers of
the Federal Reserve Benk located here, csn be submitted to i
the Attorney Ocnersl and eppealed tc the “upreme Court of |

the United ftates and precedenta established theredby for the

guidance of the oonduot of other Federal) Reserve Banks.

Federal Reserve Bank of St. Louis
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The disoretionary power granted the Secretery of the
. Zromsury to lodge rubliec funds in Federsl Reserve Rarks
i.iupliea that thc Fedoral Government msy become, at some
future time, a depositor in guch bgnks. It would seem to
be very desirsble, ther, thet suvoh reletiors, in thelr
beginuing et least, should be of an intimate ;-ersonsi nature.

Therefore 8 Felersl Reserve Bank located in Washington

v B Y {oimugm 1n e s e« e o S My A o wm et by e -

having direct daily ocontact with the Treasury Dopsrtment,

& ST

and performing the funotions of g depository of publie

LA

moneys, in addition to being under the &ireot personal
supervision of the Secretary of the Treasury could act
before that derartment, not only in bdehslf of its members,

but perform many services of value to the Treassury and to

et T R e i il

other Tedoral Reserve Banks in oconunection with the transfer

' of fands to and from ¥ashingdon.

fhe operations of & Pederal Reserve Pank in Vashington,
% gs outlined, imply that such & bank should be supplied with

{ Cgpltal and Deposits ample in volume to serve tho needs, not
only of its own members, tut effeect the exohanges and

tranofers mentioned between the Tressury and other Federal

v

Hegerve Banks. Therefore, we murt conaider now the terri-~

tory whick shoulé& be inoluded within the Distriet tc de
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i
;8erved by the Federsl Reserve Bank of Wsshington.

f

One of the obJects of this law is to decentraslize

éresorvee in the established reserve centers snd distribnte
3them anonz several reservoirs, esch reservoir to be located
28 nearly as rossible in the center of a district wherein a

great number of diversified aotivities are carried on, to

ithe end that the available funds will flow casily end rapidly

|

'to surply the needs of the farmer, the msnufacturor, the
miner, and the tradesman snd stimulate 2nd buila up
gevery brankh of industry, trade end comnerce.

The firat and most essential point to be considered
in oconnection with the designation of a Federal Reserve
01ty 18 means of transportation whereby a letter mailed or

i
E:nrrenoy shipped to or from s Federsl ieserve Bank or ita

embers will be delivered speedily.

In the transgetion of banking business a letter mailed
%o or from & member of the Federal Reserve Bank ot the
plose of business one day should reach its destination before
the cloge of business the next dsy.
The seoond considerstion is the physicsl security
whioh the constituted authority of a place thus designated

Bs able to throw around a bank located therein, as for
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exapple: A small city or tovn may be edmiradly located for
such a jurrose, dbut lack of proper protection would destroy
its availability.

i“indful of the objJeot to be attained dy the desig-
ration of a Federal Reserve City and moved by the two
considerations hereinbefore set forth, we submit s plan for
a Federal Reserve Distriot oomposed of sll that part of the.
ftate of Pennsylvanis east of the 78th leridien of longitude.
A1l of that part of the state of New Jersey south of the
40th rarsllel of latitnde and the states of Delaware,
Heryland, Virginia, West Virginis snd Forth Carolina snd the
Distriot of Columbia. This distriot to be tribptary to the
Federal Reserve Bank of Washington.

This territory has a ropulstion of, spprroximately,
12,000,000 persons. XNeerly every form of induetry trade and
commerce is oarried on within its borders. It has three
large seaports, the totsl commerce of two of which, viz:
Fhilsdelphia end Baltimore, smounted to nesrly $320,000,000
in 1915, It is traverseld in every direction by not less
than eight large trunk line rsilroeds snd many smaller lines
whiob dring every oity, town and village within easy resch

of Washipgton.

ER
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The capitelization of the Intionel banks locsted
‘{kerein is epproxinmately #120,000,000. Their surplus
123,000,000 and total individusl deposits £777,000,000.

4 Federal Reserve Bank in Waghington, based on the
tributary capital and depcsits mentioned, woull bave
314,000,000 subsoribed capital, $7,000,000 paid in capital
and £40,000,000 deposits.

State banks and trust companies in the territory
montioned have {250,000,000 capital snd surrlus and
$720,000,000 deposits and ss some, if not meny of such
banks, will enter the system, the capitel and deposits of
the Federsl Resorve Sank of Washington will be inoreased to
the extont that such banks sccept the proviaions of the law,

rignréé ocompiled from. the published reporta of the
thirteenth ceﬁsns ghow that the territory mentioned is rich
in agrioultural, Hining and Manufaoturing interssts. (To
arrive at the result one half of the published returns from
Yemsylvsnia &nd two-thirds of the pubdblished returns from
Lew Jerasy have boen omitted to cover that rart of theseo
gtates which are not ineluded in the contemplated Reserve
pistriot.)

The total veslue of farm property in 1910 was

FR
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. ¥V Eenry H. MoKee 655

+2,400,000,000 and the relation between available acreage

and improved farm lands indioates that if capital could be

v gy e -

secoured for that purpose the totsl ¥alue of ferm property

-

would be greetly increcsed.

The total velue of all orops in 1910 was $432,000,000.
$743,000,000 is invested in mining enterprises of various
. xinds, and the production of such enterprises in 1910 was
velued a2t $218,000,000.

$2,600,000,000 is invested in menufecturing enter-
prigea of all kinds, and in 1910 their oufrut was valued
et $2,700,000,000.

The combined capitel invested in these human aotivi-
ties is $5,843,000,000 and in 1910 they produced
$3,350,000,000 of real wealth, not paper or imaginary
profits, but actual values reprecented by every oconceivatle
thing servifeable for béman need and comfort.

In addition to the sctual wealth grown in fields, dug
from the earth and fashioned into shspe in mill and factory,
we must contemplate the vast fabriec of business that is

needed to transport these things from place tc plece ana

 put into the benda for which they ere intended. Trans-

portetion, trade snd commerce represent other millions of
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moncy invested.

¥eshington, the Hation's Capitol, is in the midelt of
this rich, prosperous, territory. Four large trunk line
railroeds with their tributaries comnest it with every part
of the south sand southwest. Two large trunk line railroads
and their branches connect it with every part of the north
end west.

Communication between this city eand every villepe and
town end ¢ity in the proposed distriet ia rapid and regulear,
Lattors meiled to Weshington from points farthest sway

roach their destination in eighteen hours. HNsils to and
from poii.te in the north and south pass through Bashington,
and letters from some points in the south and southeast
section intedided for points a few miles west pass through
Tsashigton ere they reach theirdestinastion.

Ita central location, its prostige as the seat of
Goveraxent and the loostion of the Federal Leserve Board
here make Woshington the logical location for ome of the
Fedoral Reserve hanks.

?he extent of territory neturslly tributary to the
City by reason of easy and rapld means of communication in

svery direction and the volume and diversity of businesa
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activities in thtat territory widl erable the Fedorsl Resorve
; 2card to btring a Reserve Benk located here up to such a

hipgh atate of development thet it will serve &8 & model for

e

other such banks elsewhere, and

Finglly, the senso of securit:y afforded by the pro-

teotion which the Federal Government throws arournd this

< e e et oy

. City must rot be overlooked in the metter of loesting st

o 3

leasgt one of suchk banks.

oo

A detailel statement of the capital, surplus and
depositn of NHetionsl and State Renks in the proposed
| Distriet is set forth in Appendix A, and “tatistiocasl infor-
metion in regard to mamfacturing, mining and sgriounlture
ig ocontoined in Appendix B. Aprendix C. shows a map of the
| rroposed Distriot with principal eitier, their population

and 1linos of railroad communication with Vsshington.”
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The Cecretary of the Treasury: <Thet mey be msde &n
exhibit te lr. MoKee's testimony. In makingz this
‘ division, T suprose you hsve assumed that threre will
' be sowe nunber of Reserve TCanis in the country”
[ #r. doXee: Yes.

Tre "ecretery of the Treasury: ¥het assuoption have

e et

you made in that respeot?

¥r. Kelee: ¥e have sssumed that there will be ap-~

2 proximately ton, betwoeen eight ond twelve.

Tte Searetary of the Treasury: This is baged on
eight, ton or twelve?

Kr. YcKee: Tell, we had not thought of that very
uwuch., We thought there ocught to be at least four of
ttem on the Atlantie Coast, and if that were so --

The Searstary of the Ireasury: whore would you put
tkom?

Y¥r. MeKea: Wo wonld put two in the north, one in
Woshington snd oge on the Southern Coast.

Pus Seoreiary of the Treesury: Whet places, for in-
stance?

dr. MoXee: I should say one ought to be in Boston,

one ought to ve in Hew _York and one in Wachington and --

The Secretary of the Treasury: What would you have
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' the New York distriot cover under thie scheme whieh you
| have outlined, what would you put in the I'ew York distriet?
Xr. lickee: lew York Ztate, the City of Hew York, lorthern
New Jersey end perhsps that part of the State of Conneoti-
cut wkioh imiaedistely borders on the State of liew York.
3 The Secretery of the Tressury: Whet would you do with
- Southern Few Jorsey?
My, HoKes: I wounld incorporate Southern Hew Jersey in
with this Distriet,
The Seoretary of Agrioulture: Fhst wonld you do with
' Westerr Fennsylvania?
Yr. YMcZee; I think, being west of the Allegheny Mount~
% eins, it ought to be naturally tributary to » bank locat-
| ed in the contral rert of the middle west.
The Seoretary of the Tressury: Where would you put the
. othor two banks on the eastern sesbosrd, which you refer

i to?

yr. boKee: We would put cne here and one at Atlsnta,
Georgle.

The Seoretary of the Treasury: What states would you have
: Atlanta serve?
| ¥r. MoKee: I should say Atlanta should serve South Cero-
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lins, Georgis, Alabams, Tennegssee, Xentucky end Florida.
Tke ecretery of the Treasury: Where would you rut the

othera?

s g v vt e e ey e

ir. liockee: Four on the eastern coast.

The Seoretary of the Treasury: Where would you put the

B s rom

a o e

others throughout the country? Hud you thought of that?
ir. dcKkeoe: I have not thought of thet, no, sir. I have
] given attention only to those located on the eesstern sea-
board.
The Secretsry of the Treasury: In the drief which you
subamitted, and your argumcnt, you seem to lay & good deal

of gstress on the fect that a more perfect dbenk could be

organized and bperated here in Wsshington. Do you think
. thore is foroe in that suggestion, in view of the fast =--
Mr. MoKee: I mean‘hy that that a bank located here would
have perhaps as great, if not greater diversity of activi-
ties to draw from or serve than & bank in slmost any
other segtion of the country. 1If we consider carefully the
ipdustries along this territory I have outlined here --
The Seocretary of the Tressury: But tonohing‘tﬁia point,
I understood from your agument, perhaps I misunderstood

| 3t, thot you thought the faot of the looation of e bank
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in TVeshington under the very eye of the Federal Renserve
Board, and the more intimete relation the Federsl Reserve
Board could have with such a bank, would tend to make it a
more yerfect benk then one located snywhere elsc, Am I right :
sbout that?

Ur. KoKee: Yeos, it would, in connection with the diver-
sity of interests which it weuld serve.

The feoretarr of the Tressury: In view of the faot ttat
the regulstion of the Bosrd must have gyplication to 8ll the
banks, snd they must all be dealt with in l1ike manner, so
far as its administration and general poliey goes, d0 you
think 2 bank in Washington wounid be sny more perfeot than
one in Baltimore, or Philadelpkia, in this distriot?

¥r. MeKee: It would more quickly reach a2 high state of
effiocienoy, and the Reserve Beard, by resson of the know-
ledge gained by reason of personsl contaot with the bauk,
would be able to more cuiokly dring all the banks up to a
high state of efficiency. That wes the roint I wanted to
bring out. |

7he Seoretary of the Treasury: Do you not tbink you

ocould get the same result if a bank was in Raltimore or

Ll S

thiladelrhie, serving the same distriect, I mesn so fsr

as the Federal Reserve Board is concerned, and its funet-

R
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“ions?
ir. LeKee: I do not think so, for the resson that if you

"are olosoly connected with an enterprisec, and have the

opportunity to see it from day to day, or from hour to hour,
; at
‘amd vigit it/any time you want to, mak you can get = more

¢
;
gintinate knowledge of what it 1s doing then if it is located
jat s distance, where you have to travel some time to et to

i it.

| The Seoretary of the Treasury: The Beard would not perhaps

go on excursions of that kind, but would depend on the

examiner which it would send for that purpose.

Lt

¥r. KcKee: Yes, it could be done through an examiner

or perhaps by meil.

The Seorstary of the Tressury: Bazltimore would be fairly
available for such a purpose?

Mr. MoEee: Yes.

The Seeretary of the Treasury: Or perhaps Philadelphia.
5 0f ocourse you must not assume from my cuestions that I

' have any opinions on the subjeot. I take this point of

yiew simply to draw out the argument.
Mr. lecKeo: I understand.
The Secoretary of Agriculture: Just what is there in your

argument that would not spply eoually well to Beltimore or
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. Fhiladelphia?

r. iickee: The feot that this is the cayplital city of the
snetion,. This is the contral source of power for the whole
oountry. The reorle are neturslly going to sgtudy this plan
in this country and abroad, and whenwe think of & foreign
banking system, we naturally turn to the #apitsl of the

nation; snd they are coing to study tkis system very oare-

m—— s o

fully. It is true the Federal Reserve Board is located here,

but it wounld secm rather peounlisr in the study of this

that they should turn to Waeshington end find only the
Reserve Board here sand not find one of the banks located

5 here. Therefore we think one of them should be here, dbe-
. omuse 1t 1s the capital city of the netion, end & bank
1ike that, operating in that fashion here, would be a con-

tinuous objeoct lesson to students of finance.

The Seoretary of Agriculture: It wes intimated in another

city that en overwhelming bank ought to be established

there btecause that was the city that foreigners would look

to.

N Ty S e e

mhe Secretary of the Tressury: What do you think of

T e

that argument?

P

The Seoretary of Agriculfure: And that it was the oconm-

DGmwdm”?A§R mercial oapitel, and therefore thet wes the oity they woukd
http://fraser.stlouigfed.org/ ’ .
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. direct almost exolusive attention to.
!

t  lr. Nekeo: Ve oan settle thet in a fow minutes by asking
g where wo iooked when we stvdied the Germsn bankins system,

| the Reichbenk system of Gormany, or the Bank of France.

t

. We naturslly look to the capitals of those nations.

‘ The Seccretary of the Treasury: They hay,en to be the
i

. commeroisl centras of those nations too, do they not?

Iir, lickee: Yes, that ig true. Here we have students from
i all over the world, snd members of Congress arc located
here, and we think that Washlington offers, for that reason,
é every adventage for heving one of those banks located here,
{for sn educationsl purpose.

The Seoretary of Agrioculture: One other cuestion. These
regionsl banks, of course, have lccel boarda?

¥r. MoEes: Yes.

Phe Seoreotary of Agrioulture: Sixmsmlected by the member
.banks s&nd thre; by the Federrl Reserve Board. Would a
local board tere be as intimastely in touch with the
geocurities arising inocoursc of trade, as those in some
other city?

¥r. MoXee: Would that Board have to be chosen from loocel
imen?

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




¢
1,
o
a

¢

¢

n
it
b
5
4

f
b

»
:
o

R

o mmag

’
=I
i

oL W T TS R R UAR AT

d
d

R

:

i
A
:
E

(1

3

]
"
4
&
I;

A § Eenry K. LoLee 6656

The SLeoretary of Agriculture: Well, not necessarily, but
that would have to be considered.

I'r, MoKee: I think the locsl men in thris eity who have
denlings with bhanks in the south and southwest, are just
83 intimately acruainted with the charmcter of the paper
thet i8 offered for discount, ar the gentlemen in Bsltimore.
#¢ have gsome cuite large banks here with quite & number
of depositors, benks in the south, snd oonsiderable dis-
count.

The Gecretery of Agriculture: Are not the connections in
Baltimore relatively muoh larger?

lr. LicKee: Yes, they are.

The Seoretsry of Agriculture: Assuming that brenches

ere esteblished, ae the bill authorizes, end that there

' wo8 8 branoch bank in Wsshington, no matter where the hesd-

quarters bank hsppened to be, snd that board would be ocom-
posed, as required by the Act, of seven direotors of the
local or branch bank, possessing the same cualifications
as those required for the Federal Reserve Bank itaelf,
which would mean that {hey would have to be residents of
the community, & certﬁin number ‘of them, would not ¥esh-
ington's interests be as effectively served through a

branch, for instance, ss through the headguarters bank?
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Mr. LoKee: Yes, I think the interesta of any eity would
be &8 well cerved through 2 brench bank gs through the par~

oent bank,

The Seoretary of the Treasury: And for that reasson,

- e e

therefore, you think thet the locstion of the headguarters

bank is not of any great importance, so lons ss it is lo-

catod in some point in the distriet so it would be rendily
accessiblo from 21l points?

Yr. Y¥ocXxee: That ip my ides.

-

2t

The tecretarr of Agriculture: Your chief argument then

is based on the fmot thert this is the cupitol. of the na-

o, e s oty 5 o

tion?

Ay oy

i Er. oc¥ee: Thig is the ecajitol of the nation.

The Seoretary of the Treasury: That is sll. e thank
i Jou.

STATEMEKRT OF OOMMISSIORER O. P. NEWUAN

T AT

I I T S

“he Seoretary of the Trespury: Comaissioner lewman, will

| you he good enough to give us your views on the problem

confronting us?

Commissioner Jewman: I merely wich to ssy, gentlemen,

¢
d

that the Board of Commissioneras of the Distrioct have bVeon

- —

T —— =

in sonference with the Clearing Hovse Association repre-
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f sented here this morning, snd have gone over with the Com-
' mittee of the Clesring House substsntielly the same ground
" which has boen covered by lir. lMcKee; and I sm direotéd by
5 the Board of Commiasioners to say that we wish to endorse
his statements and arguments in behelf of Washington, end

besyesk of you 8 consideration of the cese as presented

by the Clearing Louse Association. I osnnot zo into de-
tails ss Mr. lcKee bas done, naturally, but we wish to

i glve it our hearty and most enthusiasstic endorsement.

i The Seoretary of Agriculture: 7You are not familiar,
%;Commiseioner Newman, of your own knowledge, snd you have
;not intimate touoch with the course of transsetions, and
;the banking connections?

§ Gommissicner Newman: Only in a very genernl way.

%he Seoretary of Agrioculture: You simply want to endorse
| the ptatement made by Mr. McKee.

. Comnissioner Newman: Yes.
STATEMENRT OF WILLIAM H., SIKGLETON

fhe Secretary of the Treasury: You may state your nane

iand buginess sonnesctions.

¥r., Singleton: Willlem H. Singleton. I am s member of

ithe bar. I wish to state that the gentlemen with whom I

Digitized for FRASE
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. am associated in aprearing before you, do not wish to press
~ any geogrerhical or induptrisl or financial reasong for

i the location of a Federal Reserve Bank in Washington.

j Wo represent our three largest civic orgenizatiorns, the
Washington Board of Trade, Chamber of Commerce snd the Re-
+ tall Kerchaonts Associstion, comprising ebout 2,0C0 mombers,
t of the representative men of Weshington. In other words,

we aprear here to represent the average citigzen, end the

reesong whioh we wiph to press upon you are thidse which
might just as well be made by g oitizen of Arisona, Mailne,
Florida, or Orecon, as of the City of Vashington.

Now with that prelude, I will resd those remsons;
they are short; and then if it be desiradle, I will elab-
orate on thoms

Repsons submitted on behslf of The Board of Trade,
The Chamber of Commerce snd The Retail llerchsnts Associa-
i tion for the designation under the Federal Reserve Aot,
. of Washipgton 88 & Federal Reserve City with a Pedersl
! Reserve Bank.
| First: This is e unitery Jurisdiction with one source
' of legislation, where there osohidd be no confllet of suthor-

. i%y.
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; Jeconé: Here there is a rizht of appesl or writ of

error to the Svupreme Court of the Unked States, not only
 in ocaces which in the ftatos may bo so taken up, but in oth-
2 er oases notably those which relate to the "validity of
: any suthority”" or "scope of any power" of any_offiéial or
? the "construotion of any law of the United Statos.?

Third: While the "Federal Reserve Ac¢t" does not spe-

cifieally provide, yot 1ts terma would require that the of-

ficc of the Federsl Recerve Board should be hsre; sand the

P e e e e

Federal Advisory Counoil must moot here "st least four times

each year™.
Fourth: Seguential to the first three reasons, there

would be here, under the personal observation of tho Federal

I SR e, S e e v

Leserve Board snd the Federal Advisory Council, s Federsl
Ressrve Bank, in the administration of the affsirs of whioh
) there would be only Oongressionel lerisletion ianterpreted
by the Supreme Court of the United States to be considored,
! go the! any question ocould be speedily determined free from
confliot of jurisdietion, or in other words, s model benk
would be eatablished.

Pifth: Yor the sbove four reagsons there would be bvest

subserved one of the apeoified objeots of the Act, a8 enun-

—mrs -

i erated in the title "to establish # more efficient super-
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i vision of beanking in the United States.”
3' Willism E. Singleton, Chairman.
% Zoard of Trede:
¥illiem E. Singleton
John B. Larner
¥illism H. Saunders.,
Chamber of Comnerce:
John Joy Edson.
D. J. Callahan
D. J. Kaufman
Retail lMerchants:
Ross F. Andrews
K. A. Leese.
I 80 not ¥now that it neelds very much elaborstion of those

points, gentlemen. It seems to me thet they must commend

|

| themselves to you. They are unguestionably sound in them-
isolvea, gnd they spply only to ¥eshington.
i
i

i wish to sey in the first plece it might be said: "Why would

How in order to illustrate the foroce of those ressons, I

pot they apply Just as well to the Federal Reserve Board

| sitting in Washington, whether there be a Federal Reserve
?iBank here or not; in other words, ocould not the suestion
i

D@mmdbrﬁms?mf the prower of the Felersl Reserve Bosrd be taken to the
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- Supreme Court of the United States, the Federsl Reserve
Board sitting here, without heving a Federal Reserve Bank
kere?"

Ly answer to that would be this, thet I opine that in

j order to get the action of the Federal Resorve Board or

! any of 1ts svents before the Court, it would have to come

ﬁ through some activity of that Board as shown in e Federsl

i Regerve 3ank.
k]

3 The Seoretsry of the Treasury: Do you think that follows,
i
‘ of neceasity?

i
5
i

Mr, Singleton: Yes. I do not see how eny aggrieved

é party could get the Board directly bvefore the court. 1If
ﬁ would hsve to go through the bank.

The Seoretary of Agriculiure: The Board is charged with
a number of dutiea.

Mr. 8ingleton: Yes.
? The Seoretary of Agrioulture: And they exercise them
: in the nation.

Hr. Singleton: Yes.

The Secoretary of Agrioculture: And it could be brought

{

1i'hefore the Supreme Court by anybody.

Lr. Singleton: That is exsotly my peint. They could only
Digitized for FRASI;;’R
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v Williem H. 3ingleton 672

be brought before the Court either by certioreri or by
certificate from a lower court. You could not get them
there a8 a matter of right outside the Distriet of Columbia.
| iy point is right there, that i the Distrioct of Columbia
é either the bank or the Federal Government or the Board or
any aggrieved citigen, however humble, could get the gunes-
tion decided by the Supreme Court of the United States.

' Uow you may say -~

% The Seoretary of the Tresamry: Do you not think that

i issue could ve raised with respect to a branch located

% here, Jjust as well as if you had the headquarters of the

' bank here?

% r. Singleton: A dranch?

' The Seoretary of the Treasury: Yes,

§ Hr. Singléton: I sam not 80 pure sbout that, whether a

{ branch oould raise the issue.

i The Seoretary of the Treasury: But I aay, could not the
3 issue be raised between & dranch and the Federal Reserve

" Board just as resdily as with the hesdquarters bank?

j ¥r. Singleton: Would not thet depend entirelj{ mpon what
" wag the powser of that branch bank¢

The Ceoretary of the Treesury: The bransch is the agency of

ii
Digitized or FRASERE g headquarters bank, snd naturally, is operating through
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. 1t, end its officers, of course, are subject to the same

; writs.

LEr. Cingleton: But we do not ordinsrily sue an agent.

iﬁe have to sue the principal.
!
! The Zeoretary cf the Treasury: But you can sue the

'irineipal through the sgent. The laws of many different
;stataa now require foreign sorporations to bave sn agent

imithin the jurisdiotion of the state for that purrose, so
!

ﬁthat the courts of that state mey have jurisdiction over
!

gthe foreign corporations,

;:
1 ir. Singleton:  Yes.

4

1 Tho Seoretary of the Treasury: I do not see why we could

t@ot get Jurisdiction here in like manner, if you hed &
i
‘brench. I 4o not think there is eny cuestion sbout that.

fi

?t is an intercsting legal point, and T wes trying to
%evelop it., I should not think that you would fail to get
%uriadiotion Yeoause of a branch here rather then the
headquarters of the bank.

ur. Sipgleton: My point was thet if sny cuestion might

i

prise in any of the Reserve Banks outside of the Digtriot
|
Zf Columbia, that 1f it were desirable to get a speedy
p}inion of the Supreme Court on that question, the

éame cuest ion could be raised here 1f we held a Fedesral
Digitized for FRASER
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. lleserve Bank here to take it up.
The Secretery of the Treesury: I think you could with a

; branch here.

o
t
i

/ Ir. Singleton: Perhaps so. How I would like to speaknon
é thatpoint ebout which you asked lir. MoKee, and that is

; this, the advantage of the Federal Bank being in Weshing-

| ton, where the Federal Reserve Bosrd is, which is one of
the points raised dy us, with the Federal ieserve Board and
i the Federal Advisory Counoil located here, if you had a
;Fecoral Reserve Bank here, when the Board gnd the Council
are in constktation, they bave, so to spesk, an object les-

son here right under them, where they can get informstion

es to exastly how this system is working.

How when we turn to the Aot itself, one of the most

%
|
%important powers of this Federal Reserve Board 1s found
%1n the second paragrsph of Section 13. It is put under
'the head of the powers of the Federal Reserve Bank, btut it
gives to that Board the right to determine or define the

character of the paper which shall be eligible to dis~

“count within the meaning of the Aot, and then the Aot goes
on to specify amd provide, however, that sueh notes,

‘drafts. and bills of exchange secured by staple agricultural

i
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produocts or other goods, wares or merchendise, shall be

- eligible for discount.

ez e L

i

Digitized for FRA%ER

liow, thet 18 one of the most important powers this
Tederal Heserve Board is going to have, because that is go-
ing to bethe principel business of these Federal Reserve
Banks, snd 1t is going to come right uvp as to Just what 1is

neant by "within the meaning of this Act", and what is

meant by "staple agrionltural produets", end whether that wordg

"staple™ is supposed to be rereated after the words "goods,
wares or merchandise."”™ In other words, it looks as though
there night come up early in the history of the action under
this Aot, an important cuestion that ought to go to the
Supreme Court of the United States. And the idea that we
have is that if we have a Federal Reserve Bank here, that
question or any others of a similar character could bve car-
ried right up there,

The Secretary of the Treasury: Suprose that Board made a
ruling uron that question; 1t would not be a ruling with
respeot to any specifis bank, but would beof genersl appli-
cation.

¥r. Singleton: That is right.
the Seoretary of the Tressury: It ocould be challenged

in this jurisdiction as well ns anywhere else.

http://fraser.stloui' fed.org/
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Kr. Singleton: ZHow could it, if we did not have a Reserve

Ran) here?

The Seoretary of the Treassury: I think it could de by

another benk probably. I have not examined the legal phases

of it very much, dut it is & question in which a member
bank is concerned, of oourse.

¥r. Singleton: 7TYes, that is the poiht.

The Seoretsry of the Treasury: And sny liationsl Bank in
Washington ought to be eble to raise that cuestion.

Er, Singleton: 3But whom oould they sue? They couldnot
sue the Board?

The Seoretary of the Treesury: Why could they not sue the

Boerd?

kr. 3ingleton: Because the Board hss not sggrieved thenm.

The Seoretary of the Treasury: They could ochallenge
their interpretation.

Kr. Singleton: But their legal grievance would not be
against the Board but agsinst the Reserve Bank which re-
fused the discount.

The Secretary of the Tressury: Yocu can get service on a
Rescrve Bank even in Baltimore, if you sre a citigen in
washington. |

Mr. Singleton: Kot in the Federal oourts.

http://fraser.stlouisfd.org/
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The Seoretary of tho Treasury: If it has = brench here,

uncuestionagdly you csn.

iir. Singleton: That is the question you raised Just now --

. The Seoretary of the Treasury: Assuming the question

#
¢

ﬁ were of the imrortance that you attach to it, I do not

2 think it is neoessary to have the heasdquarters Federal

thet 18 a legel guestion.

i

i MUr. Singleton: Yes, that is a question -~
!
;% The Sceretary of the Iresmury: I do not oleim to be much

S;or a lawyer, so I do not want ybu to attach any importance
éto my orinion.
¥r. Singleton: You know more sbout the Federal Reserve
' Lot than I could, for one moment, pretend to know about it.
I am well aware of that.

The Ceoretary of the freasuryy We thenk you, Mr. Single-
ton. I8 Er. Church, of Falls Church, Virginia, here? His

name has been given to us.

ﬁ ir. Chureh: Yes.
STATEXERT OF M. F. CEURCH.

:  The Seocretary of the Tressury: Will you give us your

name ani business, kr. Church?

R
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v H. E. Church 678

¥r. Chureh: K. E. Church, of Falle Churech, Va.

' The Seoretary of Agrioulture: Give your business connect-
' jon, Mr. Church?

¥r. Church: ZReal estate.

The Secretory of Agrioculture: Do you know the purposes

of this Act, Mr. Church?

¢ kr. Church: 1I do.

4
I The lecretary of Agrioulture: And the problem econfront-

I W T T

ing the comaittee?
dr. Churoch: VWes.
The fecretery of Agrionlture: Could you tell us what

) you have in mind?

kr., Church: I am one of theme unfortunate men who happen

e

to be 8 director in three banks, two state and one national,

small banks in thetcountry, in Horthern Virginia, where I

have lived nearly sll my life sand am familiar with the oon-

LT W

ditions there. I do hot speek for our banks, because neith- .

er of those banks have teken sction on the cuestion; but

personslly I feel that all of Lorthern Virginia, wbuld be

i m s e e e

better served by one reserve bank located in Washington.

| washington is our point of banking snd comnerce, end I

: think that it wouvld be greatly to our sdventege to have one
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' Reserve Bank located in Vashington. I think thet e1l the

: arguments presented here are in favor of uwur locality,

- and we should certainly endorse every argument that has been
fépraaented in favor of Weshingtion.

The 3ecretery of the Treamury: Where do you keep your

! regerves, Ir. Church?

i Hr. Church: Prinocipally in Weshington.

The Seoretary of the Treasury: ¥ould you not be equally

well served by Washington, for inatance?

TUSERT AR it e

Kr. Chureh: I presume 80.

The Seoretary of the Treasury: Or even if there were no

ﬂbranoh here, supposing that you had a hesdquarters drsnch in

v
B

i

i
i

iBaltimore.‘you would get the same facilities, would you
énot?

! Mr. Church: Bsltimore would not be as familiar with our
ésocnritaa.

F The Seocretary of the Treasury: Philadelphis would be less
BoY

¥r. Church: lLess Bo, yes, sir.

;
; The Secretnry of Agrioulture: Do you think Weshington
L

! wonld be ags familiar with Pemnsylvanis securities?

3 Ur. Church: As Baltimore?

-
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. Y ¥, E. Churech 680

The Scoretery of Agrioculture: Or Philadelphia.
ir. Churek:: Fot as familiar as Yhiladelrhia, no, sir.
“he Cooretsry of Agriculture: ihere would most of the
jfaoonritiea arise in this distriot which hes been defined
: here?
Lr. Churok: You mean where would most of the business come
 from?
The Seoretary of Agrioculture: Come from, in tHis distrioet.
The Seoretary of the Treasury: Where would the dulk
. of the negotiable paper under the bill be created?
lir. Church: OFf course, taXing in Thilsdelphias, Eastern

Penrsylvania would take a lsrge bulk of it, undounbtedly,

because that is the commercisl center.

20 e o ne ik erare e

The Seoretary of the Tressury: TWhet proportion, do you

think?

e

Mr. Chureh: I could not answer thet.

LTS N

The Seoretary of the Treagury: Where do your state banks

kecp their reserves, kr. Churoch?
-]  HKr. Church:; Largely in liew York and Philadelphis.
fhe Seorastary of the Treasury: Iargely in Hew York?

;  lr. Church: Yea.

% The Seorstary of the Treasury: What is the requirement of
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Virginia as to reserve, what is the stete law mhout reserves |
in Virginia?
ir. Church: Cur state law on reserves is 5 per cent, I
think; it is very smsll, and I think it is b6 per cent.
The Seorotary of the Tressury: Do you keep the bulk of
your recserves in liew York or in Vashington?
Lr. Church: Ve?
; . ého secretary of the ireasury: Yes.
v Nr. Church: In Weshington.
i The Seoretery of the Treasury: For the State Banks as
well as the Hstional?
% Er. Churoh: Yes.
: The Secretary of the Treasury: Ve thank you, Nr. Church.

f STATEMRET OF MR. JOHN B. LARNER.

¥r. Larner: Kr, Secretary, I do not know that I have

snything to say. I certainly have nothing prepared.

| The Seoretary of the Tressury: Will you kindly let us g

get your full name and ococupation.

¥r. Jarner: John B. larner. I am a member of the bar.

} The Seoretary of the Tressury: And you are a director

E glso of the Washington Loan and Trust Company, I believe?
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Kr. Larner: Yes, I am. My interest in Vashington 1s per-
hers & selfish one. I wes born snd raised here snd my fath-
er and grandfather before me, and I naturally feel a great |
interest in this partioular locality.

; I have been a 1ittle optimistic about this matter.

. T bave assumed that one of the Reserve Panks would he locat-
ed here, and that assumption grows out of the faet that it
is the capital of the nation. It is s city that is incress- %

ing in population and in wealth all the time; it is a oity

in which the law was passed orcating these banks, which

is now only one month 0ld or less than a2 month 0ld; emd I

apsune that the major portion of the operations of these

I banks would be conduoted in the city of the birth of the
hot. I thought of ocourae here where the Secretary of the
Treasury and all other persons of the government reslly

interested in the asucoess of the benk itself wonld be

looated, that they wonld surely locate here one of these
Regerve Banks. There is no question in the world that all

the facilities that you wounld want for sueh an institu-

tion would be here. All the protection that you wounld

e

: want for banking faollities would be supplied. And I

i bave felt that there ought to be no doubt in the minds of
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this Committee about locating a bank here.

The Leoretary of Agriculture: The Act provides thet the
digtricts shall be spportioned with due regard to the con-
venience and oustomary course of business. Does the ous-
tomary course of dbdusiness in the digtrict which has deen
outlined suggest Washington?

i r. lerner: It does, for the remson that Washington is
i the National gateway to the South, and tekes in --

The Secretary of Agrioulture: Ess business ounatomarily
! oome here to a rreater extent than to some other oity im
' tris proyosed district?

Ir. Larner: Blo, it has not.

The Seoretery of Agrioulture: The mere fact of being &

gateway, unless it is used in business ways, does not sug-

gest rmmoh.

¥r. larner: It would sesm to me that through Washington
thot nearly all the freight coming from the south passes,
and nearly all the trend of the business from the south to
the north, is through the e¢ity of Washington, and I believe !

that long since there would have been more dbusiness of the

B - s

charaocter whioch you have suggested, had it not been for

the disorimination ageinat the City of ¥ashington sometimes .
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in freicht rates and thinpgs of that kind. Certsinly we
i
have the business facilities here. ¥e have large and substen-

|
‘ !

. tiel banks here with large capitsl and surplus, and able
end competent to handle eny amount of business which can be |

: 1

" pleced in their hands, second to none of these cities sur- |

rounding us. They may not have &g much money, but we

have able financiers and men who have beer tremined in the

il
!

; business, and who have been trained in it for years, and

who sre carable of handling a bank of this kind, end cap-

s s gerrEs

able of handling sll the business whioch may be sent into

the ecity.

B

The Seoretsry of Agrioulture: Kave you thought of this dis

triot?

Lr. Lerner: I have to s certuin extent. I only saw the

et S 2

TUTRLLTRIE e

lines whioch were maked out a few deys gpo. I do not see
how you oan locates a Federsl Reserve Rank in Toston,
Liow York, Thiladelphia and Baltimore; one of thome cities

muast be left out. I 40 not think you would want one in

Philsdelphis and one in Baltimere too. You would herdly
want one in Fhilpdelphias, because it is so olose to FNew
York Oity.

The Seoretary of Agriculture: Eave yofl eny other reason,

aside from your patriotic intereat in Washington, that wounld

ISER
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lead you to think that Weshington ought to have the pre~ 3
ference over Raltimore or Fhiladelphis or Riohmond or some
other rlace? ;
Xr. lamer: That 48 my prime reasson, which I have al=-
reedy exrressed. I believe in the City of wesshington --
The Seoretery of Agriculture: You realize that we cannot
deal with it on any loocal or personsl or rurely local
patriotic besis. o
! Xr. lLarner: Well, I would not thinlk that would be altogethi
er erxcluded. i
The Sooretary of Agriculture: You see, we will meet
soversl thousand patriots in the course of this hearing in
the various patriotic commnities.
Er. Lsrner: Yes, but you will meet very few patriots who
i have nothing to say sbout thoir form of Government. This is
fi the only way we can talk about our loesl matters in this
i way. Ve have no vote and no other ripht; we are simply a
part of the government 1itself.
j The Secretary of the I'reasury: After all, though, the

eaonomioc considerations must be prevailinpg in matters of

this kind.

ir. Iarner;:; I think s0, of course.
!
4
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“he fecretary of the Tressury: /And pure sentiment can-

" not be ellowed to oontrol it.

Rar-rTnr.T

"

Lr. Larner: fNot altogether.

The loeoretary of the Treassury: Because if it did, we
would not be able to locate enough banks in the country.

¥r., Inrrer: I understand ttat, of course.

The Secretery of the Treasury: The very purposes of the
bl1ll would be defeated if we dealt with it on any other
rlan. Of course it is 8 very large snd inter-related prod-
lem, ond what is done with respect to this district, for
inatance, hes & boaring on every other district, esypecially
in thig part of the country; I moan the boundaries of
this district affeot every other distriot which is to be
created here. Tho result is that the Committee is bound to
adhere vory closely to the sconomio featurea of the problem,

and they have to be largely determinative, and the Aot so

providea.

Nr. larner: That is true.

The s:cretiﬁy of the Treasury: So that while we very
thoroughly understand and sympathize with the looal rride
which prompts every city, that it would like to be the hesd-

guartors of one of these banks, &t the seme time that local
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interest muat yield to the common good. The system itself

as a whole, is of primay consideration, and we must of

coursc establish that upon the soundest possible basis.
#r. isrner: In etating what I do in regard to my senti-

ments for the City of Washington, I do not abandon al-

tosother the arguzents made by the gentlemen who have rre-

oeded me, ir. Cingleton has‘given some very serious and

good recssons, and Mr. goﬁeo has gone into the economic

side of the question.

" The Seoretary of the Tressury: I understand you endorse

i 811 those viewa?

{ Er. larner: I erdorse all trose views, of course, erd

! am simply sdding to that the feeling we have here sbout

i the City of Washington, and I want that to have some in-

fluence, if possible, on the subject.

i The Seoretary of the Treasury: Does any other gentleman

desire to be hoard? Thnt seems to complete the list of

representatives submitted to the Committee. If sny one

| else desires to be heard, we will be glad to hear them.

STATEKENT OF MR. A. C. CLAPHAMN.

The Seoretary of the Treasury: JMr. Clsphem, do you de~

gi

|
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aire to rresent your views?
5‘ Lr. Clapham: Just a word.

The teoretary of the Treasury: Please state your full
name end business connection.

¥r. Clapham: A. C. Clapham, President of the Commercial

istional Bank. The cuestion that you ssked I'r. loXee

relative to the different accounts thet the benks in Wash-
ington had through this territory, I desire to refer to.

Ee roplied that they hed very few in their bank. The banks
that bave those accounts prinecipally, are the Ketropolitan,
Ripge, The American, the District Netionsl and The Commer-
cial.

! The Secretary of the Treasury: You mean reserve accounts?
Kr. Clepham: Reserve socounts. We have connectiona with

the territory, esreoislly through Virginia and West Vir-

Ty e

ginia, Rorth Carolina and Marylend. The members of

several of those banks are rresent. We have quite s mumber,
especially I suppose in Virginis, we have direct conneotion
daily with at least 70 per oent of the banking points; and a
great many through Iorth Csrolina. I have had, since this
guestioncame up, &8 great many letters from Horth Cerolinas

| and Virrinia stating that they hoped that Tsshington would
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" be designated as one ofAthe FPedersl Reserve Banks. We have
in xeserves from other benks in this territory, principally

+ tkrough Virginis and North Carolina, about & million and 8

‘ half of derosits.

Zho Seoretary of the Tressury: In your own bank?

i Xr. Clepbham: In our own bank. ir. Galliher of the Ameriocan
lletional Bank is here and could tell about that for his

ben¥s .

{  The Cecretary of the Treasury: e have all those statis-

{ tios from the Comptroller's report, of course.

i  Hr, Claphsm: Cne resson we think Washington would de

% well located for & bark and for one ~f the head banks,

§ better than in a territory where they were surrounded by
f sgrionltural territory, s Board ocould be sppointed here

i whioch would be thoroughly moquainted with the different

| indugtries throughout the territory that was outlined by
kr. UlcKkee, and a greater portion of the psper that would
want to be disoounted would come from the Sonthern terri-
tory, because they are larger borrowers than they are

through the northern part of the territory. Tske Pennayl-

vania and lew Jersey, as a rule they have money that they

loan in other torritories, and duy reper, rather than dow-
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row it, but the greatest borrowers would be through Vir-
. ginia 8nd Iorth Carolina. And ell the letters that we have
~ tad from the banks in thet territory esrecislly heve stated
. th:t for that resson "sshington was moro sccessible, and
: they preferred it to any other :lace, on acoount of its
faeoilities.
g The Sceretary cof the Troasury: And those people are pro-~
i ceeding upon thes assumption that they oould not get en egnal-
ly good faocility at Baltimore or Philsdelphis. Iiow would
not they be just as well served if there was a dranch here
; in Yashington, a3 if we hel a hesdcuarters bank here?

Lr. Clapham: I 40 not believe that you evar got the same
sorvioce end feoilities with 8 bresnch that you do with a
hesdquarters. I do0 not think that the people feecl ofien
that they get 1t. They feel better satisfied if they are
 dealing with a head than with an agent.

The Searetary of the Treasury: But suppose you want a
thousand dollars, and you get i1t from an agent inatead of

i from the head, do you not think it would go just as far,

. and you would be s® well satisfied with 1t?
i  Mr. Clapham: It would go just as far.

% The Seoretary of the Treasury: It gets back to those
mwamﬁﬁﬁmggpononio considerations we have been discussing. Tour
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arpgument is purely one of sentiment.

Er. Clapham: As far as that part s concerned, yes.

The Scoretary of the Tremasury: So I sey, it is the mctual !
faoility itaself whioh is the thing to be considered, and I
therefore want to get your view ss to whether or not this
imrediate contiguous territory of Virginis and Vest Vir-
ginis and Horth Carolina, would not be equally well served
if.you hed a branoch in Washington and the headguarters some
i other plaoce in the district, assuming this distriot were
oreated.
i ¥r. Claphem: I presume it would.
I The Seorotary of the Tressury: Of course the Reserve Bank
L itself is supposed to be eble to mssert its entire powsr
in 8 branch, if reguired.

Ur. Clapham: Certainly.
i The Secretary of the Treasury: So you would get through
the branch practically the same faoility?

?he Seoretery of Agriculture; Do you sgree that this

territory ought to be defined as suggested, in case a

E
% banl were loocated here?

[ p—

kir. Clarham: Yes.

i The Seoretary of Agriculture: To what extent would it
§
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be disturbing the oustomary course of business if Virginia,

! West Virginis, Ponnsylvania and Keryland were sttached to

TR R

Wehington? Does that come here now?

LT

¥r. Claybham: ¥ery little of Pemnsylvenia. That natur-
elly goes to Fhiladelphis. In defining that territory it
! was with the 1dea of putting in territory that would have

good mail facilities snd would resch the Reserve Bank,

anything mailed this evening would reech there some time
tomorrow, and with the assumption thet to have one in Philsde
phis snd one in New York would be too close together, snd

they would be on $he extreme end of one territory. If you

SRS il S TR R | e e

rut 1t in Philadelrhis you would have to extend this ter-
ritory away down here, 2nd mail sent this evening would not

reach there in time the next day, and very likely would not

get in until the following day.

|
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The Secretsry of the Treasury: You do not seem tonthink
thet Baltimore is on the map, in that statement?

ir. Clepham: Yes, sir, Bsltimore ~- yes, I realize
Baltimore is, but I -~ Baltimore has more commercial business
then Washington, but I bave studied the situation, end I
think that a Board in Washington could serve the interests
in Raltimore as well if not better then they could if they
were thsre, because & Board selected from Baltimore, they
have almost entirely one line ~-- one olsas of bueiness, and
very frequently a Roard in a place like Washington, who
are acquainted with diversified lines of business will act
more intelligently than were they scquainted or surrounded
by only one olass of business.

The Secretary of the Treasury: DBut, if the benk was in
Baltimore, the Board would rot be a Paltimore Board, solely?

KEr. Clapham: ZLargely.

The Seoretary of the Treasury: Oh, no. The directors
are chosen by the banks of the district, and they 4o not
have Bsltimore people -- would not be naturally under the
Aot -~ would not be a loocsl Board. It woudd be a distrist
Board, men representative of the district from various

rarts of the distriet, of ecourse. For instance, in sush’

BER

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




Digitized for FRAE

Federal Reserve

ER
http://fraser.stlougfed.org/

v Ad. C. Clapham 694

circunstances, “ashington woild undoubtedly havé repre-
sontation upon that Board. I only state that so you may
know what tho Aot means.

The Secretary of Agrioulture: You speek of Baltimore as
having meinly Just one place of business.

Mr. Clapham: I don't mean Just one olass, but i¢ is
principselly a wholesale oity -~ largely thet gné msnu-~
feoturing.

The Seoretary of Agrioculture: Do you happen to ¥now
whioch has the larger business with these soutkern atetes
that you spresk of, Washington or Richmond?

Mr. Clapham: Washington or Richmond®¥ Do you mean &8
far as bank deposits are conosrned?

The Secretary of Agriculture: Yos.

The Secoretary of the Treasury: And bank buginoss generally
is concerned.

Mr, Clapham: Well, I &o not think that I could answer that,
Riochmond, of ocourse, has never been 8 reserve city and
acoounts that are kept there are simply men leave them for
convenience. Bank sscounts in Richmond are uguslly
acounmlated trén state banks, and there are 8 gfeat neny

in North Carolina and Virginis.

ank of St. Louis
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The Secrotary of the Tressury: lNow, the hearing will be
ad Journod.
i Yr. Spunders: !lr, Secretary, msy I ssy a word?

b The 2ecretery of the Treesury: Yes.

STATEKENT OF WILLIAM HL SAUNDERS.

IR A e o

g

¥r, Saunders: I em 8 member of the Committee, Mr. Secre-

tary, tho Committee of the Wsshington Board of Trade.

3
-
o

Seoretary of Agrioculture: ¥e will be very glad to

Caanr-3= 200

. hear your views on this proposition.

¥r., faunders; + focretery, 1 feel that we should not
look upon this question, espeoially the honk in this
regional seotion, solely from an economice standroint or
standroint of expediency. The Capitol City is the official
kome of the Congress of the United States, the President
of the United States, the Cebinet, the Congress, the
Ambgssadors and Ministers of Foreign Governaents acoresdited
to the United States. They 21l have their officisl home here
It 18 the Capitol of the Hation, and if there is, in my

opinion, one city in the United States where the question

. of sentiment oounld oconsistently be regarded, it ia the
!
] Capitol of the United States. It eppesrs to me, Mr.
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Seoretary, without discouraring in the least the valune of
the establighment of this regionel bank in either of the
cities, or any of the three cities that have beern mentioned
here this morning, that the Capitol of the MNation, a city

thst 18 expanding as repidly ss Washington is, and with an

expanding country south of it, that would be & feeder to these
banks, and as Lr. Clapham bas truly seid where most of the
buginess naturally will come from, on socount of the easier
methods of handling securities in the section north of
this city, it seems to me that if there is one oity any-
where that sould de regarded from s sentimental standpoint,
without having tho sestion in which this regional dbank is
to be catablished suffer in eny regerd, {and it seems to
me that the feoilities of this oity are sveh that s
regional benk sonld be established here =2nd fthe business
handled all right) it seems to me tmt if there is one place
where sentiment econld be regarded and where we should
esteblish in the pgreat Capitol of the greatest Hation on the
earth a regional bank, I fecl that this is the oity for that
purpose.

The Seoretary of Agrioulture: Suppose the present aourase

of trade ran counter to that sentiment, and suprose that

Federal Reserve Bank of St. Louis
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the bankers generally throuch this seation preferred to do
business throuvg: some other centre, then to whet extent would
you let thct sentiment negative your consideration?

«r. Ssunders: #%ell, sir, I would weigh the two in the
balance, and if they wers practiocslly even, I should give
the sdvantage to Washington City. I will go further than
thot, sir, snd sey thet if such a ocondition were not.over—
rovering abvsolutely as agsinst Washington, I would feel like
giving the dcoision in favor of Washington City. It is the
Capitol, and it would appear to me, sir -- gentlemen, to
be belittling the Cspitol of this great Nation if we passed
it by and made it a branch loeation for the regional bank
of this section.

The feoretary offgricultore: Of course, you understand
that the Federal Reserve Board is to be here?

The Secretary of the Treasury: The supreme authority.

The Seoretary of Agriculture: The supreme authority.

lr. Seundere: I understend that, sir.

The Secretsry of Agrioculture: FKow, some might say that it
is doubling up & bit to yput two here. Some cities might
think that Weshington has & good desl of the Government.

¥r. Seunders: I think that is & charge, sir, that could
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not be very well sustaine! from s commercisl standpoint,

and from a sentimentsl standroint, neturally, the City of
waghington would be the official location for the Board,
and I feel that those two cuestions shonld not be entered
topether. They prodably would ve asdvanced, but they should

not be considerecd.

The Secrctary of the Treasury: Thank you.
STATEYRENT CF JOEN POOLE

ire. Poole: I am Proesident of the FPederal Igtional Bank.
Er. Sooretary, 1 4id not expeol to appear bofore you, excert
just 88 one of the hearers, but a number of guestions have
been put to the gentlomon who preceded me, whioch I presume
sre importent, otherwise they would rot have been put. It
does not occur to me that they bave all beon clearly snswered
gnd I do not know thet I am competent to give you the exact
informetion that you want, dut ¥r. Clarham was ssked if he
Inew in a somparative way whether Washington served the
south better than Riohmond 414, or whether Richmond merved
the south better thsn Fsshington. In respect to that, I
should say that the aggregate benk deposits with Richmond
Borks is far greaéar than that with Veshington dbanks, but

Federal Reserve Bank of St. Louis
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 territory south of Virginia, wheress, Washington serves

" undoubtedly to a very muoh greater extent than Richmond

" in this way: "Can you imagine to what extent the natural
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2ichmond probably servea the gtste nore then it docs the

Virginia, lorth and 2outh Carolins, and Ceorge snd Florida,

and even many Tennessee banks, some Yentuoky banks snd

doea. The ouestion was put, I think to lr., Clapham somewhat i

trond of business wotld be affected, if Vest Virginis had to
opo;ate with a Federal Reserve Bank in Washington?" I
thirk it is very olear to 8ll uf us that with the maximum numb
of twelve Poderal Reserve Banks in the whole Tnited States,
that at least s number of brench banks will have to be
established, in order to keep from affecting the natural
trend of business. In other worda, that 1f Washington were
made the Fédersl Reserve City for a district comprising Weet
Virginia, and West Virginis on account of the failure of

the Federasl Reserve Board to establish branoh banks, one

of which might be more oonvenient to the most of the West
Virginia points than the msin benk at Weshington would,
naturally it would disturb the usual oourse of business with
those West Virginis banke; but we asaume that if Weshington
is to be the Federsl Reserve oity for this distriet in

ER

er
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which West Virginis is inoluded, that & branch bank would

be established at some convenient point in Vest Virginis,
Just the pame 28 we would assume that Weshington weunld have
2 branch bank 1f we were not fortunste enough to get the
Federsl Reserve Bank here. So that business could be very .
mmech more conveniently handled throurh the brench bank at
Weshirgton than 4t would be if we had to deal with the hesd
bank at Baltimore, Philadelphia or Richmond, wherever it

;t might be looated.

PR

The Jeorétary of the Treasury: The chief dislocation
would come in Fennsylvania, would it not -- esstern Pem-
sylvania?

Lr. Foole: Well, eastern Pennsylvania --

The Seoretary of the Tregsury: Whioch has practieally
i 1ittle intercourse, I presume, of the character contenm-

! plated by this bill, with Washington.
| Mr. Poole: Very little, ver: 1little.

{
% The Seoretsry of the Tressury: And Neryland very mmoh

the same way, is it not?

f ¥r. Poole: Oh, yes, thet is very true of Uasyylend as we11.i

| The Secratary of tho Tressury: South Jersey?

; Er. Poole: Really the dbusineas that naturally comes hore
ﬁ
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.~ now is southeast, south end southwest.
The Soorotary of the Tressury: Irecisely. KLow, in leying |
out this distriet, what have you had in your mind as the
total nunber of Reserve Banks in the country?
Xr. Yoole: Well, I should say to best serve the interests,
" {twelve.
The Seocretary of the Treasury: TYou do not regard the
: strength of the dbanks then as suoh --
Er. Poole: I do. I 8till think that you oan get the
strength that you want.
i The Seoretary of the Treasury: With twelve banks?
Kr. Poole: Yes, sir.
The Socretary of the Tressury: Eave you studied the
{ groblem -- I presume you have from what you say, snd that
you tave in mind some tentetive arrangement of the scountry
i into distriots.
! Kr. Poole: I have in my own mind. I have not subpitted
j that to the somnittee of which I was a member, the Clearing
ﬁ Hougse Committee. I had in my own mind e divisioh of ten.

% The Seoretary of the Tressury: Where would you put them,

| atarting in at the northeast? |

N |
' Lre Yool e: I took the lew England States, snd placed the !
¢
i

!
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part of New Jersey, imto lew York City.

The Zeoretary of the Treasury: You mean the State of HNew
York, of course?

ir. Zoole: The ltate of lew York, snd the northern part
of llew Jersey in llew York City, sssuming that Philadelphia,
at least, and possibly Baltimore, on sgcount of there being
three larze oities so close to ono cnother, that thet
territory would have to go south, unless, possibly, Fhila-
delphia came into the lew York territory; but my second
distriot would have bcen Few York State snd probably the
Lorthern part of liew Jersey, with the third distriot as

heretofore ontlined; the fourth distriot covering South

Caroling, Georg@a. Florida, Alabama, Tennessee snd Kentucky.

How, I vmay have to refer to --

The Secretsry of the Treasury: There is & map in front
of you there.

¥r. Foole: -- my paper in my pocket, in order to get the
rest of 1t.

The Booretafy of the Treasury: Where would you put the
benk for that lest distriot demcribed?

¥r. Poole: At Atlenta.

The Eooretary of the Tressury: 7You would have Kentucky

.org/
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transsotions -- now take Louisville, for instance, would you
have thet go to Atlanta?

r. To~le: NNo, I should think that Lomisville would
naturally have s very important branoh dbank.

The Seoretory of the Treesury: Yes, bdbut I mean to say
that exchanges would have to be southward, to Atlesnta?

ir. Toole: Yes.

The Seoretery of the Treasury: You would bave Louisville
come to Atlenta?

¥r. Toole: I 414 not tmke the cities. I took them more
with reapeo€ to state doundaries. Of course, you might take

Kentucky and divide that state,

The Seoretary of the Treesury: Would you not do a good desl
of violenoce to the normal oourse of business and exchanges

by that arrangement?

ST L e, T

¥r. FPoole: I 40 not know that you would, through the

establishment of a proper mumber of branch hanks.

The Secretary of the Treasury: Yes, but o it stonds
todsy, Louisville does very little business, I imsgine,

with Atlants, does it not? Atlante is not even a reserve

Oit}’-

e S ETA TR L

Ur. 7oole: That is very true. Well, you know it isg

R

http://fraser.stlouisfei.org/

Digitized for FRASE@E
Federal Reserve Bahk of St. Louis




v John Tode 704

zmore then likely, I think, that & good bit of violence
will be done anyhow.
The Secretary of the Tressury: Let vs try to do the
. minimun gmount.
i{r. Poole: Then we have to cover this whole territory
with a maximun of twelge banks, there must of necessity --
| The Seoretary of the Treasury: You have 2 minimum of
- elght and a8 maximum of twelve.
Xr. Toole;: T gay with a maximum of twelve.
; The Seoretary of the Tressury: I ssy you dn not have to
; tave twelve.
© ir. Poole: Mo, but that is the most.
§ The Secrectary of Agriculture: He is euggesting ten.
Ur. Foole: That is the most. If you take the greatest
' nunber whioh we arc permitted to have, snd sttempt to divide
i tkis United Statcs into s district of twelve, we will do some
violenoco.
,  The Seoretery of the Ireasury: low, I em just making the

point, however, that that being not compulsory, we do not
bave to consider,that, so thet in dealing with the problem

T S A e

: within the powers of the Committee to do the minimmm of

; violence, we would say, where would you put Jouisville, for

b
£
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instance?

Kr. :ocle: You would do the minimum of violence with the

' maximun number of banks, would you not?

The Seoretery of the Trossury: Thet is the question ws

. agk you.,

Kr. focle: I would say it would rovert that way. I would

have Louisville in that fourth distrioct.

Zhe Faeoretary of the Treasury: Where else would you put
them?

Kr. Yoole: Lr. Seoretary, I of course have not given as

much congideration to other sectiong €3 I have to the

section in whioh Washington will of course, he located.

The Ceoretary of Agriounlture: What would you do with
wegtern Pennsylvanla?‘

Kr. Poole: Well, western Pennsylvenia, that is hard to
toll., I have it here in the 6hioago district,

The Secretary of the Tressury: I assume from that you
would have Ohio and Indiana both in Chicago?

Mr. Toole: Ohioc, Indians, western Fennsylwania, Hichigan,

possidly Illinois ~- well, of course, Illinois, Wisconsin

and i¥lnnesota.

The Scoretary of the Tressury: How large s bank would

ed.org/
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that oreete?
Ir, Focle: Creste a bvank of 2357,000,000. That &3 the
capitel of the banks in that territory, $357,000,000.
The Seoretary of the Treasury: You meesn s surplus or
( carital?
lir. 1oole: Oslital and surplus, and if they fully sud-
soridve, 8ll went into the system, there would be a bank there
with sbout ¢$22,000,000 of carital.
The Seoretary of Agriculture: Six per cent?
iir. Yoole: G8ix rer cent, yes, sir. That is not taking
into considerstion the state insgtitutions.

The Secretary of the Tressury: How mumeh would you leave

ST B e s e ems -

for tho reat of the country then west of the ilisgissippi? 1

mean the remainder, west of the lississippi? -
| Mr. Poole: On s basis of ten, that wounld leave five more
| distriots, twelve, seven more.

The Secretery of the Treasury: ¥Where would you put the
five? You are proceeding on the ten assumption now.

¥r. Poole; On the ten, yes, sir.

The Secretary of the Treasury: ®hers would you rut the
i other five?

Er. Poole: St. Louis.
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The Jeoretary of the Treassury: Whet territory would you
«=brace there?
Er. Poole: Iowa, Missouri, Kansss and lebrasks.
The Secretary of the Tressury: wWhat kind of a bank would
you give?.
Kr. TPoole: $8,000,000 of cepital in the national banks
: alone. 0O f oourse, if I were wrcking thig out and you
gentlemen were working it out, naturally you would disregerd
state lines snd get a better distritmtion of territory. This
i is exoceedingly roughl
The Secretary of Agriculture: ¥Whet other cities?

O

Y¥r., Yoole: Hew Orieans, Denver.

The Seoretary of the Treasury: #hat would you inelude

now in the New Orleans territory?

LT X

Hr.’Poole: Missipsippi, Louisisne, Arkensas, Oklahomas,

Texss, exocept prodably the northwestern pert of Texas.

The Seoretary of the Treasury: Eow much would you get
there in the way of oapitalization for a Heserve Bank?

Lir. Poole: That runs adout 10,000,000,

The Secretary of the Tressury: nga not the normal course
of commercial exchanges mnd business -- I mean banking

exchanges and business in that territory go between St.
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Louis end ¥Yensas City, and Texas, Oklahoma and Arkansas,
rather than Lew Orlesns*®

fg r. toole: Yes.

The Seoretary of the Treasury: That wovld involve very

;asrionaly the re-loocation of the normal course there, would

it not, to attempt to send it to Ilew Orleans?

Kr., foole: Whish would have to be taken care of, I should

say, through the medium of a number of branch banks.

How, where elsc would you

The Seoretary of the Treasury:

go?
lir, roole: To Denver.

| The Sescretsry of the Treasury: What would you attach to

Denver?

¥r. Poole: I ran out of my sochedule down sbout there.

: I have 2 1ot of figures that are not compiled on this sheet!
but as to the oities, Denver, then Seattle or Fortlani and
San Franoisgo.

The Seoretary of the Tressury: Jeattle or Fortland. Dia
you figure what power those banks would have?

Kr. Foole: ¥ell, Sen Franocisco would bde quite sn impor-

tant bank.
The Secretary of the Treasury: ¥het would you tske in
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in the way of territory for Sen Frencigco?

Lr. Foole: Well, that would take in, say Nevada and

California, with Utah, Arigons, Hew Mexico and Colorado and

Wyonminr into Denver. Hontans, Idaho, Oregpon and Vashington

L

intc eitker Seattle or Fortlend,
The Secretery of the Tressury: Well, in those laast two
distriots you wounld get & very small bvanking power, would

you not? Could you get the minimum capitalization recuired

$ILT RTINS e S e s

by the Aot?
Lre. 700le: I think you could get the minimum out of the

naetiongl bank capital.

The Secretery of the Tressury! Have you fignred that?

ire Toole: I have, but I find they are not here. I
figured ell of these before I rut them down,

The Seoretsary of Agrioculfure: Would you objest to ocom-
rloting thet and let us have 1t%

Ur. Poole: I will be very gled to do it.

The Seoretary of the Treasury: We will mark it as an
exhibit to your testimony. liske e note ¢f the feot, Xr.
ctenographer, that will be done. Thank you, Mr. Foole.

Does anyone else desire to be heard?
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{Ro resronse.)
The Secretary of the Treasury: We will tske en adjourm-

ment to £:30 o'oclock.

Whereupon, at 11:45 o'oclock A. . 8 recess was taken

until £:30 o'oelock P. M,

.org/
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i The Seoretary of the Treasury: Gentlemen, T believe

i that you are to tell us about the sdventages of Raltimore

% a8 tkte hesdquarters for one of the Reserve Banks. I may say
l in this conneotion that the problen whick the Committee is
occnsidering now is the division of the country into not
 more than twelve end not less than eight districts, and

the location of a headquarters in each district for s

i Reserve Bamk. You understand, of course, that the law pro-
' vides that there may be brench banks as well as in thesc dis-

triets. ¥e desire to nddress ourselves to those particular

% questions, and in doing that we find that it is much more
i convenient in the availabdle time at the disposal of the
Committee to elicit the information we recuire by ques-
tinops: and we should like you to cdnfine yoursclves as
auch as possible, to the immediate prodlems before us.

As you of ocourse understand, this is e very large
economic problem; it is ome which has {0 be deslt with
in a national and not a loecal sense; and while we want to
give the oclaims of wvery ocity due consideration, st the
same timo it is rnot a purely loosl guestion, by any manner
of means.

How, we understand of course, very thoroughly,

Bal timore's commercisl adventages, i1¢s8 geograrhis posi-
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tion, ond we sre quite familiar with that particularly,

%and algo its transyortation facilities. But we d0 want to
?be informed about the normsl courses of oxchange and busi-
éneas, end the territory which 3Jsltimore serves, more partiou-
glerly in the matter of benking facilities 2nd trade and indus-
gtry end commerce.

%E We have submitted to us here a list of gentlemen who
|

édeaire to be heard on this subjecet, the first of whom is
{

ikr. Lewoomeyr. Ve should be very glad to have you teke the
f

'ohair, Mr. Newcomer, snd if you will be good cenough to be

{seated, we will hear fromyou.
STATEMFNT OF MR. WALDO REVCOMER.

| kr. liewoomer: I am president of the Netional Exchange
iﬁank of Bsltimore. Mr. Secretary, we have to come to point
out to you why, in our opinion, Beltimore is tho logicel
snd proper place to locate one of these regional Reserve
!Banhs. We have brought s small delegation with ue. It
would have been just as essy to have brourht 100 or 16O

with us, but we have gone on the assumption that ydu gentle-
men do not want anything of that desoription

.org/
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but that what you wish 18 a statement, as conecise as possi-

ble, and the reesons why we think that Boltimore ia the

proper place for the location of & bank to take care of a
certain ressonably well defined distriet of the country.

It may not be guite B0 evident as the foot that

e et e 6 =t

-
. S

Baltimore wants it, to say that the regior with which we

g e

ero desling, end which we consider necessarily tridutary

L

to Baltimore, also wishes Baltimore selected. We could

have convinced yon of that possidly by having s lot! of let-
ters and telegrams sent to you, but we did not think you
wanted that, snd we thought we were relieving you of the
task of oonsidering all those. We have had 2 large numb-
er of lettors sent to us, snd within as brief a time as

ons weok spo today we sent out letters asking the dif-
forent banks sni merchants in the south whether they sared
to expresas a preference to Baltimore or not. We have with
us, actuslly filed with our secretzry, some 1050 letters,
which are entirely irrespective of a very lsrge number re-
ceived by various banks whioh have not been sent to the
Secretary of the smsociation, and which I presonally know
amount to four or five hundred more, and they are ooming in

gt the rate of about 100 to 150 & day still. I just want
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| to mention the faot, which I think is inberesting, that

of the 1052 letters filed with the secretary of the gsso-

ciation, 752 expresped a2 decided preference for Balti-
' more as their first choice, and 280 more said that they

have comuitted themsplives to some town in their locality

rresumably for patriotic recgons, and 1f they could not

S RERINE ot

get 1t therc, thoy would like to see it at Baltimore.

The Secretary of the Treasury: Vhrt was the question you
submitted to these banks?

Er. Kewcomer: Ve submitted the question about as I stated
it. Of course the letters went out, nome from each of the
banks, end they were independent letters, and I have not
; seen them all. ,

The Seoretrry of the Tressury: Have you a copy of the let-

ter, so you can file it?

¥r. Rewoomer: I ocan send you one from home. I &0 not
know whether the seoretsry has & copy with him or not. 1If
not, we can essily send you one by tomorrow's mall.

The Seoretary of the Treasury: I do not grasp yet the
significance of these replies, because I do not know exaotly
what was ssked in the letters. Did you desoribe any given

digtriet in whioch Baltimore was to be the ocenter?
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i lr. lLewcomer: ULo.

The 3ecretary of the Treasury: Wes thst the basis of the

letter?

Ir. Licwoomer: Cur ¢uestion wes sudbstentislly this:

Baltimore is an applioant for one of those regionsl Re-

gerve Penks. Would you kindly state whether in your section |

of the territory Baltimore would be your first choice or

not, and if not your first choice, would you say whether it

~ would be your second. It was only in that way, as
gotting & line on what they thought of us. I wanted to

! £ind out myself whether the merchants and the banks as

well, say through liorth and South Carolins and Georgia

and Virginies and Weagt Virginia, felt that they wanted
Baltimore or whether they were going to say No, shat they
thought Atlanta or Charleston or Columbis was a better
plsce. And I thought these letters were remsrkably unani-
mous, such 8 large number msking it abasolutely their

first ohoice, and 81l the rest saying we wers their second
choice. There were possidly twenty or thirty ;hioh ex~
pressed s preference for some other scity, but they were so

szell in anumber that I 4id not consider them of muoh im-

T

portance,

The Scoretory of Agrioculture: 720 whom did you send these
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letteras?

Kr. Lewoomer: They were sent by verious banks, one to
each of their correspondents, and dy a number of merchants
to their oustomers who deal with them, or who desl in Balti-
more.

The argument will come out a little better in a parper
whioch I will read to you in s moment. We have reduoced
the whole of our argument and presentation of the cease
to this very brief typewritten statement, and T would like
very muoh to reed it to you, with your permission, end
at the close you will find several points in it that are
referred to and rnot developedat gll. There are some sta-
tistics which will also be filed with it as exhibits. On
the two or three points that I speoificelly mentioned, some
of these gentlemen here who sre particularly well posted
in that adirection, would be glad to speak for s few moments,
if you would care to hear them., That is not going outside
of tho lines you have indicated., We have had to'rix the
lines that we supposed would bve followed, without full

knowledge.
Thig is sddressed to the Committee:

R
d.org/
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: REGIOHNAL RESERVE BAFE AT BALTIMORE,.
; To the Committee on Organizetion
: of Reglonal Reserve Banks,

Gentlemen:

In the selection of sites for Regional Reserve

Benks, we assume that you will be largely governed by the

2 g

following considerations:

First: Thet these banks be s80o located 8 to fecili-

e, 2

tate, rather than to disturd unnecessarily the normal es-

tsblished oustom snd trend of existing commerocial bvanking

activities.

Second: That they be located in clties which are, so
fer as poosidle, both in fact 2nd in popular gnd historioe
oconception, the naturasl geographical anmd commercisl capi-
tels of each regional ares.

Third: That they be 50 rlaced ag most satisfactorily
to give sach chosen region the most effective relief from
the objeotionsble conditions of the o0ld order and most satis-
factorily serve the lrrgeat number under the new order.

We 40 not durden you, therefore, with any sccount of
Baltimore's history or greatness, present or future. We

| believe that the logle of the situstion and the necessities
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of the cane, if this now law im to have the best rosults,

., make Baltimore & natural and desirsble selection, regard-

|

loessaf PBaltimore's ambition in the matter.

Ve are convinced that Baltimore is the natural loca-
tion of one of these great banks, by reason of her geograph-
icsl, ocommercisl end financial importance in the large terri-
tory where the grester part of her trede lies, and for which
territory she has, for many years, been the recognized

comaerocial capitol. Thias position is due largely to the

. well known economic law, that trade, like the wind and oth-

er natursl phenomena, invarisdly follows the line of least
resistance., Unless diverted by arbitrary, artificial
meang, the financial trend of trade must follow these same
lines. This is sae inevitable as the law of gravity. This
line of leazst remistance has, therefore, concentrated in
and through Baltimore, & very large part of the regular
ocomaercisl, banking and oredit activity of the great south-
east. As this large section by long usage is acounatomed
to regard Baltimore as its financisl centre -- and commerce
and banking are adjusted to this condition -- 1t would b3
an economic mistake to disturd it, We submit thet; 1if

a vote could be taken of 211 the commercial and benking in-

.org/
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siitutions throughout this area, their choice, aside from
the natural pride of other ocities ambitious to have a bank,
would be Baltimore.

The Ceoretery of the Tressury: Pardon me for interrupt-
ing you again, but I think the force of your srgument
would be greater if we knew Just which distriot you con-
template. Have you a mep on which you have described the
distriot you think Baltimore should be made the center of?

Nr. Lewoomer: I oan mention it by stetes, in this way =--

The Seoretary of the Treasury: Yes.

Kp. l'ewcomer:; Of course this is very rough, as too much
deperds on somo other oities, of course. ¥When you come to
work this out you may not follow state lines, &s the law
givea . you the privilege of doing, end the only way we can
outline it is to mention the states with the underatanding
that you may find it better to out out certain aounties
or divisions of ocertain of these statea.

The Seoretary of the Treasury: Ve just want to know
generally.

Kr. lewcomer: Yes. This is to s gertain extent my own
personal opinion, and not representative of the City of

Beltimore. I would say it would cover lMsrylend, Delas-

d.org/
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fg ware, the Distriet of Columbia, possibly seme of the lower
! ecunties ef Pennsylvania, Virginia, West Virginia with
| the possidle exception again of some of the western part
| of West Virginia, North camiiua, SBowth Carolina, Georgia,
E Florida, and possidbly a part of Alabama. Is that distinet
enough te ghow yc;u the ideoa? “
The Becretary of the Treasury: That is distinct enough
for the purpose. By the way, have you made any figures of
the smount of deposits and so forth?
My. Newcomer: Yes, the seoretary has it all as part eof
the exhibits.
The Seoretary of the Treasury: As part of your exhibits?
Mr, Newocomer: Yes. The question of the way thess peo~
ple would vote is measurably indicated by the hundreds
of letters from business houses and banks, which are to
be filed with your Committee.

In respect to her location and transpertation facili-
ties, Baltimore is unique among the Eastern and Southern
cities in the country. Preight rates are prime fasters in
the purchase and sale of commoedities, and in shaping the
normal flow of true‘., Therefore, any commercial or manu=-

faoturing centre enjoying the mdvantsges of freight rates
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e

lower than those sstaklished for competitors in common

markets, is naturally, dy force of this fast alene, better

i able to supply the requirements of & given section along the
Z.

| natural lines of least resistance. Thess lower rates are
granted Baltimore, not arbitrarily, but by virtue of her

pesition at the spex of that favoring curve of the Atlantie

t

v

Coastwhich reduces to a material extent, the distance to
and fron other Rastera ports.

s The fact that Baltimere is the natural, normal eom-
mercial center eof this area, is shown by the acoompanying
comparison of first elu; freight rates from Bosten, New

| York, Philadelphia and Baltimore, to the principal peints
in the West, South and Southwest. The accompanying draw-
ing (Part of Exhidit A) further visualiszes Baltimore's
transportation facilities, and inevitable growth as a ship-
ping center, especially with respect to its future connect-
ion with the Panssa Canal. By reason of Baltimore's
sharply oompeting rail and water routea and combinations
|of the same, large movements of iron ore are frem Cuba and
'Spain, fertiliser materials from the mouth sand abroad, fruit
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i of Baltimore for distribution to the great Middle Veat.
{ Trem this latter regien, a large volume of corn, wheat, eats,
| and manufactures is routed through Baltimore for export.

. Als0 large volumes of coal from Western Maryland and West
Virginia, Baltimore new exports more coal than any of the
sesaboard cities to the north of her, and all this business

is largely finsnced through Baltimore,

Moreover, inasmuch as a regional reserve bank is
expected to deal in foreign exchange, we consider it
vastly important that such a bank ghould be located at the
port in which this exchange originates, and threugh which
it comes,

Ve have some figures also in exhidits, showing
the amount of foreign exchange handled through Baltimore
in a yoar, and 1t has deen astonishing to us.

The Becretsry of the Ireagury: Wouldyou like to elabor-
ate that argument at this point, or do it later?

Mr. !nconor; I would prefer Mr. Ingall to go into that
as ho has the figures and the details, and I have net gone
into it.

As to the Bouthern Region, with vhich Baltimore so
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;  transportation facilities may be cited in the case of a

firm whose heme office and factory is located in Atlanta.

This firam studied the tranaportation situation for mere

than a year before locating a north eastern “ranch in Balti-
more. This Baltimore branch of a Georgia house regularly

“ ships its products to Savannah, The all rail and rail and
water territory of its Baltimore Branch extends Southward
close to the Bouth Carolina line. Baltimore is thus the
natural center of the lines of least resistance in the mat-
ter of advantage in transportation and commercial distribu-
tion.

Baltimore's natural trade territory includes the Bouth
ern tier of counties in Pe nsylvania, 'the States of Dela-
ware, Maryland, Virginia, West Virginis, North and South
Cxr olina, Georgis, Florida, Alabama and the District ef
Columbia. PFrom this territory, excepting only Florida,
Southern Gsorgia and Bouthern Alabama, the malls, for the
most part, reach Baltimore in time for attention en the day
following their despatch. VWithin this area, the astivi-

’ ties of its people are widely diversified among agricule

tural, mining, manufacturing, lumber, and aquatic indus-
tries, which is a sonsideration of the first importance
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in the constant, even movement of money and oredit. The

?
|
ii value of agricultural products, such as cotton, corn and

live stock in the south, is growing enormously, and its

%; financial needs cover & petiod of mord than nine moenths,
owing to the great trucking interests slong the Atlantie
8eaboard from Baltimore to Key West. MNoreover, ths indus-
trial and oommercisl development in this large territory has
Just commenced. Accompanying this brief are summarised
statistios of Baltimore's trade, domestic and foreign.

Just as Baltimore, beocsuss of the great sconomic law
that trade moves along the natural lines of lea_ut resis~
tance, is the commercial capital of this area, so alse,
her financial influence should and will dominate, unless
disturbed artificially or arbitrarily. It is well to
remember that, while banking statistics indicate that at a
glven time the banking institutions included in the area
mentioned, report only certain dbalances in Baltimore, the
figures in no wise reflect the possidilities or desires of
depositing banks, but rather their necessities under the
present system, which is wholly artificial and unfair. Only
a fraction of the bdusiness from interior banks sesking
Baltimore for liquidation is actuslly drawn upen by check
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is transferred by the Baltimore benks to the reserve agents
in llew York, or interjor banks. In this was about three

; million ($3,000,000) dollers dsily is transferred from Ralti-
ﬁ more to liew York. Under tho new law these funds, once

| reaching Baltimore, their nstursl destinstion, will remain

| there subjeat to direct oheck, which will be par the country
over. From these funds, in the place of their natural lodg-
v ment, a regional reserve bank will be abdble to meet the de-

| mands of its distriot memdbershir. In other words: Kow that

the barriers to the free and independent movement of money

. and oredit slong the natural lines of commerce have boen
removed and conditiongy artifioally oreated oan no longer
hamper communities highly favored as to locslity and commer-
| oial relations, Baltimore banking statistics will berin more
truly to reflect the volume of its monetary and oredit
transaotions.

Whan we say that Baltimore hss suffered as a finan-
oial center on sccount of the present aystem of banking,
we mesn thgt the whole territory naturally tridutary to

Baltimore hag likewise suffered -~ as a matter of fast toa

greater extent than Bsltimore - for while Bsltimore has

é logt some of this business, the whole territory has deon
§
g
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restrioted in growth, development and msterisl welfare.

It is well known that the underlying securities of
8 large number of steam railroads, coporations and publie
utilities, now firanoed in New York, were originally finano-

ed in Bsltimore. The present bdanking system, in sttrascting

' reserves to Hew York, has sentered at that point et the

exponge of the rest of the count;y the finansial resources

! .
! of other soctiongs. This bas been particularly true of the

Today there sre & great many induastrial conserns

throughout this southern territory, whose securities are

just as safe as any similsr seocurities handled in Rew York,
but upon which Few York banks will not grent ocredits, so

that for fifteen or twenty years, the resecrves of this

i seotion have been drawn to Hew York and the local needs

have not been taken ocare of, by resson of the artifieial

and srbitrary banking conditions.
Keither 40 the Clearing House transactions indicate

tho volume of business done by Baltimore throughout her
trade territory, snd for this resson: A merchant in
Baltimore will receive cohecka for goods bought and the bank

{n Baltimore will send them to its ocorrespondent in zay,

R
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Charlotte, K. G. In romitting, the Charlotte Bank will

| send to & Baltimore Bank its oheck on Kew York. These funds

dc not go througk the Clearing Eouse st 81l. The total of
this is large.

Lo showing the banking resources of this regzionsl area,
| we oepll your attention to the sttached tnbles, msrked A, B
and €, whioh speak for themselves.

The annexed table, Lorked "D", we believe, fairly {llu~
minates the established oustom and trend of business in
this genersl section, developed by the present system of
bank reserves and cheoking accounts. It also indicates
what Baltimore's influence will be slong the lines of least
resistance when she is unhempered by the present system,
which makes the reserve cities merely financisl way sta-
tions to Hew York.

On the acoompanying map you will find areas outlined,
ghowing the numberiof hours required for express and mail
matter to reach Baltimore from the various points. These
separate areas follow the state lines, but as the bound-
aries of regionsl reserve districis are not necessarily
co-terminons with the.atate linose, any distriot hgving Balti-

more 88 its Iinaqciai center might well inolude Delaware,
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i and the Southern ocounties of Pennsylvenia, to which Belti-

| more is imuediatoly adjacent snd with which it does a larce
» and ineressing volume of business.

| In conclusion, we respectfully submit thet Baltimore

1 is not asking for s regionsl bank ss s matter of oity ambi-
% tion. 7This new law, upon which the future of the country so
: groatly depends, calls for hearty co~operation. 3Baltimore

| will give this, whatever your desimion. But, if the law is
to suococeed, it should recognize normal commercisl develop-
ments ¢long the lines of least resistance, end these cer-

J tainly point to Baltimore. Horeovor, it is of gréat impor-
tance that these banks should promptly secure public confi-
dence. A regional bank in a benking locality thoroughly
faniliar with the trade and oredit needs and conditions of
its reople, will not only meke for cuick yrublic confidenoce,
but will preatly aid in the sdministration of the bank.

The intimate, importent end long estedblished relations
exinsting between benks and the people of communities they
servae, should be kept in mind in your seleotion of sites.
Loreover, it is not e;yiroly fanoiful to say that the select-
!

fon of & community with en old end well estevlished reputa- |

tion for oaroful Qnduoonaervative banking, will helr to
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beget pudlio confidence in the new system. Our geographic-
al location, our existing and growing commercisl needs
end relations, our large foreign trade, our knowledge of

the needs snd the condition of the people in the terri-

tory, our standing ss a banking oity, our present financial
status snd our ability to serve s growing section, all

Justify us in believing that you will seleot Baltimore as

e ez T e

. the site of one of these Regionsl Reserve Besnks.
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Nr, Newcomer: MNr. Beorstary, that is the whole of our
written statement, sir, with the exhibits that go inm with it.
n;:;, we reslige that it is perfectly simple for a person
to say that the proper place for the establishment of =
bank is in a given locality, and 1';o select a place nesar
‘the centre of that locality. It is, of course, nearer then
any place on the edge can poasibly be to some of the outlying
distriots, but it seems to us that a place so situated is
not necessarily central, when you consider the facilities
of reaching back and forth and communicating with it.
Therefore in this paper we have lald soms stress on the
acocessibility of Baltimore, from all parts of this gountry,
and if you would hear Mr, Gibbs for & moment on that
question ==

The BSsorstary ef the Trusury; I should like to ask you a
few questions now. I should like to know better what
division of the country, that is how many regional banks
you had in your mind when you selected this territery for
Baltimore. You had to have some asaumption in making that
division.

Xr., Newcomsr: Speaking entirely personally, sir, I want

.t the thing with a preconceived notion that eight was

Uf St. Louis
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best; that the smaller you kept it the better, and I have
undertaken to divide the country and I have drawn lines
over maps, and I have finally come to the conclusion that
eight is prastically an impracticable scheme, particularly
in view of the faoct that {t seems éo me it is going to dbe
necessary to locate a numbsr of theses banks sast of the
Mississippl River. According to the 1list, as I sketched it
out, it is almoat necessary to have probadbly four or five
of them east of the Missiasippi River.

The Beoretary of the rreuury; How, what oities did you
sslect, and what number do you consider to be the most
desiradble, from your study?

Mr, !otconor; I shoudd say, sir, that I think «= it seoms
to me it will be necessary to have ene in Boston and one in
Hew York.

The Seoretary of the Treasury: As you go along, state
what territory you would have contiguous to these cgities.
Mr, lewcomor; The difficulty of attempting to do that,
sir, 1s that when I get much away from our own place, I am
g0 unfamiliar with the oconditiona that I am afraid I will

put in states that perhaps have little banking power or
have too much of one kind of industry. I have not the

rg/
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| Xnowledge of all the different parts of the country. You

get that from the information laid before you.
| The Becretary of the Treasury: At the same time, you have
made gertain assumptions and we would like to know what

those are.

Kr. Newgomer: I will try to do so, but when I get west, I

am entirely at sea. I know nothing ahbout it, except that

there is an immense territory you will have to divide up.

I should say Boston can certainly take care of practically
the entire New England distriet. You might'possibly include
part of the northern part of New York State. New Yerk
certainly can tske care of New York and Penngylvania, the
greater part of it, and I am a little vague as to where I
would put Ohio, whether to tie it up with New York or
Chicage. I think probably Chicago, speaking without going
into it. Baltimore I have already outlined,

The Ssoretary of the Treasury: To get back to New York for
& minute, you say you are putting the whole of Pemnsylvania
with New York?

Mr, lwcmr; Practically so, yes, sir.

. The Ssaretary of the Treasury: In that case what would
et o FrASER you 40 with New Jersey?

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




e moees e e

i

!

Digitized for FRASER §
http://fraser.stlouisfed.drg/

\'A aldo Kewgcomer w34

lir., liewoomer: lew Jersey in lew York also.

The Secretary of the Tressury: The whole of New Jersey?

Mr. Uewcomer: Yes, sir.

The Seoretary of the Tresgury: How much importance do
you sttach to the argument that there should be a preponder—
ant bank at New York, embraocing 40 to 5O por cent of the
available banking ocapital and resources, in crder to command
respeot doth at home and abroad.

Mr. Newoomer: It seems to me that a bank in New York,
taking oare of Few York, Fennsylvania and Few Jersey, would
have sufficient banking powers in there to make it almost a
dominating bank. I do not mean necessarily -- it does not
seexm to me praoticable to make that one New York bank ao
dominating as to compare with the big banks of foreign
countires, if you are going to have banks of gomething like
equsl rank throughout the country.

The Secretary of the Tressury: Which ffo you favor,
preponderating banks?

Kr. Eewoomer: Io, sir, I would not like to see too snsll

& bank. Therefore, I 4o think -~ I em spesking perfectly

¢ frankly -- I have felt & long time it weuld be 2 mistake

if Philadelphis had a bank, not from any Jealouay of Fhils-
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delrhia, but I think it is e bad thing to meke New York

dependert entirely on itself. It secems to me in this eastern

ocountry that a considerable part ought to be thrown to New
I York and it ought to make that bank of considerable import-

ance, but I do not think it is sufficiently important to

throw Boston into it and take in the whole of FNew FEngland.

Boston is distinotly a Hew England oity.

The Seoretary of the Tressury: Your idea is to have three

on the Atlsntio sesboard?y

¥r, Newcomer: Yes, sir.

The Secretary of the Treasury: Boston, Few York and
Baltimore.

Kr, rewgomer: Yes, sir.

The Seoretary of the Treasury: Kow, rroceeding weastward,
what would you do?

Mr, Lewsomer: I would suggest one in Chicago, whioh I
assume would take care of Illinois, Indigna, part if not all
of Ohio, Uichigan and Wisconsin. HNow, Kentucky and
Tennessee have Bo far been left out of both divisions. They
would seem to me to be southern states that should naturally

feed more to the south, snd I would rather be inclined to

throw those to liew Orleans, if one was pdaced there.
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The Secretary of the Treasury: Uhat else would you put

into New Orleans?y

lr, liewcomor: Now Orleans? Louisiane, Liseissippi, the

southern part of Alebama, possibly, and Arkansas. I am
going striotly now sir, on the lines of the map, and not

2 with any krowledge of loocal conditions out there whatever.
{ Therefore, I may be very wild.

I The Secretary of the Tressury: Would you not do a good
deal of violence to the ordinary course of trade and
commerce, to put Louisville into the lew Orlesns distriet?

kr. Dowcomer: That is a point, I say, I am not well

A e

enough posted on as to how the trade runs in New Orleans.

| The Seoretary of the Treasury: XNow, what elsef You have
|
!

ggot Dew Orleans.
)

| Er. Hewoomer: That is four -- five.

i
!1
4

The Seoretary of the Tressury: Five.

¥r. Lewcomer: Five, yes. I thin)k there will have to be

|

i one -~ 1 thought of suggesting one for 3t. Louis, taking in

|

a oconsiderable part of that middle western distriot, Hissouri,

Iows and Rebraska, snd Eansas possibly, and then here is
where I begin to get vague, with no knowledge of the

?banking ocapital {n a given dietriot. I am not sure whether
i

e i e e it
o et et
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| you can go ahead and yoke up some of those northern states
with that, and whether there should be one in 8t. Paul er
Minneapolis, I rather thought there probably should be,
taking care of the Daketas and Minnesota, and surely there
should be one in 8an Francisco, taking the greater part of
that western territory ~- the western coast, and I think -
it seems to me there should also be one either in Denver

or some place south of there, a little fargher to the south,
taking in some of the Texas district. Denver is the only
city I have been adle to think of, offhand, as a good place
in that part of the country. That would use up =~ I have
not kept count exactly. I think that about uses mp eight
banks, and personally it looks very much to me that you were
going to reach one thing. 8an Prancisco might have entirely
too much territory to cover to be able to reach it in a
reasonable time, and from my point of view you hight have

to put in Tacoma, Seattle or some place up theres,

The Becretary of the Trcaaury; Is that such a serious
question when you have branches in larger cities of the
distriot? |

M, lcvcaner; I do not know just how those branches are

supposed to operate, but I teke it that a city coxm nding a
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large pmount of trede -- take Baltimore's case, slthough

there may be & branch in Rickmond, Columbis or South

Carclina or any place else, the most of those checks coming

into Beltimore we woudd not want to put them in a regionsl

TSI S T

bank. If there was g regionsl bank in Columbia, they wounld
not haveanything to &0 with our checks, and yet 70 to 80

per cent of the checks of that rogion flow into Daltimore and
the regionsl bank would be of no assistance in hsndling the
greater amount, every dsay.

The Secretary of the Tressury: What do you pey on bdank
balances in Baltimore, the rate of interest on your reserves
of other banks?

Kri. Hewcomer: TIwo per cent is the usuel rate.

The Seeretary of the Treasury: Do sny of the banks pay
more than that?

Mr. Hewcomer: Yes, sir, several have paid three per cent,
and we have in our own bank, have given as high es two and
a half. I do not think we have any three and two and
one-half only in some special cases.

The Seocretary of the Tressury: ¥ow ebout cheok colleot-
ions. Do you do that free of charge or not?

Xr. llewoomer: No, sir, we cannot get it done free of
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! oharge to us and very few of our oustomers keep a balasnse

* that would at all Justify our doing it. As you have

. probably heard, the Clearing Eouse law in Baltimore, referred
% to a number of times, compelled the banks to charge interest
; on all of the accounts which were not in the bank st the

i time the law was passed in 1897. Thet leaves it optionsl

i with ms &8s to socounts that were there rrior.

The Secretary of the Tressury: That wes & rule of the

Clearing Eouse?

TP L ST, TTARRR L BT

¥r. Xewoomer: That was a rule of the Clearing Houvae, and

e

we have seYeral aocoounts in our bank whioh were there prior

to the passage of that law.

i The Secretary of the Treasury: You do not osll a Clearing

Bouse rule a law over there, do you?

t Mr. liewoomer: I bave looked at it with so much respect

f

| for so many years, I have almost come to think of 1t ss such.
We had a number of large socounts that were there prior to

thet time. On analyzing the thing, we found that we could

ST S S,

not 40 1t. One of the largest sccounts of our bank turned
out to be costing us $3,000 a year end we had to cut it omt,
The Seoretary of the Tressury: The purpose of the inquiry

! 18 simply to apoertain to what extent you are abnormally
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attreoting balance to Baltimore.

Kr. Iewcomer: I 4o not ttink we are déing it. If that i@
whet you are driving et, the rule would not apply to an out
of town concern. That i to say, the cost for doing it over
again. We have to enslyze the account, and if i1t does not
pay, we have to charge exohange sll the same. Of course,
that grows out of the faoct that the man that does tiet,
colleots charges of us for it. It is ocharging what we have
to ray.

The Seoretary of the Tressury: Take the ocase of Albany .
in Hew York, where a great many Few England benks and many

other banks throughout the couniry carry belances as part of

their resources. It was testifiecd to before the Committiee

that Albany oieared two billions of checks last year, I
believe. Now, upon the face of it, it would appesr that
Baltimore was & very important reserve centre, whereas the
Kew England bankers sll sdmit that they ocarry reserves in
Albany, solely beocause they had this free facility afforded.
Now, to that extent it is an artifioisl situation and the
Oommittee is desirous ot ascertaining to what extent these

clearances and all of these balances d0 not reflect the

normal ocourse of trade.
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Seoretary of Agrioulture: The situation developed with
reference to Philadelphia.

Mr, Hewgomer: Where they have attracted them by giving

j free exchange.

1 The Seoretary of the Treasury: And to Pittsburgh. Whers

' yJou pay threes per cent. interest, you ere 11keiy Yo attract

: acgounts that‘: might otherwise go somewhere else.

Mr, Newoomer: Thers is excesdingly little of that ia

L'Baltmorn. I only know personally of two banks that do it,.

| The S8ecretary of the !I.'rusu:éy: Do you recollecgt ~=- you

:my p'orh-pa now how muoh reserves of country 'bgnke you

;oarry at Baltimore, What does it smount ¢o in the aggregste?

| Mr, Hewoowsr: I think they ere poseibly among the

' statiotios thers, sir. I have not it in my mind. I think

'11: is probebly something among our pepers, and no doubt Mr,

| Ingle is posted on that part.

The Seoredaty of Agrioulture: There may be soms artifioclal

‘oondition arising from that faot, ths payment of interest,
Nr, Newoomer: $88,000,000, Mr. Ingsll says.

? The Seoretary of Agrioulturs: You made the point, how-

;Onr. that the omaitiﬁn at ypresent was abnormal becauss of

the pressure existing in other direotions, theattraotion

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




e o e ek st e e gy

g2 | Waldo Newoomer, 742
of reserves to New York?

My, Newoomer: Yes.

The Secretary of Agrioulture: Does that much more than

et B . b e

offaet any effeot of this interest rate?
Kr, Hewoomer: I think it would, sir, unless I sm mistaken
» in my understanding of what you are referring to. I do
t not think there is anything -- much of anything attrsaeted
- t0 Baltimore by the high interest rete. A4s I say, I only
[ now of two banks peying over the two per cent. which is

 Just what we got on our ow reserves in New York, and is

sbout as low a prioe as is sllowed anywhere.

The Secretary of Agriculture: How many banks did you

e S ad

. suggest -~ how many regional reserve banks?

‘ Mr, Newwomer: The menorandum I had here, sir, covers
ten, with the addition at the end that there might possibdly
' require one in Texas also -~ eleve.

‘ The Secretary of Agrioulture: You are not spprehensive
that with tem or elev bamks, sach would be too small to
coms withig the provisions of the Aot?

i Mr, Newoomer: I 4& not think so, sir. Whatever you
ilose in the sise of your bank, you gein by restrioting the

ftorritory the bank serves, naturally. The larger number you
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have, 0f course it will cover a smaller territory, snd it

would not require as much capital. Does that answer what

you mean?t

T Py .

The Secretary of Agrioulture: Yes. 7o what extent

would you look at the whole system in time of stress, or to
] any one of these regional bamka? Is it your oonception

that in times when there will be most need of the resources,

that you will look to the aggregate?
b Mr, Hewcomer: Well, it was my idea that it would follow
| somewhat the same trend that the United States follows
to-day with its sub-treasury. If there was a suffiolently
serious situation in Rew York to justify the government in
| feeling that they ought to do something to relieve it, the
« money would be transferred to that particular aub-traéanry.
and I assume that all of these banks, being controlled by
the Federal Reserve Béard, located in Washington, would
proteot them when they received certain orders to tremnsfer
certain funds to the harder pressed ones,

The Seoretary of Agrioulture: I was asking that prao-

tioally in view of the representations mads by the Committes
of one of the other oities, that it was sssential to bhave
L a great bank in Hew York, in order to enable the situation

http://fraser.stlouisfed.
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!.’m time of grest stress to be met, as well ass to inspire

|

;rospeot abroad, Under such conditions you would deal with
f,this rather to the whole system, under the direction of the

«

I&l'edoral Regerve Bosrd.

Mr: Bewoomer: Yes, sir; I say that with grest deference

-

to the New York bankers.

The Ssoretary of Agrioulture: You would want each of
lh!.'hmu to be strong encugh to serve its purpose in normsl
étimu. and in cooperation with the others to meet sny great
iiBf::r.'li.n.

;  Mr, Newoomer: Yes, it has seemed to me the whole ides
Lt this new system was to take away the plan of the looality
being the thing on which you depend. That is Jjust what

e ars troublss with to-day.

i}h&t ths oapital would be of the New York bank, if one were
potablished there, 1f you inoluded in New York, Hew Jersey

gxf“‘ Penngylvania,

MP, Newocomer: Pretty big bank,

The Secretary of Agrioulture: Did you figure that out?

| Mr., Newoomer: ~ No, sir, I 414 not.

AL

The Beoretary of Asrionlturp: Had you thought of the

ossibility of inoluding part of eastern Pennsyl'unh and

(¢
f St. Louis

The Beoretary of Agrioulture: lr, Newoomer, I 4o not reonl]b
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southern Hew Jersey, in the bank to be established south of
New Yorky

Mr, Hewoomer: Well, that is suggested in this srtiocle
that possibly some of the ocounties of Pennsylvenis might
come in with Baltimore, but I do not =~ certainly my idea
would not be, and I do not think it was the idea of snyone
olse in the Committes that thet would inoluds any such
important place as FPhiladelphia or anything like that. I:b
wag more some of the underlying counties there whioch have
coertain deslings with Baltimore, but in our genersl figures
we loft that out, considering it was s0 immeterial. 1In
other words, New York in our theory would get the whole
banking power of Pennsylvanis.

The Secretary of Agriculture: Assuming no Reserve Bank
wers to be estsblished in Philadelphia, and one were to be
in New York and Bsltimore, why should Philadelphia go to
Hew York instead of Baltimore?

Mr, Newoomer: It is 8o much more distinotly & northern

oity, that it seems to me its trend of trade is more towards

New York than Bsltimore, Jjust as I look on the trade of
Georgia as more likely to oome towards Bsltimore, then to-

wards New Orleans,

http://fraser.stlouisfed!org/
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The Seoretary of Agrioulture: TYou spoke of inolunding
Florida in this district. What is the time from the Florids
oentres to Baltimore?

Mr, Newoomer: The Florida centres -~ of course, the main

‘banking power of Florida and in faot the main mercantile

. power is all in the northern part of Florida. You oan
~preotioally disregard almost everything south of Jaockson-
iville. or certainly south of Tampa. I mean all of this

- lower part im just Everglades snd there is nothing in thst
'at all, and I think cheoks from there would not resoh
jBaltimora within 24 hours. That wes the point I wanted Mr.
?Gibbs to disocuss. He has the whole situstion, the freight
i

' rate and hours, and has looked them up.

b
% The Secretary of Agrioulture: 4And hs will comment on

those tables, showing the present banking connections of

%EBaltmore with this territoryvy

;f Mr, Hewoomexr: The idea we bad, sir, of outlining this,
gwas t0 have llr., Gibbs simply speak of the hours and times
?aﬁd facilities, and have Mr, Ingle talk more on the nationsl
gbanking question, He is a banker and lir. Gibbs 4B nmot., I
%will just say in introduoing Mr. Gibbs, gentlemen, that he

is President of ths Board of Trade of Baltimore, whioh is
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an organigation consisting of all the commercisl organi- i
zations there. Also president of the Gibbs Preserving ]
Company, doing a large osnning business, snd speaks on just
that one point,

The Seoretary of Agriculturs: Did you inolude Vest
Virginia or not?

The Seoretary of the Treasury: Pardon me., Your argument

you Just read, let me see it Jjust a moment,

The Seoretary of Agrioulture: Did you inolude West
Virginiat

Mr, Bewoomer: Yes, sir, unless it is part -- the western |

_ part may go some place else, but I think the greater part %

of the state oould naturally fall to Baltimore. The h:mki.ngf

. oonnections are very large, snd there is an immense lumbex

: trade from there, and ocosal.,

The Seoretary of the Treasury: In your statemeny you used

'~ this language, Mr. Kewocomer: "In other words, now thet the

barriers to the free and independent movement of noney and

oredit along the natural lines of oommerce, have been rmovad%
and oconditions artificdally oreated, and so forth, in oredit
trangsaotions" -~ now, I should be glad 4f you would elaborate !

» that abit, beocause the cﬁnmittae is very snxious to know 2

!
i
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to what extent artifiocisl oconditions do now exist, snd how
far they do affeot these communities, and we sre very
snxious to learn something sbout the extent to whish New
York has been favored, through these srtificiaslly oreated
oonditions, or the reserve,

Mr, Rewoomsr: Well, of course, under the present law,

gir, we are odliged to keep m oonsiderable smownt of our

. reserves8 in oné of the oentral reserve cities, anl New York

- naturally being nearest gets the bulk of thst.

The Secretary of the Treasury: You d0 not mean you sare
compelled under the existing law to do 1t?

¥r, Hewoomer: Well, we sre permitted in order to get any

return for it.

The Secretary of the Treasury: You mean you are pemitted
to do it?

Nr. Newoomer: Yes, but it is the only way. Of course,
the two per cent allowance of interest is what takes it
there.

The Seoretary of the Tressury: There is no other

" reagon.

Mr, Hewoomer: Of oourse, we have to keep sertain balences':

. in New York, to meet ocurrent cheoks snd transfers, Just as
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http://fraser.stlouisfed!org/
Federal Reserve Banl of St. Louis

|

i



G9

Waldo Newocomer. 749

}we have to Xeep balances in various banks throughout the
?oountry for olearances of cheoks around thers, or for the
?Ipnrpose of getting loans when we need them.

t The Seoretary of the Tressury: Under the new system,

|

:fvould it be necessary to ksep even an exohenge balance in
Hew York?

b

1 Mr, Newocomer: Probably not, when pu get that entirely
pin gshaps, I look on that, sir, &s one of the best things
)".ln that bill.

Ef The Seoretary of the Treasury: That being trus, you would
Bly then the extent to which 81l bank balances -- balance

‘le all banks are now oarried in New York by the inducement
?::I.' the interest, that that in sn artificisl situstiom?

'i My, Newocomsr: I 4o not know how to answer you, exoept by
%inying that we have had at times a demand for every dollar
{&m oomes into the bank, The borrowing demsnd on us ia
i:ramendons and to take care of it at times we have to appssal
*io soms of these other cities for loans, end we must keep

'élp our relations with them, or we won't get them. Does

%hat cover what you mean, or 4o I miss the pointYy

’ The Seoretary of the Treasury: That sounds like some of
%he oompulsion that some bankers say this bill contains,

W
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I should say that that oondition itself daid oreate com-
pulsion. You are speaking of the ocompulsion ocondition?
¥r, Newoomer: Yes, sir,
The Seoretary of the Tressury: And to that extent you do
‘not think it is artifioial?
Mr, Hewoomer: Under the old Act?
The Secrstary of the Treasury: I say under the existing
’syatom whers you must Xeep these balances, in order to be
‘ @ble to get loans, As I understand you, you could not get
loans if you 4id not keep these balances there, is that
right
| JMr. Nowoomer: That is true, and to a certain exteht doss
1 not that ocome sbout through the oonocentration of the reserves
|

; in New York, whioh gives Kew York too muoch of a hold to-day

. on the sityation.

i The Seoretary of the Treasury: Well now, that is an
|

| interesting train of thought, and we would 1like to get
i

as muoh information as it 18 possible,
? The Secretary of Agrioculture: Did I understand you to
[

ssy that the two per ocent interest was the main thing that

! 1led you to keep sums of money in New York?
My, Kewocomer: I think it beoomes the msin thing, so far

i

y
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a8 the bank ias ooncerned. Of course, there ars lots of

other moneys tending to NHew York, in sll sorts and shapes and

oconditions., It is too big a problem for me to attempt to
profesas to be posted on,

The Seoretsry of Agrioulture: What happens when any
stress oomes and yon need the return of the money there?

Mr, Newoomer: We get it. e have had no trouble, sir,
New York hes taken care of us at sll times,

The Seoretary of Agrioulture: In 1907%

Mr. Hewoomer: 1907,

The Seoretary of the Tressury: To what extent, Jjust
spesking offhsnd, lr. Kewcomer, would you eay that the
oredit balances of benks in New York represent money kept
there for exochange purposes and money kept there simply
bescause of the two per cent. interest rate?

Mr, Bewoomsxy: I do not think there is very muoh kept at
New York for exohange purposes. Yes, there is too, I
Pannot answer 1it, sir.

The Seoretary of the Treasury: Have you any idea at sll?

Xr, Newoomer: None at sll. I ocould not differentiate in
hy mind, no, air.

' The Seorstary of the Treasury: I notice that pesople can
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oaloulate to sn socurate percentage the asmount of good in
the Currency Bill, I thought perhaps we ocould get some sort
of a percentage idea of the amount in exschsnge in New York,
Kr, Newoomer: It is very possible that Mr, <= that some
0f the gentlemen here oan, but it is one thing to sit down
and taks a bill you esre trying to f£ind out something adout
and another thing to answer a guestion you are not prepared
on,
The Seoretary of the Treasury: I suppose there is
somebody here who oen answer that questiony
Mr. Hewgomer: lir. Ingle is here on techniosl bamking amd
¥nows more about it than I can ever hope to,
_ The Seoretary of the Treasury: What 40 you think about
;:Waahington as against Baltimore?
| Mr, Newoomer: Mr, Seoretary, it is not s popular plaocs,
tperhapo. to express an opinion, It seems to me to be a
fmiatah to locate & bank in 8 oity which is not the center
:,of golmercial trade at all. Taks this southern business,
"4 does not come in the ordinary course to Washington, When
‘you come to the foreign exchange question, thers is an
%.enormoul amount originatem in Baltimore, It seems to me
_’11; is & little like placing the Custom House in Washington
Digitized for FRASER
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to take care of Baltimore's imports. It would not be satis-
faotory to the merchant or the government or anybody else.

| The Seoretary of the Treasury: If you had a branch in
Baltimore,

T Mr, Newocomsr: I 4o not say that anything is impraocticable.
fIf you want to establish a bank in VWaghington for some
;patriotio purpose, I 40 not doubt the government will arrange
?to take oare of the situation under any arrsngement it

imakna. but I think Baltimore is the nsturel place for it

:iith & branch in Weshington.

%; The Seoretary of the Tressury: 3But seriously oonsidering
1t. from the eoconomioel standpoint wholly, oould not the
pituation Qg/::ll taken osre of if it had a Reserve

h
Bank in Washington and & branch in Baltimore?

’ Mr, Hewoomer: Well, it is very diffioult to eey if that
*heory is correct.

% The Seoretary of the Treasury: I think I should say to
gou thet in the questions that the Committee ask, they do
éot indicate the trend of thought.

3 Mr, Eewdomer: Yes, I understand, sir.

é The Seoretary of the Tressury: We ask a great many

L

questions to elioit information. Now, Washington was here

=T
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;éthis morning, erghing her csse, We put the same questions
then., We like to get the other end of it.

Mr, Newoomer: Well, my answer would be, granting for s
;moment such a8 thing is just as satisfactory, you might as
%;woll put your Reserve Banks in any place you pleased. You
%might put them in the ocentre of your distriot geographiocally,
zbit it seems to me it is tieing the oart before the horse.
[ The Secretary of the Treasury: I think that is carrying
git too far. You have to have mooessibility.
fi Mr, Newoomer: I grant 1t is ocarrying it too far, but I
!gimply say thet the argument that Baltimore osn be teken

4

'!Ioarc of as well by & branch bank applies the other way too,

!The natural place for the benk itself is in a oommeroisl oity

iz
|

'where some of these things originate.

E The Seorstary of Agrioulture; What welght would you

lattach to the suggestion that since the Federal Reserve
i
!Board will have its headquarters here, it would be desirable
?
ito have 1t in intimate touoh with the Federsl Reserve Bankv

t
1

Mr, Newoomer: Well, it would seem to me just the other

i
{

'way, that 8o long as the Federal Reserve Board was hers, it

§
would have its hends on the strings for sll the banks, end
1t was immaterisl to it where the banks wers located.

-

/
St. Louis
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The Seoretary of the Treasury: In other words, you think
1t just as well for these banks to keep out of the way of
the Federal Reserve Board as much &8 poassible?

Nr, Hewoomer: Ko, I d0 not say out of the way, but why
should it want one bank here beside it, any more than one
in San Franoisco?

The Seoretary of Agriculture: You think it could keep in
fouoh with 811 of them?

. Mr, Hewoomer: Yes, surely as well with your bank in
ﬁaltimoro, 88 with the one in Hew Orleans or San Franoisoo.

The Secredayy of Agrioulture: It is its duty to know just

és muoh sbout one ss ths other.

| ¥r, Newoomer: Just ss much sbout one as the other, yes.

| The Segretary of the Treasury: The suggestion was made
%ere this morning that the Federal Reserve Board ocould

i;ep more intimately in touoh with somebody actuslly at

Jnnd than if that somebody wes 40 miles sway,
Mr, Newoomer: Then you hed better ocome down to one

central Boerd at Washingtom.

1
!
i

. The Seoretary of Agriculture: It would be a defeotive

system at the outset.

K¥r, Bewoomer: It seems to me 80,

T mEo T S

i
J
I
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The Seoretary of the Tressury: You made an argument on
the importamce of the foreign exohange phase of this problem
a8 gffeoting Baltimore. I understood you to say you
preferred to have somebody elsas ~-

Mr, Newoomer: Mr, Ingle will touch on that also. Im
it setisfaotory to you, Hr., Seoretary, to hear it in the way
w6 have outlined there. ¥Would you rather have Mr, Ingle,
who has the teohniosl and benking and, before l'r, Gibbs.

The Seoratsry of Agriculture: The way you have outliged

will be satisfaotory.

STATEMENT OF RUFUS K., GIBBS,

The Seoretary of Agriculture: Will you state your nsme
and business?

¥r, Gidbs: Rufus M. Gibbe, President, Board of Trade,
Baltimore.
; The Seoretary of Agriculture: Mr. Gibbs, you have heard
vthe disoussion up to this time and know what information we
‘are peeking, and what we have received. Ws would be very
Jélad to have you speak on any point that you ere especially
concerned with.

Mr. Gibbe: Well, Mr, Seoraetsry, your Committes suggested
Digitized for FRASER
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in the first place that they felt they were pretty well
posted on the geographical advantages of Baltimore, end ite
contiguity to this seotion, which hes besen suggested here
for a regional bank, and suoh being the case, I do not
propose to instruot you further in it, although that was
the subjeot on which I had expected to say something. 4s
Mr, Newoomer ssid, I am not a banking men, sir. I am a

' business msn, & menufaoturer, snd, thereforae, departing

from the subjeot on which I haed expeoted to speak and in

order to spesk more slong the lines which you have indioated

you desire to be informed upon, I want to say how this

. appeals to me as a business man. I em Very much impressed
gwith the olsuse in Seotion seoond, where the provision
ietatee that the distrioct shsll be apportioned with duse

| *Bgard to the oonditions and oustomary cowrse of business.
;How. I think that instsntly almost to the mind of anyone
iooours the faot, when hs somes to consider what shall be
?regionu in which regional banks shall be looated. Of course,
;tha fact that there sre certain well defined areas -~
éterritoriea that have been connected up and linked up by

ftraaitions and ocommercisl, esnd even sentimental character

zfor a great many years, and those readily suggest themselves.

/

1
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Hew England, Hew York perhsps -~ of ocourse, New York =mnd
many of the others. There is this one with whioh I am very
| foroibly impressed, end that is this section here, lying
south of the Kason and Dixon line snd east of the Alleghany
Wountains, running down 88 far ss Georgis and taking in

at least the northeasternm section of Florida. Beltimore
| hag been the ocentre, I think, of this section for s grest
fmany years, It has been the commerciasl centrse, the centre
: to which the outlying seotions have looked for the develop-

rment of new enterprises, snd if this is going to be one of

i the sections & in which & reglonsl bank is to be located, I

foannot see how we can esoape seleoting Baltimore as the
émoat suitable plasce for that bank, for the simple reason
?that by locating it there, there will be lese Adisturbenos
of the moral trend of business than if it is loocated at

i’some other point. Mr, Hewoomer's paper -~ brief points out
i

that we are conneotly olosely, not only in abusiness and

by the rallroads, by steamehip lines with all this terri-
?;tory. In faot, Mr. Seoretary, I do not think that needs

!

"elaboration. It oan slmost be stated beyond dispute thet

'Baltimore is predominstly the lesding centre in that

http://fraser.stlouisfed. !‘g/
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gection. If that 18 to be one of the sections, e&s I said,

. I 40 not see how we oan escape looking to Baltimore ss being
the natursl plaoce in which to put s regionsl basnk. I have
not anything more to say, except that personally I fasvor

' more than eight regional banks. I 30 not know that I oen

! glve you any soientifio banking ressons, but if you care to

; kmow what my reasons are, I will be glad to stete them,

l The Seoretary of Agrioulture: How many would you favorf

i Mr, Gibba: I ssid more than eight, Mr, Secretary,

beoause 1t 1; uncertain in my mind whether I would favor

eleven or twelvse,
The S8ecretary of Agriculture: Before you go into that,

I went to ssk you one or two guestions., In this territory

' tiat has been desoribed, there are several cities that have
grom very rapidly in recent years, oities like Riclmond,
Cherlotte, Atlants, and so forth. Hss Baltimore's trade
relastions with that seotion inoressed reletivelyt

¥Mr, Gibbs: If you say haes the trade of Baltimore with
those sections ~- teke, for instance, Charlotte-- if you

say has the trads of Baltimore with the seotion outlined by

: a ra@ius within 50 miles of Charlotte inoreased in the same

§ percentage to its previous trade with that of Charlotte's
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into oconaideration the faot that you cemnot expeot an
already well developed growth to go on inorsasing et the

same rate of inorease ss some newar growth that is just

. beginning to develop. Baltimore's trade msy have increased,

: vwe will say, 20 per ocent for an arbitrary figure, Charlotte

. 40 per ogent., but it does not bear in sny wsy upon tks faset
' that Baltimore is still continuing to ococupy & pre~
! dominating position with reference to that territory.
§ Do you get my 1dea,Mr. Beorataryy

The Ssoretsry of Agrioulture: TYes. Do you have any
statistios to present slong that line?

Yr, Gibbas: Ko, sir, I 4o not,

The Seoretary of the Treasury: Considering the growth
of this territory, teke the average growth of the territory |

i in trade in the past ten years, suppose it was 20 per cent

or 80 per cent, has Baltimore's incresse besmn proporitionste?

I mean the territory that you are proposing to have

Raltimore serve. Have you any figures to phow that?

iy, Gidbs: In snswering that question, I cen only give
you my inpreﬁaion. Mr. Beoretary, that the growth of the
oity and its business belng largely, or to & very great

extent, ccmmeoted with that territory, I think the statistios |

$
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will show, swoh as our bank balsnces, snd so forth, that

we have apparently gone along ocertainly in a line that would
indicate that we are developing quite &s fast as the terri- i
tory itself. I won't say that you cennot pick out certain
individusl distriots in that territory =~- individusl cities

that may show remarkable growth,

The Seoretary of the Treesury: Those figures would be soo-~

epsdble, and I would suggest that yon submit some matter

of that sort. You can attach it as sn exhibit to your

testimony.

|
¥r. Gibbs: There is something that we would have to submif%

to you later; to put the matter in oconorete form, kr.
Secretary, are there any exact and particular figures that
you would suggeaty

The Seoretary of thes Treasury: You sre sugpesting Bsltimox
a8 the headquarter for a Reserve Bank for a given distriot.
What we should like to have would be somes statistios,
ghowing the increasse in the trads snd commerce snd general
industry, taking bank clearances too into considoration in
this whole territory.

Kr, Gidbbe: Yes,

The Seoretary of the Tressury: How, if that shows en

Digitized for FRASER i average of 20 per oent, to 1lluatrate the point, then
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compare Baltimore's growth in s similar way for the past
ten years snd get her percentage. If that shows 20 per ?
oent., then she has inoreased absolutely in the same propor-
tion,

Kr, Biggs: Certainly.

The Becrefary of the Tressury: Whioh would show she is
. very directly responsive to the development of this terri-
| tory. On the other hand, if she has fallen bohind, it would

show she 414 not to that extent ~-

¥r, Gibbs: I think we can undertaks to supply you with
these statistics, lMr. Seoretary, snd I will be glad to do so.

The Seoretary of Agrioculture: One other thing I hsd in

o g o rm o e 3

mind wes thigs: There will bs gentlenen who will say that
Riohmond, or Atlanta, willserve this territory better than

. the other oentres, and that it is establishing more intimate
| relations, perbaps, with this other territory -- growing

' relations than Bsltimore, That, of course, bears directly

. on this matter of the customary oourse of trade.

ir, Gibbs: TYesn.

The Secretary of Agriculture: And if you could address

yourself to that point, Of course, we have got to loock at

: 4¢his thing broadly. Ve are not interested in any partioular

i
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0ity, ond we hope the gentlemen who discuss these questions
will be free to comsider the whole problem with us.
Mr, Gibbs: Yes.
The Seoretary of Agriculture: And not hesitate to spesk
sbout any other oentre. We have a nationsl interest in
this.
| Mr. Gibba: I sppreciate that fully, kr. Secretary, and I
. am sure thet most a2ll of us would try to divest ourselves
i of any feelings of that sort in amswering your questions,
Ky esngwer &8s to how you should consider the claim that some
city is establisbing more intimate connections with a
_ oertain territory than conneotions that elready exist betwsen
" that territory and s given ofty, would be that I think that
. we ghould pay more heed and sttention to faots thet exist
' and have existed, rather than to those which someone is

promising us will exist,

The Seoretary of Agriculture: Well, we should not want
|
. to deal in rrorheyiiesonly.

fhe Seoretsry of the Treasuwry: I might ssk Kr. Hewoomer

who is sested there, this question: You were spesking of

SR N aesetemew -k

the extent to whioh reserve balanoces, or rather bank

i

i balances are attrsoted to New York by thks interest rate
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" of two per oent.

Kr, Newoomer: Yes, sir.

The Seoretary of the Treasury: I believe from the state-
ment of the Comptroller here that there are a total of
6860 national banks in the United States, that keep their

reserve balances in New York City, and there sre 6573 which

- keep their balences in Bsltimore -~ keep balencea in Balti-~

more, If you are each paying the same rate, it would appear
that there is a lost of business going to New York for other
Ireasons.

Kr, Newoomer: Of course, lr, Seoretary, Hew York is s
centrasl reserve city end all the reserve cities keep their
balances in New York, and you will take in scoount the
duplication that ocomes in there.

The Seoretary of the Treasury: How many reserve cities
are there, Mr, Elliott? Only 48 reserve cities, of course,
which keep accounts in the central raeserve oltites, so that

would not affeot the situation very muoh., These sre direot

. aooounts from all over the country that are kept in the

| Hew York Banks.

The Seoretary of Agrioulture: who is the next man, Mr,

; Xewcomery
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Kr, Newcomer: Kr, Rursts
STATENMENT OF WILLIAM B. EURST,

The Seoretary of the Treasury: Will you state your full
i name and your ocoupation, plesase.
j kr, Hurst: willism B, Hurst, wholsssle dry goods and
%notions. Baltimore, lg.
The Seoretary of the Treasury: And your firm?
Mr, Huret: John B. Hurst & Compeny.

| The BSsoretary of the Treasury: MNMr, Hurst, you know our

{
i

' than eight nor more than twelve. Now, we should be glad to

problem, to divide the country into distriots of not less

jhavo any suggestion yo oare to submit.

Mr, Hurst: Mr, Secretary, I do not mow but what I em

1

. hendling this, perbsps, a little differently from the way

| you want it hendled, but st the same time I am handling it
j

' from our merchandise point of view,

The Ssoretary of the Tressury: We would like to have you

‘treat it in your own way.
Xr., Burst: Representing one of several dry goods houses,

|whose principal business is in the south, employing 76
'salesmen, oconservatively speaking, melling $4,000,000 in

i
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" this territory; ocalled upon during the spring of 1913, and
i to a lesser extent every spring to practiocslly finance many
of the firms with whom we do busineas, by osrrying their
acoounts until fall; besides, in many instances, srranging

loans for the larger houses with our locsl banks, I am
intimately aoquainted with the general condition in the
. south, having traveled there for five years. While the
{ 014 system of famotorage was subject t0 the severest
J oritioism, yst it was in a sense & help to the Jobbhber, who
waes adble to close his acoounts in the south, with the

exceptances of the faotors with whom the merchants that

; he was selling, 444 business, the faotorage business having
ifallcn by its own weight, and there not being suffioient
ioapital to0 finance the business, the merchant, who was
;unable {0 secure bank agcommodations, was compelled to use
éhiﬂ merohandise house to carry his mcoount until fall, thus
?onablins him to psy oash for his grooeries, which he wex
;oomypllod t0 40, 80 that it graduaslly developed that the
ijobbor wag also a benker. Ve 4o not believa that our
?triends in the south have ever forgotten this, and aside
%from s natural local preference for a regional bank in

:their state, we belleve that there will be hardly found a
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flavor Baltimore being one of the original banking oities,

I might say right here, sir, that oonservatively speaking,
we have received about 160 letters. I think in those 150
19tters. from Florida to the lower part of Pennsylveanis,
alll except three expressed s preference in favor of Bsltimore,
Some 0f them said they would like to see Richmond, becsuse
ﬂ: wes in their state, but at the same time that there
trade affiliations were almost entirely with Baltimore, and
apide, s8 I msay, fran the natural pride, that they would
have in their owm state, that Baltimore would be their
preference, Here is one, I also wish to osll sttention
t0 something that transpired in the fell of 1907,

; The Seeretary of the Treaswry: That is a familiar date.

_ Kr. Hurst: Yes, I remember it. This was something that
w;s rather interesting. I was selected with two other
géntloman. 8 committee to have the government scoept
o;rtiﬁad oheoks for duty, and I wes surprised to find that
B;w York houses, doing business in the west, were shipping
géods from that seotion to Baltimore, paying the duty here,

It does not seem to me that Baltimore oan be passed over

ii
by your ccumittes. It was very much of e surprise to me.

I)'oOuld not possibly give you the names of those houses now,
i

/
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because they have gotten o00ld, but I 40 remenber one, on
aocount of the large smount of duty that they had to pey.
That was the firm of George Borgfeldt & Company in Hew York.
The Secretary of the Tressury: What was the resson for
that?
Uy, Rurst: Cheaper. The freight from Baltimore west
' wag oheaper éhan to ship them to Bsltimore, presumadbly,
The Secretary of the Treasury: They shipped the goods
to Baltimore direot?
Mr, Hurst: Yes,
The sgorofary of the Treasury: Broughtbtheir importations
to the port of Baltimore.,
Mr, Hurst: That is it. I do not know that I ocan say

" anything more than I have expressed hers, except that if .
. there is any questions I oan answer-along these particular

‘1lines, I will be very glad to do it,
; The Seoretary of the Tresury:  Through what states does

fyour business extend?
. |
! z
|

Mr. Hurst: Well, we pell goods in the pouthern part of
| Pennsylvania, Maryland, Delaware, West Virginls, Virginis,
;north and South Carolina, Georgia, Florida and Alabama,

i
i
i
i
?
|
|
|
r

The Seoretary of the Tressury: Has your trade oonstant-
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¥r, Eurst: I =m very glsd you asked that question. While
I bave to mal;e a oonfession, at the ssme time I think it is
' well to give it to you.
| The Seoretary of the Pressury: If it is embarrassing -~
| Kr. Hurst: KHo, it won'{ embarrass me at all. I have been
E hit so often I have got over that.
The Seoretary of the Treasury: Just intereasted in
" Imowing the course of business?
Mr, Hurst: We tried, Mr, Secretary, with ell the
| efforis at oﬁr command to try and ingrease our business
; ten per cent. a year. We have mot done it this year, but we
i'ha‘n inoreased it from five to six per ocent, and if tie
conditions in the south had been more favoradble in the past
1 spring, I have no doubt we would have come very nesr
i reaching the mark, I won't say we wonld quite reach it,
| but 8till we had that abead of us.
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The Seoretary of the Tressury: What is your general
. practice about oredit, what sort of paper do you usually
" take, I mean what time do you ususlly allow an sccount?
. I am only speaking generally, but I would be glad to get &
: little light on those commercial transactions snd see what
? the oustom is.
| Mr. Hurst: We have what we oall & post dating, which
é we give to t;oilitato the getting out of merchandise to the
i trade through this territory, commencing with Florids first
Ef-nd working up. We close our business on the Séth. of NHovem-

|
' ber, with a vkew of getting to work at once in Decesber,

j ]

{ with merohandise in, and commence Bhipping to the farthest

é%pointl first, beoause tth want their goods firat., We

?; post date these bills April 1st. If the bills are discount-
ed in 10 days, they get their ossh discount, If the oondi-

|tions are favorable down thers, if they have hsed good

h
?lrips and 8o forth, a large proportion of those asre paid. ‘

v

: I# the oonditions are ss they were last spring, s very

%1&:30 proportion of those are not paid, We close these {

:acoounta.

i The Seoretary of the Treasury: They are open acoounts?

i My, Burst: They are open apcounts. ¥e olose thoge =mo-
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? counts though, always by the 30th., of June by notes matur-
ing, as 8 rule, from the 16th. of September to the 165th. of
' Bovember. Does that answer your question?
The Seoretary of ths Tressury: Yes; I wanted to see what
sort of commeroial paper is orested by these transsmctions.
- Is that the general practioe?
; kr, Hurst: I think so.
;  The Seoretary of the Treasury: 7You post date as & rule?
; Jlr,. Hurst: Yes,
I The Seoretary of the Treasury: And if not psid at that
%timo. you taks a note?
T Mr, Hurst: Well, no, not necessarily. Sometimes, you know,
/they may pey 80 dsys after it is dus, or 60 days.

The Seoretary of the Treessury: But I am speaking es

'to the general practice.

. Kr. Hurst: Yes.
r The Seoretary of the Tressury: Are these notes scorued as

t:
'a rule, 1f the acoounts are not psid, or just the note st
%.
§

hand of the maker, snd where you utilize these, 0f course,

you endorces hbssmto your own bank or to the banks, 1f you

3

'discount the notesy

i Mr, Hurst: Well, up to this time we have not been forced
i .
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to do that. But we do put them in the bank for ocollect-
ion,. ;
The Seorstary of the Tressury: I was trying to get' 8
1ine on the smount of commercisl paper whioh is orested, i
with a8 visw to seeing how this bill covers the partioular {
kind of paper you are oreating, and whether it is eligible ;
under this bill for disoount, i
¥r, Burst: There might be one thing which might be of 4in- ,
terest ~.to you. I was asked by & bank officer coming down i
on the train to-4ay what smount we usually carry on our
books about the first of October in either socounts receiv-
able or bills receivable, or both combined. I told him from

memory I thought about $1,400,000. I have thought of that
9since, and it is greater than that., I am sure it is between
$1,6000,000 and $1,700,000, That could be very essily veri-

|
i

ffiod though, end we conld give you the examot figures.

The Secretary of the Treasury: What is the obaraote:c;

-0f this paper, Imean to say, #8 to maturity, is it usually ;
, |
30 days, 60 days or 90 days or more?

., Mr, Burst: Mr. Seoretary, that peper is made to mature 3

’ after the cotton orop is made and sold.

The Seocretary of the Tressury: I see. There is quite =

f
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| varying naturity, of course.
‘ Ur, Hurst: Yes, Theyde that for their accommodation. In
some distriots the ocotton crop opens up & 1little guioker then
in others.

The Seorstary of the Treasury: And they mature there
; earlier.

ir, Hurst: BRven in South Carolins we make them mature a

little earlier in the southern part than in the northern
part, beoause the cotton crop opens up earlier thers, on

those olay lands, ss they call them.

T o Py e e o g e, o ot

The Seoretary of the Tressury: TYou say you never discount

i1

% these notea?

; Kr, Hurst: We never have had to. Of course it tekes a good
'dul of money to run this business.

§

The Seoretary of the Treasury: I should think so.

i Mr., Hurst: It does, snd we want all the scoommodations we
{

| can get sometimes,

The Seoretary of the Treasury: We are very much obliged

to Jou.

Mr, Hurst: There is nothing elases you want to msk me?

The Seoretary of the Treasury: That is all,

S
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STATENERT OF R, WILLIAM INGLE,

The Seoretary of the Treamsury: You may state your name,
and business connection?y

Er, Ingle: William Ingle, Vioe President of the ler-
chants and Kerohandise National Bank of Baltimore., I sam
here a8 one of a occmittee of two named by the Baltimore
Clearing House Assooiation,

The Secretary of Agrioulture: Tou have heard this dis-
oussion and lmow the kind of information we are seek-
ing, We should be glasd to have your assistance.

Xr, Ingles. May I ssy in the beginning that we possibly

- think ourselves to be a little unfortunate in being od-

1iged to sppear before you 80 early in the course of ths pro.

osodings, in that we bhave not ths advantage of the Imow-

ledge that the publication of your later proceedings will

;, give us, 80 if we omit any material faot, or if we find

. 4¢ desiradle to offer further suggestions, I hops we may

' e permitted to submit them in some such form =8 may be

i agreeable to the committee.

A

4

[l
H
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at any time wit:in the next twenty days or within a month,
for that matter.

Kr, Ingle: Would you rather I shounld talk, or will I
angwer questions?

The Seoretery of Agriounlture: I wes just going to ssy
that we might as well s8dd that we do not propose to settle
any part of this matter until we see sll of it.

The Seoretary of the Treasury: 7Yes.

: The Seoretary of Agriculture: So that your brief will
reoelive oonsideration,

; Kr. Ingls. sgall I talk or answer questions?
i The Seoretary of Agrioulture: Yes, proceed and present

H

;ny signifiocant points thet you think ought to be presented.
' Mr. Ingle: Possibly I may best introduce the subjeot by
%aying that I have outlined on a map of the country each
%nggaated distriot, for what they may be worth, to be unsed
;s a text, I sm proweeding on the theory, and any thought
?& have given it hss behind it my own thought that the size
qb.f. these diatricts is not at 211 meterial; that we sre
fhealing with the subject as a conorete whole, and I should
?maginn that the foreign bankers who purchase and make
onhange on us, probably better understand the strength of

i
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exchange that would be made by any one of these banke in
this occuntry, than any of our own bankers in the United
States apparently do.

I aprreciate that there is a total banking capital

¢f national banks of $106,000,C00. That is the only kncwn

factcr, or approximately known factor which is in evidence at?

the mcment.

The fecgretary of the Treasury: You mean the capital of
the Reserve Bank?

M, Ingle: Yes, the carital c¢f the Reserve Banks to be
so formed will be $108,000,000, to be divided amongst

then.,

The Secretary of the Treasury: Yes, the definedi capital of

the Raserve Banks.

Kr. Ingle: Being 6 per cent ¢f the total national bank-
ing capital and surplus cf the country.

The Seoretary of Agriculture: What do you figure the
reserves?

Mr, Ingle: Mr, Secretary, I did not attenpt to figure the
reserves for the entire country. I 4id figurs them and made
scme other calculations, more with reference to the dis-

trict of which we had hoped Baltimcre might be the center,
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I felt that the other figures were in the Comptroller's cf-
fice, and you knew them better than we did, and I spared our-
selves the trouble c¢f durlicating your infcrmation.

The Secretary of Agrioculture: I have seen the aggregate of
the naticnal danking powsr established by this gystem,with-
cut including any state barks and trust companies, and in-
cluding pcssibly government depcsits, as nearly
$8C0,c0C,c0C,

Mr, Ingle: Yes, I have sesn that stated, and I have seen
it stated 8o often, that unlees they 21l copied each other,
I assume that is approximately correct.

; The Secretary of Agriculture: And no foreign state bank
‘haa anything like that, has it?

Mr. Ingle: Nc, I am sure not.

The Secretary of Agriculture: And we abcut double this
;sort of busineas about every fifteen years?

f Kr. Ingle: 80 far, yes, sir.
h The BSecoretary of Agriculture: 80 we are likely to have a
freepeotable reserve.

Mr, Ingle: I should think so.

The Segretary of Agrioculture: And forelgn bankas are

ianxious to see that, are they not?

mgwaﬂmFméER Mr, Ingle: Pes. Possibly it would beat serve your tims
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if you weuld let me indicate in a suggestive way what I have

cutlired here. Pleage bear this in mind, that in ccmmon
with ¥r, Newcomer, 1 4o not pretend tc know anything of tke
riceties of trade and transeportation situation when you
get into the extreme west.

1 have here ocutlined the northeasternmost district
as Maine, New Hampshirs, Vermont, Rhode Island and terri-
torially, say, cns half, the sastern half cf Massachusetts
and Clnnecticut, which would mean that the eaastern half of
Massachusetts, one half territorially, would be equivalent
practically to 4.5ths of its banking resources. I have
assumed that the dividing line of the Connecticut Rivery
would throw one half of the banking resources into the
Bostcn district, and the other half west; that is approx-
imate, but near enough for this calculation.

In that territory on a 6 per cent basis, a bank in

Boston, whers certdinly one should be eatablished, it would

z
gseem to me, as administering to a more or less, and decidedly,

more than less, homogensous population, would amount to
§47,8C0,C00, on a 6 per cent assessment on the capital and
surrlus. Of course any regional bank established in the

northeastam section would always be in a credit neighbor-
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hood; in other worde it would always have more mcney to
lcan that it would have depands on it for the loans; that |
is a situation which is fundamentally there and cannot be
avoided by any districting you can make. ’

In tbte Rew York district I have rather arbitrarily

placed the State of New Ycrk, the western halves territor-

ially of Uassachusetts and Conneotiocut, the State of NHew
Jersey, and all that part ¢f Penneylvania which is north-
sast of a line drawn from the ncrthern dboundary cf the
State c¢f Delaware, running ncorthwest to the western bound-

ary of Penneylvania, where it strikes Lake Erie, at or about

the City of Erie., Of ocourse it would include the city of
Philadelphia. It would, on the other hand, throw the City of§
Pittsburg either into ites own dietrict, or into some dintrio%
+ gouth of that line, which we hore will be Baltimore, if
you chose; <for the reason that, generally spesaking, the

movement of traffic over the Baltimore & Ohio, and over

the Pennsylvania to Harrisburg and scuth to Baltimore, ise

quite important, and in the southern tier of counties of

i’ Pennsylvania, almost entirely the Oity of Baltimore, l
The lower tier of counties deal very wmuch more largely

with Baltimcre than they do with their owm metropolitan
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city.

NOow a bank established in New York in this certain
cutlined territory, would have a maximum ocapital, on a 6
Y per cent figuring, of $36,800,000; that is on the 6 per
cent caloulation.

In dealing with Baltimore or any territory outlined
south of that line, we would take the states of Delaware,
% Maryland, and that portion of Pénnsylvania which we have

? put southwest of that arbitrary line, Virginia, West Vir-

ginia, the two Carolinas, Georgia, Florida, and I might
say arbitrarily, the northern half of the State of Alabama,
for reascns which, while apparently arbitrary, I have a
reason for,

That makes Quite a long list of states, but in that
group of states will be found conditions altogether diesimi-
lar to those in sgidence north of the Potomac River, In
the territory north of the Potomac River the National
Bank is in its greatest development. In other words,there
are relatively few state chartered institutions in that
territory compared either numerically or from the view of
capital, as we have national banks, excepting the big Trust
Companies in New York City. TV¥hereas, in this territory
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below the Potomac River the national banks are relatively
few in number, while of the state banks there are just
about twice as many if not more. That suggests this thought
right here, that with the development of this getem, which
will mean the accretion to the system, resulting from ths
conversion of state banks intoc national banks under the
new law, while there will be relatively small accretion
from the territory #0 largely monopolized now by national
banks, just as soon as the state chartered institutions

in theses other gections of the country are made aware of
the privileges given them under this act, you will find
that their regional bank for their territory will develop
very much more rapidly. 80 that in suggesting Baltimore
a8 the site of ons of those regional banks, the oity
being well to the northeasternmost limit of the territory
which we have cutlined, it might well be that before a great
while, instead of a branch bank at some other center here,
the territory might very well develop along perfectly nat-
ural lines until it could, with entire propriety, support
a regional bank of its own, VWhersas, if you put a region-
al bank in the geographical center of such a territory,

with the same development, you would not have the same lati-
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RS

tude in making any further subdivision of that territory

without disturbing two factors instead of one.

f I have outlined hers as the territory attached to

j Chicago, the S8tates of Minnesota, Wisconsin, Michigan, Ohio,

! Iowa, and the northern half cf Illinois and Indiana. That
will give the northern half of Illinois probably 4.5ths of
the banking powsr of the state of Illinois, whils the nor-
thern half of Indiana will give about three-quarters, having
in it the City of Indianapclis and so on, of the banking
power of Indiana. That bank would have acapital, at 6 per
cent of $20,500,000,

To 8t. Louis we have given the southern halves of
Illinois and Indiana, and the states of Missouri, Kentuoky,
Tennessee, and the northern half of Arkansas. The bank there
would have a ocapital of $9,000,000,

TO0 New Orleans we have placed theeouthern half of
Alabama, Mississippi, Loulsiana, the lower half of Arkansas,
Texas, the State of Oklahoma, which is more or less arbi-
trary, I recognizing the fact that the general drift and
trend of commerce from Oklahoma is to 8t. Louis almost di-
reotly, and to make it go or dissociate the trads from

the oredit by diverting the oredit to New Orleans, would
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probably not be natural, but I had in mind the necessities of
the situation as outlined in the law, the desirability of
having these banks as nearly alike as they possibly might

be, so for whatever it was worth I have indicated that ter-

AN T o | wae em o o

| ritory as inocluding Oklahoma, with the lower halves of

Arizona and New Mexioco, whioh would give the New Orleans bank

a ocapital of $7,530,000.
' The Secretary of Agrioculture: ¥hat are the facts, scfar
as you know, as to the relations of Texas? Are they with

! HNew Orleans, or with the banke further north?

Ur. Ingle: Texas deals quite extensively with 8t. Louis,
mors largely, I imagine, in the way of exchange, and by
reason of the fact thet St. Louis ie a Central Reserve
City, and that Texas, having several reserve city banks in
it, those banks, and they are large banks, are obligated to
keep their reserves in a central reserve city, which forces
them to 8t. Louis, rather than in any other direction.

Here again, in suggesting New Orleans at the outset,
I have in mind that with the gradual development of this
territory, in Oklahoma, for instance, and in northern Texas,
which is developing very rapidly indeed, the time will soon
come when there will be room in that territory to establish
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! another regional bank. At such time, with a bank in New

i Orleans, in operation, it is altogether cbvious that such a
new bank could be established in Galveston, say, or Hous-
ton,

We take it as a general proposition that, everything

St vmenT o wno:eivmaik

else being nearlyequal, all of these banks, if it were

possible, should be established at a desp water port, some-

S T

where or other. We have it in Chicago with respsct to the

water trade of the Lakes; we have it in Boston, New Ycrk,

S o v

Baltimore, New Orleans and San Francisco, 8¢ that there

would be under this outline or suggestive map, eight dis-

triots, only two of which would not have deep wmater ports,
8t. Louis, and one other.

In San Francisco, I have simply included the trans-
Rogky Mountain territory, Washington, Oregon, California,
Nevada, Utah, Idaho and sc on. This bank would have a
oapital of §7,700,000,

In oonnection with the remaining district, I suggest
Omahs as preferabls to Denver, for the reason that the
trade movement 1s surely more gensral towards Omaha, than
! 4t ie towarde Denver. And in the Omaha district you would

have ¥ontana, the two Dakotas, Wyoming, Rebraska, Colora-
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do and the northern half of Arizona and New Mexico. Such a

bank there would have a oapital of $4,100,000,

TR

These several tigu}ea will aggregate $108,000,000

which is 8 per cent on the present national bank capital

and surplus.

DTS e s, sk

The Secretary of the Treasury: You include Denver, you say

in the Omaha district?

ot e T

Mr, Ingle: Yes,
\ The Secretary of the Treasury: You are suggesting Omaha

a8 against Denver?

Mr, Ingle: Yes, altogether without prejudice, you under-

e m e

stand, I have no particular interest when we get that
f far away from home.

The Secretary of the Treasury: I sse. The map is not be-
fore me, and I wanted to sece 1f I get the cytline of gour
piang

M. Ingle: Here is a oopy of the map,

The SBecretary of the Treasury: We will mark this as
i Exhidbit A to Mr. Ingle's testimony.

(The map presented by Mr. Ingle was acocordingly marked
Exhibit A to Mr. Ingle's teatimony).

The Secretary of the Treasury: You may proceed.
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Mr, Ingle: ©Now, personally, I do not feel that the size
cf any single cne of these banks has any important
relation to the general proposition itself. I think that
in effect, not only in the eyes of the world abroad, but
in the eyes of the world at home, when the system shall
bs better understood, we really have a central bank, which
central bank is the Federal Reserve Board in Washington
City, whioch controls all the eight to twelve or more banks,
which may be ordered later. And again I suggeet that these
banks, I ahoulé suppose, should be at a deep water port, for
the very important reason that it is there that the foreign
exbhange is made against exports, and is liquidated largely
againat imports.

The Secretary of the Treasury: 1I® most of that foreign
exchange handled through New York, even though it originates
in Baltimore?

Mr. Ingle: I imagine, genasrally speaking, it goea there
because the situation is so made in New York, that it is
the headquarters, under these o0ld conditions with whioh we
are all familiar. Now with the establishment --

The Secretary of the Treasury: As to the foreign trade,
that 1s & more normal condition in Kew York, is it not?

.org/
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| That ie, there is no artificial element in the New York
situation, so far as foreign trade ie concerned.
Mr, Ingle: Excepting only, sir, that the exchange handled

in New York reflects not only the volume cf the merchandise

shipments from the Port of New York, ani this adjacent
| territory, but it is there collected from the entire United

/ Btﬂ.t.‘o
|  The Secrstary of the Treasury: Exaotly, but what I mean

; is, that is due more to the facilities of the port of New
Yerk, I mean the facilities of the port itself, as well as

the transportation facilities and the great steamship lines

Mot = me g an

that converge upon New York City.
Hr. Ingle: You mean facilitiee of Wew York as an exchange

center, and not as a transportation center in any wise?

The Becretary of the Treasury: Yes,

Mr, Ingle: Of course, all of our exchange in Baltimore,
is made of course in Baltimore against shipments leaving
the Baltimore docks. That exohange ie bid for by the bank-
ing houses in Néw York or Philadelphia, or poseibly in
Baltimore, 2 ocouple of them; but New York gets practically

all. It leaves the country via New York and finds its
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way to New York. But when we make the ex change, and under
the law the Federal Reserve Banks will be permitted to have

their foreign branches, and when independent national

BRI s a2

banks will be permitted to have their foreign branches, it
is altogether likely that that, shall I say abnormal, concen-

= WP

tration of this exchange will not be in any one city, but

it will just as naturally flow from Baltimore, the moment
it 1s made, to Hamburg or Bremen, or Parig -

The Secretary of the Treasury: The transportation
might be via New York, but the actual exchange itself would
be cleared, you think, through the point of organiza-
tion,

Mr, Ingle: My mind, an@ the important thought I have
constantly before me ia this, that I take it that thes pur-
poss of this bill is to see that the exchange, no matter
¢f what nature, whether domestic or foreign, shall follow
the actual course of the merchandise which jt repreaents.

The BSecretary of the Treasury: Well, normal courses.

NI, Ingle: Normal ocourses. Now, when Baltimore exports
so many million bushels of corn and draws against the pure

chager of that com on the other side of the water, first

T

the proceeds of the sale of that corn to Baltimore will
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AT rnne T

be deposited in Baltimore rather than transferred to any-

e e

where else; and seoond, when that corn is scld, that the
{ Baltimore bank will, if you choose, be in the market for

thatexchange, and will diepatch that exchange, if it pur-

i e s

chages it, direct to its ocorrespondent on the other side

of the water without the intervention of any outeide agenoy.
It may go to Wew York, or go to Norfolk to catoh a partiocular
vessel, by mail, but that is the only relation any other
outside agency would have to that transaction.

The Secretary of the Treasury: The Cocmmittee would like
to be informed, Mr', Ingle, on the importance you attach
to the looation of a Federal Reserve Bank because of any
forsign exchangs or forsign business that it does of the
kind you are just desoribing. WNow to what axt;nt do you
think that is an important element in determining the loca-
tion of such & bank?

Mr, Ingle: I think it is, I will notsay vital, but I
think it ie a very important element.

The Seoretary of the Treasury: Would you elaborate on
that & bdbit. Tell us the amount of foreign exchange hand-
led at Baltimore, as against the domestic exchange or

clearances thers, 80 we oan see how much of a factor it 1is
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in the situation?

Mr, Ingle: Ths exporte from our port during 1913 were
$100,000,000, In 1913, thsy vere §117,000,000, that is
exports from the port of Baltimore. Of course every
dollar of that --

The Ssoretary of the Treasury: That is the value?

Mr, Ingle: The total value of the ocutgoing commerce of
the port. I assums that these are customs figures.

The Secretary of the Treasury: Did you say those are the
customary figures?

NMr, Ingle: The figures from the Custom House. Of that
volums, approximately $40,000,000 of that was represen-
ted in corn and wheat and cats, in the exports of which
cereals our port is superior to any on the Oozst, I believe.

The Secretary of the Treasury: Is that business increasing
or decrsasing, in Baltimore?

Mr, Ingle: It is very hard to make a yes or no answer to
that particular question. It depends sc much upon orop con-
ditions at home and abroad, One year may be the South
American crop will be heavy, and our own crop in the west
will be very light, end we will have relative little to

sxport. Of gourse our sxport figures will suffer in that
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1
1

jarticular season, In other ysars those conditions will

pa reversed, and ow figures will be very large indeed, i
Ths Secretary of the Treasury: VWhat amount of those

exports do you think i4s handled by the Baltimore bank?

Mr. Ingle: ZXvery dollar of that ~- I am speaking partic=-
fularly now of ths grain exports; that grein reaches Balti-
Emore from the Middle West and from the Winnipeg and Canadian
;territory and avery placs east and southeast of that; it all
-comes down, or much of it, from the Cunadian country through
':fthe Takes and is eithsr unloaded at Buffalo or Fairport, Ohie|
ésnd comes to Baltimore, for the simple reason that Baltimore
?ia 100 miles nearsr than any place else on the map to deep

water, and we have that advantage of a freight rate e

5
0
]
-2

The Secretary of the Treaswry: You have a favorable freight

¥r. Ingle ¢ Well, we do not oall it favorabls, but it

,?13 a natural advantage which we have, Ivery bit of that
|
agraln will come down and will be slevated, if you choose, at

§ Buffalo, and keep on its way to Baltimore, to which city
Ji’ .
iiulao comes a draft attached to the bill of lading covering

"

gthnt grain., The man at destination will pay that draft,

g:not out of his own resources, bui he pledges that bill

s, it AR i S et e A, e

rg/
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'of lading and his documants against advances in his bank,
;fao in that way essentially every dollar's ¥orth of that
;‘-commerce is financed by the banks 4in Bal'timore, and thsre

'are relatively few of them in the general neighborhood of

|

.the business down town. When foreignexchange is made against |
;that, and this exporter gots his master's Bslls, he is

gin the public exchange market. With a bank in Baltimore

,he would go across the street, he gets his documents signed

gat half past 2 o'cleck, if you choose, on & given day, and
‘ |

'he goes across the street to his own bank, which will accept

?it, and his own bank in turn will take it at once to the

} /
j rogional bank around the corner, and that document is f

;
‘turned into cash, to all intents and purposes, from the

i
kK
! view point of hoth the exporter and the losal bank, the

gmoment it oan be made, Whereas, if that piece of exchange
i
' has to be sent to Richmond, or Atlanta or Columbia, time
; iﬂ -

The Becrstary of the Treasury: Well, a branth could buy

' it thore as easily, could it not?

[
q

Mr. Inzjle: It depends vary largely. I appreciate the

' wide latitude given the Federal Reserve Bank in the

!

| establishment of these branch banks. I think the law says
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in effect, =nd only to this extent, that the Board may es-
tablish dranch banks =-

The Bacretary of the Treasury: No, the law says that
the Federzl Board shall establish branch banks.

¥r, Ingle: Well, shall establish branch banks.

The Secretary of ths Treasury: And that the Fsgeral
Reserve Board shall muke the necessary regulations and rules.

Ur, Inglet That is what I msan, they give tham very
j-nide latitude as to the management. Now whether those
fbranch banks will be simply local offices, with a roam
?n which to taks things and use them as a forwarding agent
io their headquarters, or whethor they are to be branches
having the power of initiative, in, say the purchase of
pllls and in granting loans, and in otherwise acting

Fo all intents and purposes as a regional dbank, I do not know.

The Secretary of the Treasury! They are managsd by a board

f seven directors and under the Act those directors are to

Bt - & soome s,

have ths same qualifications as the directors of the Regional

i
Banks themselves, or the Headquarters Biinks,

3 The Secretary of Agriculture: The only difference that
r;ha law establishes, of course the Federal Reserve Board may

Say this or that, 13 that in the one cage the member banks

)
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B - R

»
i
H
i
K]

i
Belect six directors, and in the other case the Ceniral

heacno Board ~nd the Federal Reserve Board name the direc-
!

;'tora-

Th: Seoretary of the Treasury? They name seven directors,

The Secretary of Agriculture: That is the only essential

diffsrence.

r
|
i
t
L
| Yr, Inglet As to the number of banks, whether thsy are
{

lactual banks or branches of a lssser number of banks, I
'fmight say this, that in response to a letter written I

‘think by Benator Hitchcook, at one time there, I venture to

!
isay that in my Judgment twelve banks would bs better than

‘g‘eight, if it could be so arranged, in dividing the capital
gunder the law, that twelve banks could be fitted in the
gterritory of ths gountry, for this prime reason, that the
‘f amaller you make the district, until you reach the point
ﬁwhen the banks would be s0 ineignificant as to be not looked
upon with any ssriousness, shall I say, as individuml units,

1 the smaller you make the unite,the more potent would be

the directing force of thoue units to pass upon local credits

- and conditions, although in making the units too small,

élﬁr. Becretary, I suggest this, that you would then have
one bank in a comparatively small territory so homogensous
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in every respect as to psrmit no play betwesn a plsntiful
' supply of funds at one end in one season, and & PoOr Supe

"ply at the other end at the same momsnt.

Ths Bacretary of the Irsasury:! Such a bank might de a

constant borrower.

Mr, Ingle: Yes,

The Secretary of the Tresasury: In other words, with a

larger number of units, it would have a tandency to devolve

upon the Federal Reserve Board a largsr amount of actual

banking.

| ¥r. Ingle: You would, in the exercise of their auto-

cratic powors,

The Socrstary of the Ireasury: They would have to e

constantly ocompelling one bank to discount for another,

i M¥r. Ingle: Yes.

The Seoretary of the Trsasury:! Unless the banks under

. the permissive power of the board, did that of their own

volition?

| ¥r, Ingle: Yes,

The Secretary of thse Treasury: And the units would be

weaker?

ST, o e s -

;
3
4
i
'.

Mr., Ingle: Yas,
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: The Secretary of the Treasury: You would expect to overcoms
 that by more p erfect co-ordination through the ¥ederal Re-

servae Board?

i Mr, Ingle: Yes.
! Tha Secretary of the Treasury: The Board has that power,
of courss, and to what extent we ought to rely upon that
rower rathsr than allow the individual bank to resort to
that rractice only in the case of necessity, is another ques-
tion. But you umitted to answer ons nart of the gestion
which I asked you., You gave me ths foreign exchange or
exports of Baliimore, but you did not give me an idea of
the domestic trade thsre as contrasted with the foreign,
¥r, Ingle: MNr. Secretary, I do not know that I am pre-
| parsed to make even a very rough guess in responase to that
qusstion. I do not think we have anything on that, because
it is an extremely elusive proposition. We hsavenothing
| which will indicate it, in my judgment, taking it offhandes
The Sscretary of the Treasury:! You have this, you have an
idea, and I suppose it is ascertainable, to what extsnt
the business of the Yanks of Baltimore is purely domese
tic, and to what extent it is foreign.
Nr. Ingle: That is a very intricate problem to solve,

I should imagine, Mr. MoAddo.

Digitized for FRASER§
http://fraser.stlouisfeo' org/
Federal Reserve Bank of St. Louis




R A o &

gwh William Ingle 797

The Becretary of the Treasury: The volums of your busi-
' ness thers, ou say you lmow how much foreign exchange you
" dezl in. You think it 18 a very important factor in the
i docation of a benk,
Hr. Ingle: Yes, but that 18 a concrete thing.

T> e Becretary of the Treasury:! But everything except the

LA e ey mv—

Toreign is domestic, is it not?
¥r. Ingle: I cannot debate that proposition, sir. That

is exactly right.

g i e e o g >

Ths Secretary of the Ireasury: Is that a question for
debate? What slse is there except foreign and domestic
transactions with banks?

Mr. Ingle: You mean clearances?

Ty = 3, ey ks iy e

The Secratary of the Treasury: Yes,

Mr. Ingle: You mean the total bank clearances of Balti-
'more? Thsre again, that does not réflect the business of
| the port in any wise, because the clearances are affected
Eby 80 mony things that have no relation whatever to commerce,
;Uhan speculation is active, our clearances will be three

' times the volume of the clearances in a time when things

; are quet.

The Secretary of the Treaswury: I know the question is in-
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;volved by soms complexities and difficulties, but in making
t.he division before us, we try to reach it in this way, to
gtake the average turn-over of a bank in a year, so to
Espe&k, the general volume of its business transactions,
fiboth domestic and foreign transactions, how much of it
{would be foreign, andhow much of it would be domestic.

§We wiuld 1ike to get some line on that, if it i8 possibe
ito do 1t.

Mr. Ingle: I would be very glad to apply myself to that
fthought, but with what success, I cannot promise.

The Secretary of the Treasury:! Unless we get that, how
far ocan you say with any degrae of certainty that this

i

 committee ought to give serious consideration to the im-

Eportant factor of foreign exchange as bearing upon the
;detomination of the location of one of these banks.

Y Mr, Ingle: Xor the simple reason that we Xnow that this
' train moves from these interior sections to the port of

Baltimore for export, at the port of Baltimore, We also

: know that in addition to that trade which comses to Baltimore

< e

i for export and 4s represented by these foreign bills of

exchange, we have at Baltimore manufacturing and dis-

fftributing industries which deal with this interior terri-

F
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i tory. for

Thu Sscretary of the Treasury: But ag determining the

{ head. uarters of the bank itself, I should liks really more

lisht upon that point, becauss if these transastions coud
be cared for just as well tarough a branch bank located zt

. Baltimore, for instance, as through the msadquarters bank,

if that were astublishod there, then it would not become a

e g

matter of so much importance, =0 long as you had a dbranch,

Wo heard a good deal of this in Now York, and in a general

PRV S

way, aboui{ ithe importance of foreign exchange bearing upon

ths location of these benka, but we did nut get any concrete

statement, we had no figures, it was just statements,

BT e

Just assertions; end naturally, we would like, as far as

possible, to have som¢ concrete figuras,

Nr. Ingle : Have you besn able to get at any other hearipg
any figures upon which you thought you could rely, touching
that general subject? 1 ask for my own ianformation, 8o
I might have something to hope for.

The Seorstar; of the Treasury: Yes, we got some very
interesting figures about the volume of foreign exchange
in the banks there, but they all answered, on the domestic

5 phams of it, just as you are answering.
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|

Z' Ur. Ingle: It shows that I am not unique, then., You have
ggivem ms3 a little more encouragemsnt to make some effort to
ascertaln it.

. The Sccretary of the Treaswy: They said they would attempt
gto get some such figures and thouzht they were available.
Mr. Ingla: I want to suggest this, that the total clear-
a;&mceu do not in any wiase msan anything at all in such a
conneotion,

The Sascoretary of the Treasury: We are gquire aware of
that.

; Mr, Ingle: I know you ars, sir,

Xhe Bacretary of the Treasury: Yes.

Mr. Ingle: But it is a pretty diffioult thing, but still
that i8 not for ms to take up youwr time with now, but I
can understand you have cut out quite a task for me,

. or quite a pleasurable task, we will say bafore you any-
how, but we will sendeavor to do it,

The Seoretary of Agriculture: I understood you to say
that you hard some tables showing the present transactions
and course of trade with the south, in this section.

¥r. Ingle: Yesj in the states of Maryland, the District

of Columbia, Virginia, West Virginia, North Carolina and
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' South Carolina there exist 1802 banking institutions, re-

iporting a capital, which means everything, I assume, except

| sagings banks, 1802 institutions. Out of a total of 1802,

13

1513 have ascounts in New York, 659 have accounts in Balti-
'more, 253 have ascounts in Philadelphia, B2 have accounts
'in WVashington, 128 have accounts in Pittsburg, 42 in

, Cincinmati, and 98 in Ricmond. Those include National

i

f Banks as well as State Banks in that territory.

| The Becretary of the Treasury: I was going to say you
include both, Now have you figures on the National hanks
alone?

The Secretary of Agriculturs: We have thuse.

The Sscrstary of ths Treasury: I was wondering if you
had considered ihem.
¥r. Ingle: No, only the reserve agencles,

The Becretary of the Treasury: We have them.

Hr. Ingletl have here the figures showing how many of
those national banks in that territory have designated
Baltimore banks as their reserve sgents, if that is of any
interest to you in this connsction.

Ths Secretary of Agriculture: You will file that?

i Mr. Ingle: This will all be part of the exhibit, yss,
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!
f The Becretary of t:e Treasury: Have you any other witnesseg
Ebesides ¥r, Ingle, who dssire to be hsard?

’ Mr. Newcomer: XNo, I do not think so, Nr., Hershey was

the only other speaker, and he says it is not important

for him to be hoard.

The Bacretary of the Treasury: I shall have to ask you to
Eexc:m:m ms, recaussé I have anothsr very important meeting;
but Secretary Houston will hsar you until you gput in your
testimony.

(At this point the Secretary of the Treasury withdrew
from the hsaring room).

The Secoretary of Agriculture: VWhat was that number of
National Banks that have designated Baltimore banks as their
reserve agents?

Nr, Ingle: Baltimore's ressrves are 84 banks in Maryland.,
117 in Virginia, 73 in West Virginia, 53 in Norih Carolina
and 31 in South Carolina. Those of course ars National
Bank figures, sntirely.

The Secretary of Agriculture! Yes, we have those. I
Just wanted to ses what it was.

Mr, Ingle:t 0Of ourse, Mr. Houston, every bank in the

country is practically obligated to leep a balznce in
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éNew York, essentially s80. You asked a question awhile
- ago, and you injuired why thaut was, whether it was for
exchange, or for other purposes. Of course those balances
ares kept for different purposes. 8Some 1art of them for pur-
yoses of exchunge, which is comp:lled under the general
| trond of business i«nd customs, established under the lew as
it h+.8 existed. The people h ave a habit, and they have besn
compelled, shall I say, under th: rules of ths local clearing
houses up north, which say "Send us New York Exchange®,
That simply means that everything ithat comes to New York
carrui._ wmore weight than from any other place i‘n the country,
#nd they do it for New York without a murmur, whereas if
}aéitimore would do it, they would say if you don't take
what we send you, you will have to do without.
The Bacoretary of Agriculture: They nover have doﬁo any-
thing else. |
Nr. Inglet No, Then again, part of that balance isksut
thers for the sake of the sccomodation it will command when
nesded, as under the older law New Yurk is a court of last
resort, you might say, and when they get to resorting to
artificial means of supplying that demand, ws have exhausted

| every resuvurge in our power, until thias law goes into effect.
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Again, a great share of that money, quite a largs volume
of it, rcachss there for investment in the market, vou

understand, All of those things have a tendsency to make

money flow out of the¢ section: whers the merchandise which

it pays rests, into the section where the funds are trans~
ferreda for these purposes.

You also asked about the _wstion of interest on
balances, I think, as Mr, Newcomer has said, asids from
two banks in Baltimors, the rule there is 2 per cent ,
Any bank paying S per cent is looked upon as not heing
altogether ethical, or I might use a stronger word., 2 per
cent ia the 1imit of safety in =altimore, with the
conditions as ws find them.

I will say this, that a bank in Baltimore will minister
to mixed conditions, just such conditions as it would
seem to us make for an ideal banking situatiﬁn, in that
while the northernhalf of that territory might fairly dbe
called & credit territory, the lower Malf of it is more or
less constantly a dedbit territory, and in the market for
loans most of the time.

There was also a refercnoe made to commercial psper.

ot. Louis
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By reason of thc fact that this old law has forced remite

' tances out of their natural position, I think you will find
)|

, that under this law a very great deal more of commercial
L
§

' paper will be made than heretoforse. In othsr words, thess

' eredits to which Mr., Rurst referred will not s8¢ consist-

{
i

ently taks tue furm of a book credit, but that the jobbers

will more and mors ask for a note which thsy can use as

: double-name paper to the banks buying it, rather than de~

pending 80 largely upon single name paper which is now in

the market, and I think that would also make for very much

better conditions than have obtained for some little time.
Of course you will understand also, ¥r. Houston,

: that in that territory, Baltimore being the largest centrs,

’ very much the greater volume of checks would be drawn on

. Baltimors than :ny other city in it, Xow i{ those checks

were routed to any city in that territory other than Balti-

movrs for collection and liquidation, there would be a

| delayalways of one day at least in the finkl payment of

thosa checks. In other words, should not the central point

of distribution, the cenkral oclearing houss, if you choose,

bs at the point upon which the greatsst number of these

cheoks happen t0 be drawn, or are kpt to be drawn in a
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very large way?
I have made scme figures here referring to the

Paltimorse situation, which I have not made referring to

the other sevon districts which I have outlined on this

m:pe In the territory as vidtlined on that map, which I have
placed in evidencs, the capital and surplus of the Hational

Rank is $215,000,000, which, upon & six per cent basis would

give $12,900,000 as the capital of = Federal Reserve Rank, |

The reserve, 15 per cent on$442,000,000 of deposits, would
be $66,000,000, B8 per cent on the savings deposits would |
oqual $11,000,000; or thers would be §77,000,000 reserve |
re . uired. Six-fifteemths of that §77,000,000, which
would be the required deposit in the Federal Reserve pank,
would give that Federal Reserve Bank in the Baltimore dis-
trict, in that territory, a deposit line of $31,000,000

plus $9,000,000 of government deposits, which in October

last were in the sams territory, or $40,000,000 of depositis,)

plus $12,000,000 of capital or $532,000,000 available to

supply the wants of that territory. At that time the

Pills payable and cashier 's checks only amounted to

§23,000,000, but that was in October, after considerable

i . e A s 2 e Bt s o v 3 25 it . S e+t e oo ko,
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Tt

} 1iquidation had besn had, znd I do not include as debts
| any part of the very large item carried as certificates
g}ot’dqposit, which in several of the states means that

4t 48 bills payadble, to all intents andﬂpurposea.
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¥r. Ingle: Now, I do not say ==

By s ey o

I8 Secretary of Agriculturet File that with the

< e e mm

Committee,

. naapy o

Mr. Ingle : With this little memorandum I have here?
The Secretary of Agriculture: Yes, if you wieh,
Mr, In,le ¢! Very g.od, sir, XNow, I do not know ==

The Secretary of Agriculture: How intimately should you

TE IR S TN AD S e i 3 e g g e

say that Baltimore ie in touch, in a business way with

. South Carolina, Florida and lower Georgjia?

i Hr, Ingle: I am swprised, sir, at the -—= I was going to
say almost absolute unanimity with which the banks in

. Florida made reply to our oircular letter which we hastily

prepared and di spatched sbout a weex ago. With one consent

the banks in - I shan't read you the letters = with one

consent the bhanks in Florida all say Paltimore iz their

- preference. Palmetto, for instance, entitles us to the

i £irst olaim as a proper location of a regional bank next

ﬁ south of New York. Zolfa, ¥la.,, almost exactly the same

- thing, although 300 miles apart, Palm Beach, writing what

he ocan 4o to helpget a bank in Baltimore. Punta Gorda,

9
|
i
. ¥la,, should have th: mext regional bank south of liew York.
I

This was not a suggestion in ocur letter that named that,

'
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Our lettier simply asked shat he thought of one in Baltimore,

The Secretary of Agriculture: Would you file & copy of

fyour circular letter?

| ¥r, Ingle: I will be glad to do that.

é Ths Becretary of Agriculture: Would you care to leave
 those rezlies with the Committee?

Mr, Ingle:l would be glad. I only picked these out of

1150, and I blue penciled soms in here. One gentleman in
.'ut Virginia wrote, evide-tly in more or less ignorance
uf ths purpose of the law, that hs preferred Pittsburgh,
E:('ox- the reason that the Pittsburgh banks all paid three per
'oont. That is one reason. ®The one reason why we prefer
Pittsburgh rather than any other city, is on acoount of the
rate of interest that Pittsburgh banks pay on ‘balanou(.
Ranks through this section ali pay four per cent, on time
deposits anmd naturally th:y feel the necessity of getting
all the can out of their surplus funds.,® Whethsr he was
in Pittsburgh in 1907 doponent sayeth not. Some of these
extracts are quite intersesting. I have one here on top of
my pile, It was from a city not a very great disztance from
the City of Washington. In fact, s long range gun nowadays

would come pretty near nitting it. He says, "As a matter

/
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b
f:

%of state pride we have already agreed to use what influence

 we had in favor of Ricimond, although we know our interest
jin preference favors raltimore, You can certaibly count
5‘ on us infavor of Baltimore as second choice.” In other
iwords, a matter of local pridel but some of tlmse extracts
;ue quite interesting, I have one from Rockville, quite
:cloae to Washington, suggesting Baltimore as the only place
. on the map., Bandy Spring -- I want to point out this one
thought, sir, there is a great section of West Virginia,
very much nearsr Raltimore by transportation and every
other way than any other part of the state, The entire
8henandoah Valley and with, I was going to say, with one
consent, the banks up there all named Baltimore first,
ssgcond and third, They don't sesm to have any other, All
the eastern shors of Virginia «- two lower counties of
Virginia, for very obvious reasons, and other nQotions of
Virginia, too, sir, as far as that is concerned. I oan

, Bhow 17 letters, if you chgooo, from as many Virginia banks.
I think eight of thom express a first choice for Baltimore
&nd nine as & first choice for Riclumond, but all express a
sscond choics as Baltimore. Now, I submit that é.ftar they

{ 8¢t through with the favorite sonvote, that you will find
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that from our letters we will have practically unanimity in
a choice of Baltimore as sscond place, which means that that
I:la the natural and normal place t9 which their business now
'goes and h s always gone. Of coursse, Mr, Houston, years
ago shan credit was not as sasy as it is now, when con-
ditions were altogether different, it was to Baltimore that

that entire section of country turned for help. They got

it at Baltimore, becauss I imagine Baltimore best understood
the people down b:low us thers., They knew the honesty there
of purpose, a..d they knew that while they were taking a
chanos, that if it ever developed, their monsy would all
coms back, It has coms back in a large way, although not
without considerable loss as we all know. I can also say
this! Baltimore is peculiarly ide .tified with the cotton
milling business of the Carolinas specials. It was frum
Baltimore that many of those mills were originally financed,
and when I say financed, they werenot promoted. Those
mills rspresent 100 cant dollars and it 18 in Baltimors now
that a great number of those mills maks their borrowings,

I Xnow one bank has 38 mill accounts in the two Carolinas.
The Secretary of Agriculture: Wnat would you say to

the suggestion of Philadelphia as & centre for this section,
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down to South Carolina and Florida?

¥r. Ingle: I think that would be an altogether arbitrary
arrangement. Whils I think, sir, that in order not to
sharply violate the law -~ what shall I say -- we would
prefer, eversthing else being agreeabls - we would prefer
' t0 deal with Philadelphia through & branch bank, or without
the intervention of a dranchbank if you choose, thun to
have tov pump our water up hill to Richmond or Columbia, or
¥r. Hope, W,.Va. You can understad ., I think it would de
Just as arbitrary to tie up that territory south of the
Potomac River, with a city like Philadelphia. I do not
think our friends up thers at all fudly appreciate the
make-up of the southern minds, certainly not as clcaely as
we people, who ars more nearl: related to them by every tie.
I oaumnot impose upon your time, but I should very much 1like
You to ses the general trend of this correspondsnce here,
from the Virginias, North and BSouth Carolina, Gsorgis,
Florida, and Alabama. It is most gratifying. This is
only a sample, sir, of what we have. FKere is one from
Dalton, Gx. *Sincersly hope ths Cityof Baltimord will
i  be a.pointed the seat of one of tho regional Reserve

Banks .*
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The Secretary of Agriculture: Now, if you will leavse
$hose, I shall b= glad to glance over them and I can do it
guch more \uickly.

Nr. Newcomer: Do I understand you want some 1500 letters
ye have there?

The Bscretary of Agriculture: XNo, just these would give

¢ what I want. You analyzed them, I believe, did you not,
L. Rewcomer,

Mr. Newcomer: Yes, sir. I just gave you a memorandum

of how many favored Baltimore and how many were second
hoice.

The Bsoretary of Agriculture! Anything else?

Mr. Ingle ! ys there any point which I have not touched,
gentlaasn, that ocours to you as needing any elaboration?
0f course, you will arpreciate that these letters are only
from dbanks.

The Becretary of Agriculture! Yes,

Mr. Ingle ¢ Our merchants addressed their mercantile
friends and their testimony is simply cumulative., That is
all, and I want to leave this impression, sir, thut while
t the banks in Baltimors, in thoir own trads territory loan
Yery heavily south of t1s Potomac River, primarily, as Mr.
Digitized for FRASER
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|
%wst pointed out, that is only a fraction of the total
redit extonded that section by our town. I should imagine
hat 4t would not be difficult to pick out ten jobbing
ouses in Baltimore there, which, on or about the lst of
tober probably have as much &8 I think twelve or fifteen
jpillion dollars worth of credits down there, awaiting the
sale of the cotton crup.

The Secretary of Agrioculture! That is usual in this
section?

Mr. Ingle: =xamctly 80, but I msan it is not measured at
a1l by our banking figures.

Ths Becretary of Agriculture: Yes, I an familiar with
'that fact,

. Kr. Ingle : Soms Horth Carolina letters here, sir, that
are very strikingly favorable to our city, and I may add
this, that while our very ambitious and energetic friends

' in Richmond == long may they live == went down south
 psrsonally and got hold of the Executive Committee of the
Horth Carolina State Bankers' Assooiation and had them

| ondorse Riclmond as their first choice, notwithstanding that

,. independsnt letters from Horth Carolina banks, while soms

of them say that by reason of this endornqment of their

Digitized for FRASER|
http://fraser.stlouisfedforg/
Federal Reserve Bank of St. Louis




L-m Willian Ingle 815

Cormittee they feel murally bound by it, at the same time

they recamend Baltimore as the logioal place for a bank

to serve their territory, and I have one letter which said
;that the motion as first drawn ssid that 4 they could not
get Riclmond, then Baltimore was their second choice, and

v our friends very wisely thought that it would be unwise to
even suggest, by mentioning ths name of Baltimore as a

| com;etitor, so they omitted ths nams of Baltimore from their
resolution, and went on to say in substance if Ri{chmond
should not e chosen, than some other city to the north of

| us, which baing interpreted means Baltimore.

Mr. Rewcomer: Mr. Ssoretary, just befors you adjourn,

I presume you are through with your questions -~ I just want

to take tho opportunity to thank you and Secretary McAdoo

for this hearing you have given us, and for your courtesy
and Latiencs, and to say that 1f there is anything elss we
gan furnish you later, we of course will be glad to co-
opsrate in any way we can. There was one gentleman that

I would huve 1iked to have had with us today. He was
intending to come with us, buthad jersonal businsss in

New York and was unable tomuke the trip., He has got a

big mail order houss that last year done a business of
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approximately $16,000,000., I am infored from his own
authority that he carries 75,000 accounts in the south,
That means he could give you a good deal of light on so uth-
ern conditions,

Ths Becretary of Agriculture : If you desire, he may
subtmit 2 brief statement, Xr. liewconmer,

Mr. Newcomer: I will be glad to suggest that to him,

with great pleasure.

Xr. Hurst: MNr, Becretary, may I mnswer one question put
hers a few nminutes ago, as to the charaster of the letters
sent out?

Ths BSecretary of Agriculture: Yes.

Nr. Hurst: I will give you ones here: "If you have not
already replied to a similar letter, will you pleass write
us immediately on receipt of this, expressing the prefersnce
that Baltimore bs selected as one of the regional bank

0ities? An expression from you with any reasons for such

wish will b of great assistance to us at this time ,"That
was ths character of the letter, sir, that Mr, MoAdoo asked
Tor a few months ago. It was not available at that time,
Xr. Gibra: Xr. BSeorstary, may I file thia map here,
showing the hours that it takes for the mail service?
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The Eecretary of the Ireasury: I shall be very glad to
have that.

¥r. Gibtsil have marksd it here as Exhibit A, showing
mail service betwesn Baltimore und thoss points.

The Becretary of Agriculture: Gentlemen, is there any

other statement that any of you desire to make? If not,
I we slall bugin tomorrow on thoss other cities at ten

e'clock.

¥hureupon, at 5300 o'clock P.N., an adjourument was

taken until Jamuary 15th, 1914, at 10:00 o'clock A.M.
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