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B 2u69
Seattle, ‘/ash., Januery 29, 1vl4.
iiet pursuent to adjournment at 9:00 A. L.

PRLSELT:

THC SECRETARY OF TEE TRUASURY.-

THED SZCRUTARY O AGRICULTURCT.
APPEARALCLES:

Ernest C. Viagner, Seattle, "ash., appeardnl for The
Bank of Califormia.

J; H. Bloedel, Seattls, '?ash.., appearing for Bloedel
Donoven Lumber iills.

0. L. killsr, Seettle, 'fash., appearing .for the
Seattle Buaineaa Oollege;

Jamas D; Hoge , Seuttls, "lash., appearing for Barry
Club and others.

Thos. H. Brower; Spokane, “'ash.

li« Ve Durhem, Spokane, %ash.

Gordoh C. Cordbally, Spokana, Tash.

D¢ %Y. Twohy, Spokane, Yash., appearing for Spokana Kt

Zdwin 7. Coman, Spolane, "ash., appearing for the
Exchange Hational Bank.
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Eugire F. Vilson, Tacoma, 7ash., and
| %. H. Pringle, Tacoms, 7ash., appearing for the

Tacoma Clearing Houss.

A. R. Titlow, Tgcoma, wash., and

George ikiilton Savage, Tacoma, /ash., appsaring for
Tacoma Commsrcial Club and Chember of Commerce.

?. 'i. Tinkel, Coeur d'Alene, Idaho, -

A. H. Keller, ‘/eiser, Idaho.

T. J. Bumbird, Sandpoint, Idsho,

“m. Thompson, Lewiston, Idaho, all appearing in bel
of Idaho.

Victor A. Roedsr, Bellingham, 7ash., for the
Bellingham lational Bank.

liiles C. Loore, ‘/alla Talla, T/ash., sppearing for
tha Baker Boyer Lationel Bank.

Williem MceCush, Bellingham, fash., and

C. J. Lord, Olympia, "/ash., appearing im behali of
Seattls, /ash.

F. 5. Lusk, lilssoula, Mont., appearing for the Fir:
Wational Bank of iissoula.

A. C. Johnson, Helena, Mont., appearing for the

Helena Clearing House Association.
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B 2352

Zephin, Job, Butte, Mont., appscring for the Butte

Nat 1'0116;1 Bank.

Dayid Jo Charles, Butte, llont., appearing for Butte
bankers and Butte Chamber of Commarcae.

M. A. .hite, Hamilton, liont., appearing for Hamilton

Chamber of éommeroe, and Hsmilton banks.
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The Secratary oi the Treasury: Ths FPederzl Resprve Act
requires this Committee to divide the country into not 1le
than eight nor more them twslve Federsl Reserve Districte
and to locate in ezch ona of them the headquarters of a
Federal Reserve Bank. In doing this work, the Act expres
provides that the distriet shall be apportioned with due
ragard to the convenience and customary course of businesc
and shall not necessarily be coterminums with any state oz
states. Tha problem before the Committee is, very largely
an economic one, almost wholly s0; and what the Committese
seeks are such faects as will ensble it to determine, as
required by the Act, what is the best arrangemsnt or what
is the best division of the country to serve the convenie.
and customary course of business.

The tims which the Committes has at its disposal is
necesserily limited, and es a great many psople want to b.
heard, wa have found as ws go along that it is better to
have each of the cities represented by a certaub number w
may speak for it and represent its claim, and that courss
will be pursued: here. We are obliged to suggest that »
not oratory that we wamt, but fsets, anl we would like ©»o

have the witnesses confine themsaslves, so fer as practiza
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to a2 statement of those thinge which will be useful to the
Comittee in learning something about the normal course of
trade ani business in thssa respotive cities and in these
respective distriots.

J see that Sgattle has presented hers a list of names of
gentlomen who wish t0 be hsard, and th: first on the list i
the Govsrnor of the stats, Governor Lister. e shall ba

very s5laed to hear from you, Governor.

STATZIENT OF HON. ERNHEST LISTER, GOVSTEOR OF THD STATL O

WASHINUGTOH.

The Secretary of ths Treasury: GCovernor, you my procee:
to meke any stetament you desirs.

Gov. Lister: Secretary lkicAdoo and Sacretary Houston, 1
feel sure that 1 am echoins the unanimous sentiment of the
people of this perticuler territory when I say that it is
thair desirs $hat a rogional bank be located in the northw.
I possidbly may cover mors fully the lines of the northwest
ragioncl bank than that of the claime of any particular cit
and I hops in Zoing thet, that I will not to any degree
depart from the desirss of this Committee.

The west welcames the passags of the Currency Bill. We
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B-G Gov. Lister 2355

also feel that the pr&per course has been pursued in
deciding upon a number rather than but one bank, one czntral
bank in prefe;bnce to the number. And feeling that way, we
desire to present the claims of the northrest district for
the location of a bamk ian this district,

Then T speak of the no~thwest districts, T refer to
four statcs, the States of Tdaho, ‘ontana, Oregoa and
Taghington; and coupled with that combination of states
would also be the Territory of Alaska,. if it decided to take
advantage of this bill, which, without doubt, would be the
case. Regardless of that, hoevar, the business interesis of
the two districts are so iaterwoven that the advantage would
be great o the disirict of Alaska, in our opiuiop, if a
bank were located in *his particular district,

It is not kaown by some that the Pacific ?orthveatlarea
of which T have spokeun, covers approximaicly oune-eighil of
the area of “he United States. The district including
Alaska, in rouad figures, is aluost o.e-fourth of “he area.
This informatioa =ill be givea in more detailed shape for
the Jomiittec to take along with it for Tuture coasider-
ation, so that in the use of figures T shall not get dowm

t0 the very close points.
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Ble dher cueEt 103 ¢hlch 34-28 55 ta onc muen in fovo o f

% Loatacn oA TEEE A Ehe reriwiess i bhw fast thav it
1 & Z=sa0Ld GETTLY In Yo ¢itinn ©f Seattig.ant Thons

aac ¥n rthie Harvi-awlsr ~lt ot 52 ene dvceted apoa zimetely

i

IO @L< Iyl T ot X ta¥ roguired im tae
bacdling of aeil eetwser £ tho ;wci & 38 vruel o th
roquired 212 the namdad iy of rai’, “ebtveww the cities ol Rensnt
City, for austance, and F34 Ycrk. Thorc mve 2 nmuber of

reasoat that tring that ghoul. 91 comrse, trs Jdistancs is

gresor betwean Ransa: City sad bew Iexrk, dut o1 Reir

service is slowar in 1lLis perticular cousntuy.

One matter thaet might > ccasidirsn ia curmention withn
that too, ie the fant that from the cvencmul stuate 23ilies
reaoching back tc H:w York end the other conters w2 Jnd a
petwork of ra-ivey: whiic ia “vr westorn di3vict. beliwen
this .point and S5 Tranciscd, VS 2ave but cume line of cailroas
and thav rumnin;, D«xv 3¢ ths distancc tlurouga a motn-
taincas aistiric:- I “kick ket “bhs ire -p 2oapseiicu
with that 2en b: xcadily s2¢u by “he Cumliies, diat whe
San Pranciscc locetion gs Tle beafctas +¢r3 Zor1 tx snuire
coast reginaal dank wurid now Do ¢ .. il Wbge weawd Le in

the line of giva.g >ne sorvicy trat tle a0-thwest districc
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fecls would be to its bost adventage, and would best handle
the business of the nortlmest.

Another poiAnt in connsation with the location of a north-
west regional bank rether than one Pacific Comst bank, and
3 think one to considser, 4s not only the f&resent day con-
ditions, =m but also the rapid increase that will naturelly
in this northwestern district. And to inddaate to the
Cormittee that thought, I think we have but to call ettemtion
to what bas cccurred in the past. The increase in this
great district bos been rapid, and without doubt you will
consider that as ons of the ebemonts iAn deciding upon the
ddetricts to be formed end the lines of those distrists for
regional banks.

Take the entire district that we are now spsaking to,
its population was 2,500,000 spproximately in 1910, having
almost doubled since 1900{ 3 speak of that to show the
developmant of this particular district.

And another point along that 1ine that might Just bring
foraAbly to the minds of the Committes the rapid development
of the west, is thy fact that just a 1ittle ovexr 30 years
ago I rm_embor the city we e now 4n bavirg a population of
but epprarimately 4,000 people, knoﬁn as the "Sawdush town"
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of the Puget Sound district, and yet today, even under the
cansus of 1910, we find a pop'n.la'ti&n ‘excagding 237,000 -
paopls. That indicates, I think, the growtH of the western
country and its development along those lines.

Speaking of the total populstion of this particular
distriot 3 am speaking of, the State of Teshington has
anpr cximately half of that population. Washington also has
the densest population of any of the Pacifiec Coast states,
as wild be shown by accurate figures furnished you for your
consideration at some future time. We &lso can show the
largest per capita of wealth-producing capacity in this
particular district.

En relation to the reasons for the location of 2 regionad
bank in this district, I might say that cur resources are
of a most varied ohar;otar. We have in the entidre district
approximtely 268,000 farms valued at over §i,800,000,000
according to the reyorts, covering that particular alone.
Of this, one-third is in Washipgton. In ten years it has
don‘hIQ‘G or has inoreassd the farm valuation two and a half
ﬁ.‘n_mu. .The state of Washington more than meintains its
proportion of that by showing & gatn of three and a half

timee. The product of this partioular district is approxi-
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mately $190,00Q,000« The increase in ten years has been
gpproximately 194 per cent. In Washington the product
anounts in round figures to $74,000,00Q, with an increasas
235 per cent in ten years time.

The district, although the state of Washington is the
most heevily settled of thse northwest, is but a sparsely
settled district, yet I think ths Secretaries will agree
with me that it ies & country of great possibilities and
& country having room for many, many more people than we n
mBve.

In the matter of othsr resources we have lsre timber

" excee@ing in velus end quamtity thet remastning in sny othe

part of the Unjted States. The cut per annum is spproxi-
metely seven billion feet, whioch amounts to approximately

one-gixth of the total lumber out-put of the United Statec

- ———

Of this saven billion feet fha state of Tashington cuts
approximately four billion, one~tenth of the cut of the

entire United States. A4And in our state is manufactured

—
——
————

approximat ely 65 per cent of all of the shingles used in t
United States. i

" Afong monufacturing lines we have but & new countxy ar

—

yet we are developing rapidly.
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X might speak of the differenmt fectories in detail;
howsver, ¥ do not feel that the Committee would care to
have ma take up their time in doing that. We do man-
fecture everything from thc smaller articles, such as
shoes, up to battle ships, and the United States now has
32 its navy the Battleship Nebraska, built in ths yards
¢f this city, ? think the record of which has not been &at
all a record that would injure the reputaticn of thie
city as & manufacturing point.

dn the matter of pogsible dsvelopment of water
power, I know there is no district in the Unitcd States of
greator possibilities along that line. An sstipate has
been made that there is approximately 12,000,000 potential
horse power thet can bo developed in this district. Ve arc
devoloping each year new power propousitions, alk of which
tends to assiet along elmost every line of industry. We al’
realize thut elesatric power is the power that enables com-
munities to develop along manufaosturing lines.

In minerals, this district is rich in all 1lines, from
coad to gcld. The total output in 1909 was nearly
$76,000,000. liontana, principally in previous mstals and

copper, amounted to $55,000,000.
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Another poirt not generally known, by cur own people
even, 18 the fact thet over 6565 yrsr cent of the coald mined
on the Paoific Coast is mined within a radius of 10Q miles
of the point we ars now sitting, over 55 per cent of the
coal. The output of Alaska in gold and copper wes approxi-
mately $20,000,000.%n the matter of fisheries, the state
of 7ashington and Alsska had an cutput of approximately
$30,0.0,000 during the last year. The output of the state
of Veshington was by far the greater proportion of that.
That, 4n a degree, is but in its infancy. The state of
Washington has taken and is continuing to taks particular
interest in the development of its fishing industry. Today
we have 26 fish hatcheries 3n operation under the control
of the stata, and the United States Government also bhas
some fish hatcheries 4n the state. This line is baing
improved upon each year and cannot but result in a greater
produstion of fish from the wators of Puget Sound and
vioinity. The pack of the sttte of Washirgion 4n sglmon
alone during the year just pasced wes cpproximetely two
million cases of salmon.

Ons point, we beliove, is in favor of the location of

a regional bark in this district is the faot of the handlir
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of the foireign ccamerce. /g have here o magnificent body
of water. The forcign ccmmerce of the Pacif ic Northwest
@xceeds that of the state of Cglifornia. Four-fifihs of
th2 foreign comrerce of the Pacific Northwest is handlad
through Tuget Sound. The growth hes beon excoedingly hoavy
in this district, end with tho completion of th: Panamm
Canal without Gcoubt will continue to rapidly increase.

Wie have running into this particular district four trans
continentel lincs of railwey e&s agpinst onc connecting this
point vith the stat: of California, with San Francisco in
axxigthe state of Californig. The n=t tonnage of vsssels
$n foroign trade on Puget Sound is second only to th.t of th
Port oi liew York. Thet the¢‘resords will elsc show, “and it

will be :Eurmuhed to you.

‘I‘hc domeatic commcres of th‘. ‘Pacii’ic Coast I harily

feel ..t 13 mcasaary to go into. as that w* 11 h cova*ad

by oth..r; botter .1blc. to handla "t thv_n I. he Se&ttle ._
Ul ™ e : |
Chamb :r q_f (:ommerc;. ami the 01.. ar*ng Houe‘. Associe.tion of
t‘hia city ﬁa;e’pr;ps;re:; 2 numb:r of me:pa ths.t will ehow to
yon t‘he ‘c.;qndit ion from a mp stanapoint. Oftentin:'\s a map
:aﬂz"‘y clearly un:-lwc‘t;..ck'.ly *n"icatca a point th.t 15 minutas
K o4 ri ot B b b LAk 4 . 40

of conwrﬂution wonla lm“dﬂy nr_l-u ﬂlcnr.

gont Anented XARCH ¢ i ¥ o . 2 H pRY
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There is on: nurticular pcint T desire teo eall to your
attonvion nare, =€ Uhat is the length ¢f the Coast Line,
baginning at the nerthexrn oourda~y cf Alaska ani reeching
dovm t2 the scullwrn doundary of Colifemia. (Preducing
map.) I think tho ma) shows that morc clearly than any
words coull cxpress. Hexe we have the northcrn bruniary
o2 Alaska, and I think it ie pct necassery to sey thet tha
ragional bank businoss c¢f Aleska would of nocessity be
hanudled through a lorthwesturn bark, if one wers located ir
tiae llorthwest. Horc we stort in on the scale map with the
clast line of Alasla. ‘o récach hcre the city of Seattle.
ie go on down and coum2 to tiae sputhern border of ths state
of California. Thc point I desir> to particularly call
your attert ion to is the fact that this shows that fan
Franciscc would by located almost on the e¢xtreme scuthern
border of the Pacific Coast _ipes.

The Secratary of th: Treasury: That is an azcurate map
is it, Gove rnor?

Gov. ldster: That is zn sccurate mp, mede up for
this purpose, and it will bc furnished you.

The Secretary of the Treasury: Drawn to scale?

Gov. Lister: Dvewn tc soale, and the information will

eral Reserve Bank of St. Louis
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be furnished you, giving the miles along the line. I feel

that & mep of *het kind brings the matter out cl early. and
possibly wWwourld bc of some value ir making your decision on
this point.

In connection with this, and almet in concluaion,'I
desire to say that as chief executive of the state of “Jash-
ington, faeling thet I know its resources and its business
coniitions possibly as well as one could know then, and I
cannot but fcel that the proper location for a regional) bank
in the/Morthwest district would be in the oity of Seattle.
While th2 point might be meda that the city of Ssattle is on
the extreme west of what tihc distriet would be,w caanot but
8de that we are going 10 have & large business from our
northwestern possossions, the territory of Alaska, and that
the conmorce of a district is naturally handled at the
soaport citios.lie might takc the same position in relation
to the civy of liew York. New York is the natural point
for handling tha business of what will bz the particular
district there, being on the coast line. I feel that the
gsame condition exists with rclation to the city of Seattle.
That is all that I care to say in relation to the particular

city location. I wanted rathar to cover th: general

Federal Reserve Bank of St. Louis



B ) Gov.Lister 2365

propositior.

Ta conneetion with this matter, % have had corrzspon-
Gence with Governor Strong of Alaska. 3t was the Governor
intention to be prssent at this time, but he found it woul
be impossible, end I desire, if I mry be eldowed, to read
g lettor at this time, received by myself from Governor
Strong.

The Bacretaryhygf the Treasury: Yes, ycu may road the
latter.

Gov.Lister: The letter is as follows:
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TERRITORY OF ALASKA
Governor’g 0ffice,
Juneau, January 22, 1914.
-9 6
Honorable Ernest Lister, -
Governor "eshington,
Olympia, Washington.

Dear wovernor:

I regret exceedingly that I will be unable to atten
the meceting of Governors called by you for January 29%th
to discuss the matter of regional banks for ths Pacific
Northwest under the new currency law.

Recently the revenue laws passed by the Alaska Legis-
lature have been irvelidated by the Circuit Court. of Appeals
and I am confronted by tha probable necessity of calling
an extra session of the Legislature, end this prevents me
from l#daving the Territory at this time.

In my opinion one of the regional banks should be
located at Seattle and #n this matter I am speaking as an
Alaskan and I bslieve that on this guestion ¥ voice the
sontiment of & great ma jority of the Alaska psople. Alaska

necessarily has a deep intorest in this question and should
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be given erusideretion 4r the avpplication of the barking an
currensy lavw. L% Jesagh 75 ncr» csnt of the trade end

comme rag¢ of “he Territory is through that port and ocu®
morchants, miners end business men generally have close
businars reletions with Seattle. The trade erd commerce of
Aleska is increasirg and it will continuc to increess
Andefinitely with the developmen® of tho Territ ory. Impart-
tant nining develcpments are under way in the difforent
geographiical soctions; industrisl entarprises are increasing
in number; agriculturel possibilities sre being Anguired
into, and with & hopo for the cponing of the intoerior ccuntr,
by meens of railrcads snd wego: 1oads, togecthsr with the
devel.orment of our coal mines, a treomendous impetus will be
given to the Territory's material develcpment along per-
manent lines.

The above stestements emdbody & few of the reasons why
Alaska should be considered in thse operation of the currency
laws, and it 4s my beliaf that Aleska®s 3dnterests in that
particular would be best subserved by the paming of Seattle
as a federal reserve city in view of ths intimate husinaess
ralations sustaired by ths people of the Territory with

that city.

L3
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With roneed sreuragec: o ry consi 'J.ora‘n-:ian, I En.
£insze rely yours,
{Signed] J.F.Ai.Strong,
Gove roor.

¥a eddition to this letter is also a letter reczived

by the Freserve Bank Organizeticn Committee of ths Seatils
Chamber of Commores from Go7zrnor Strong, and if I might be
allowed to0, 3 wonld like to present that to the Comriites
ag one of the sxhidifs in tu's hearing.

The Secretery of the Troasury: Iet both of these be
dncorporated in the reecord, if you like, Governor.

Gov. Lister: Yes, I should like to have tham so incor-
poratcd.

{The le4tor ebove =ofer=«f to “s as fcliws:)
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TORAITOR: O -ALASYA
Governor's Ofiice,
June u, Januury 22, 1914.
-9f6-
The Reserve Bank Orzanization Committce,
C/o Ssettle Chombesr oi Commerce,
Seattle, ".ashinston.

Gentlemen:

1 beg leavo to cddree. you briefly, es an Alaska, 4in
an ¢ndz.vor to point out to you a few reasons why Alaska
should be considered in the arplication of the new banking
and currency law.

In ull its relastions with the United States =roper,
financially, economically and rolitically, iAlaska occupics a
peculiar vosition by reason of its geographicel situation,
the immensity of the Territory, itec diversified resources,
and its comperutive isolation from the outside canters of
trade and commarce. The wéalth produced by ths Territory
since i. was scquired by the United States, and which hes
bzan added to thit of the netion, egiregatdor sevoral hundreod
of millions of dollars. It his -11 be:in tiken from the soil

or the se2a; notwithstanding all difficultics which any reorle
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must foce 4n the development of a new country, due to legis-
lative handicaps, csuch as 3nadequate laws and economic and
other conditions, the commerce of the Territ vy has in-
creased, is incrvasing andi will) continue to inmcrease with ti
dzvelorment of th: grecat minerel and other natural rasources
with vhich it cbounds. 1Its rosources ars widely distributod
and their development is now commanding attention in the
differcent geozrarhical sactions of the Territary.

The velum: of merchaniise shipmants, including rreovious
metals end coppar, betwoen Alaska ond the United Stetes
ani botween tie Territary and foreign countrics, &s is s hown
by the re»ort of tie sovasnor of Alaska for th:s fiscal ysur
19vlu, was the larwest in the history of the Torritory. It
excdedod the total of 1912 by 3,026,010, the zrand totel
for the ycer being 67,150,679, as a gzinst $64,1£2,60€ in
1912. Those figures ere (uoted im ordcr to show the
iner:asing concorce i the Territory amd to emphasize the
necassity or Alaska bein; given consider.tion in the apyrli-
oation of tl: bupking and currenmcy law. The Territory
pecds the banefite thet vill be derived from its oparation
Just es ouch and perhs ps more thin some sections of the

United Stetes, for the reasogs that heve been briefly
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8kctehed or imdicated abova.

Alaske is potcntially the richest storzhouse of nstural
resourcos in America. This fuet heg been domonstreted by
actuul pwospecting ani development ani is confirmed by the
nunerous officisl r:rorts of its minsralogicel and other
rasourcos for the rast 15 years. It is a gonerally eaccepted
belief that the entire Territory ie novw entering upon a new
era of dc¢volopment, which will double its prosent commecrecial
businese wWithin the next 5§ years. Its mineral output will
be more thun doubled within the gseme period and with the
opening up of the coul fields to commcrcial developmant,
which is confidently expeeted, and the construction of a
system of ruilrosde from the coast to the interior,the pro-
ductdve capacity of the inland country will b vestly in-
ereascd by tie opening to dcvelopment of now regions tribu-
tary thereto. 3f then it be admitted thet Alaska is a vast
gtorahouse of these nstural resources,vhich the rest of the
world necede and demends, it seemg to me thet present and
future reyuirements of the Territory arc such as to desarve
your serious attenmt ion to the end that the Territory and Hte

people shell not be da rived of th: edvanteges which they
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believe will accruc Irom the operation of the new benking
and curr¢ncy law.

Permit me further to point out for your considcration in
viow of the close buvintos rilations axisting between Alaska
and the city of Seattle (as indicated by th: volum: of com-

merciel snd other busincss trunsacted anmuelly),the selcetiqp

Y

of th:t city as a fedorul risorve contor wbuld best sorve all
parts of Alaska.
2 have the homor to b2, Tutlamen,
Raspeotfully yours,
(S4i3ncd) J.Z.A.Strong,
JOWC i1mOT.

In addition to thet, I have 1l:{t:rs from Covi:imors
Haynce end “.est, of Orsgomn, indicuting th:-t thiy pwrsonully
favor the udorthwest Rsgionsl 3ank. I vant to make thet clesr.

The Seo.cgrary of the Trcasury: .z‘sl:ortlmest Ragionsal 3Bank?
Oov Lister: A loxthxst Regilonal 3Sgnk. I w=nt to mekce
th.t position cleeur, ani I think the Commitice understands

it.
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The Scersztary of th: Troasury: They did not neme the
city?

Gov. Lister: DNot neming the city. In this connection
J might, in conclusion, say this: I have talked with a
larzc number of the state benkors of tha Statas of 7ashing:
ton. those who erc operasting benks under thce State Laws.
The bhankers operating scave banks take just axactly the :e
interest in this messurs thst is taken by those operating
national banls, and there ie no doudbt in my mind dut thet
thoe : benks and bunlkers will tulc¢ adventage of the oppor-
tunity to becomo mumbers <1 the Rogionak Rasorve 3ank to
th: same ¢xtont as will {rc aational banlsrs of this dis-
trice.

The Secrctury of Agricuiturv: Dosc the lavw pemit them
g% pregdnt to subscribet

Sav.uister:; JIn 'elation to that mac“c>, there ic a clos
gusation in the loav of this state, as in the cass cf other
states, 8 I understand it. I mizht edd to tiet, Louswir,
that the 8tate Bank Z-aminer of the stete of ".asa’ngtun
woull reisc no objection whetew r to the scetc oanls hold-
ing Resorve Dank gtock;and in taling tThat pesition,the Sta-

Bapk Sxamincr would do it knowing that it had my hoarty
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a n1oved ., T nLisk *kal L2 abh.vt as fully as that nctter ea
be v.vexcd.

The -S-ecr:'.:ur;' 4 the Troaswry: Is the Stat: 3ank Cxemine
Ber:, gov.enor, the <cuthority tu which such ¢ guestiorn wou
be referrcd?

GOV idster: Yo,

The Saeoret.ry oi tie Tr:iasury: Aad hie decision would b:
final?

wOV. Lister: His d:0isi>n vould be finad.

Ik Sgerctary of the Treasuwry: IHas g2 giwen eny official
axpression of opirnion t on t:-;at?

Jov. Lister: He hag not 3iven that out T might say th:t
3 hove, however, such an expro:cisn from ham, given m
shortly before leaving Olympia on thig trip. He is in th
city, ii the Corxittee duedire to he.r from nim, end I
would bo very glad indsed to have the Committes ask that
cucetion of him.

The S:ioretary oi the Tr:aaswry. 1 ‘ould thinlk it would dbe
noecescary ifor him, perheps, to -~iw some official axpress-
jon for the suidance of the etate banis.

Gove. Lister: He stunie recdy to Co it £ cny tdire.

The Secrstary o. the Treasury: They vould naturslly went
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that before taking any action.

Gov. Lister: The position is this, that if any amendmer
is necessary to our law to meke the matter more clear,thsr
is not any question that st the first gession of the Legis-
laturc to be held that matter would be so amended.

The Secretary of the Trrasury: Whan is the next session?

Gov. Lister: In Jenuary of th: comimg year. That is
about all, gentlomon.

The Sec. etary of the Trcasury: Je thank you very much,
Governor. WVill you be gzood enough to sit with us herae?

Ve should be vory glad to haw you heax the avidsnece.

Gov. Listear: Thank you, I will. Do you want to hear ths
Bank Ezaminer now on that one point? Ea has just come in.

The Secretary of the Treasury: Ilay X ask, lir Backus, are
yﬁu dirs qtir,g‘ the pmgzam.for Segtj:le?'

iur Backus: I a.ﬁ Chai rmen of tha Cﬁm;tteé, but we _have
lio gat progi'am; 0 .. _ | |
' Thal Seqi'gtm'y of Itha i;raasurr: 3 !l;ean who is cont rolling
or. auggeaiiting _@he s.:rangzma-nt of the wit_neaaea.?

lr Be.ack'ua: e mede up & little llist , end I think it

wag handed to you.

ederal Reserve Bank of St. Louis



I R R R R RN
B B. 3. Bghrarme.

r
(¢
1]

The Secretary cf the Tressury: Is this the order in
which ycu wish us to hesar them?

Mr Backus: Yes.

The Secretary of the Treasury: ir Behrends, of Juneau,

is hare on the list, I see, and we will hear from him now.
STATEMERT OF B. M. BIHRINDS.

The Socretary of the Treasury: Mr Behrends, will you
state your full name, and ozcupetion and residence?

Mr Behrends: B. K. Behrends, Juneau, Alaska, Banker and
marchant .

The Secretary of the Treasury: Will you speak louder so
that the audience can hear you.

Mr Behrends: 3 am not an orator, but I will do the best
I can. My remarks will bs very btrief. ¥ have lived in
Alaska and have made it my homa, winter and summer, since
1887, during which time I am satisfied that 75 per cent of
the businoss transacted in our country has been donc with
Seattle. It is gesographically locateg;,as to make it
tributary to our great countxry. For instance, we have from

Sgattle to Alaska, I think, 26 steamboat s in the year, that

is operating ol) the time, most of which make two trips per

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



B B. N. Bohrends.
2377

month. An Alaska berksr c2n have replies and have his
receipt 2n return steamer --

: Ths Sseretary of the Treasury: How long dces it tsks by
fast steame® from Seattle to Junean?

Mr Behrends: About three days,2®om three to thres and a
half; so that on the ten day schodule, thase boats going
on & ten day schedule, wa can have our returns by return
mail.

Another matter is the cable. Ve find that if we nsed
monay, that is, need gold, and it is twe c?clock 4n the
afternoon, we can cable that same day to Seattde to send us
on that boat leaving thet evening such an emount of money a-
we may want. The sam thing holds true in svery respect in
comme rce betmeen Seattle amd our great coumtry of Alaska.
¥ could give hundreds of reasons, perhars, but I wish to ma’
my statement brief. Govemor Strong, whose lotter I
have hsard read, has stated it aboutn as it is, as an old
resident of that country.

The Secretary of Agriculture:. How meny points in Alaska
are there from which the trade comss to this country?

Mr Behrends: Oh, I think from every poinmt in Alaska.
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I do not know > f any point that docs not. Take liome, for
instancc, it has dircct stcamer service every surmar, and
there is no other city in the United States which bas any
steamer scrvice to that particular place.

Thc Secrctary of the Trcasury: You ncan Scattle is the
only onc which bec stcamship connection?

«r Bohronds: It has the only direct stosamship connection
with gll thcse placess I think there is 2 flsat of stcamers
operating out of San Francisco, but they belong to the
Alaske Packcrs Association, and thcy are their own stcamors,
dbut £11 othcr steamship lincs lcave Scaettle for Alaska.

The Seer:tary of the Trcasury: Your point is that the
bulk of tho Aleska trede all focusas on Seattlc, in this
country?

ur Bghrends: Irsactly.

The Sserctary of the Treasury: And very little of it gocs
21lsowher:s.

iir Bchrends: Vory little of it gocs ¢lscvhare.

The Secrctary of the Treasury: That is all, thank you,

A~

: iir Behrends. iir Baclkus, we wild hear from you-ficxkt.

-~

’
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ST ATELLNT OF M. F. BACKUS.

The Secretary of the Treasury: 1ir Backus, you may state
your full name, and occupstion.

Wr Backus: M. F. Backus; precidont, National Bank of
Comme rca, Soattls.

lr Seceretary, I would say thet the Governor has -~

Th. Socrstery of Agriculture: Fardon mx, but have you a
map thet you 2re going to present?

Lr Backus: I was going to call ettention te that map, but
not @s represcnting the district thet we expectod to cowr.

The Sgerctary of the Treasury: Have you a map of ths
district you propose?

ir Backus: I have no spucicl mep of it prepared, but I
would say that we expectsl1 to esk thaet Crcgon, "ashington,
Jdaho and liontanea b includied ir the district.

The Socrctary of the Trcasury: I see. You can procecd,
Mr Backus. You knov the problem confronting ue?

lir Backus: I hove propared a statemont, Mr Secrstary,
but Gove rmor Listcr hes s0 fully cowred the sabject that
there i reslly 1little left. This chart would show what we
gxpected to include in tho district; those four states are

whet we had hoped might be included.
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The Secretary of the Treasury: And you £ddrass your
argume it to that district?

Lr Backus: Yes. liow, as you yourself statcd this
moming, the districts shall be apportioned with dus regard
to the convenionec and customery coursc of busincss.

L is our contcntion thot e district for a Pedoral
Reserve Bank ahc.:uld bc ercatcd in the Hortlmcst, bscause if
the cntirc Pacific Coost country from British Columbig to
.-¢xico wier: includcd in on: distriet it would not 5e“an
apporftionment with duc roegerd to convenicnee and the custom-
ary cecurs2 of business". This statcmnt would be truc
«¥wn i. no considcration whatever were given to Alaska. And
although Alasra is e:cluded from the territory to b2 dis-
tricted, it compriscs &en cmpirc cGual 2n sizc to sboul onec-
fifth of all the statee of th:t Union. And to aireet your
attontion graphically to the magnitude of that district, 3
would say thet the oncyclopedia shows that if th- ertire
populatior of the world, c¢very nen, woren and chiléd on the
faca of the globa werc horcded into Alaska, therc would be
less than five to an acse. wg focl that that great
count xy should be corei derod in cstablishing a district,

its noeds, and th: nzeds of the poople and business houses ,

X, p

E:

'l
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and barks dcalling with thet ter>itory

‘I‘ranerp:rr.’.;ati.'jn_mc:_l-it iss - sghould also ba cb-nside:ed.
Rapid ard easy comyuialcation with all -par_tc ¢f the.district
are one of the regqulrensats set forth by .‘the Cormittec. A4s
a p:l"eviaun witnaas has Just taestified, all the steamship
lines, with tho exception of the stcansrs oparate_d:by cne
privcte corporaticn, coms tc Fuget Scund. Ard the genersl
moverent of cc;mmodit ies, bursiness tmnsactioné end transfeor
of furds and ¢xchanges of ciedits with thet country must bo
takin into courideration.

A1l of the meile geing to Alaska are forwarded fronm
Seattle. 76 por cent of the Corme rce of Alaska centers
bare cn Puget Scund, And I think right here it might be
wall to say to the Comnmmittee that we treat Pauget Sound as
onc great larbor, of which Soatile end Taccma may ba con-
gidored the centre. And Tacoma ing only 28 niles swvay
from us, and boing in perfaoocl scoord witk us in the dssire to
have a northwest district crested, snd tec have tha Federal
Rosarve Benk loceted at Seattle, wa kave in & few instances
congoliieted the figurss of Tecoma apd Seattle 4a preparing
our statistics, because they are virtually one clty. The

same"nﬂ.sht be said elso ¢f QXympia and ¢f Everett and of
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Bellingbam. ALL thras yle-ee sa Pnget Sounmd ere centred
about Jegtile, am al) c¢f them T.«rithoucdzceptian are anxious
to have The 2istrick crea®ed and to have tle bank locsted
gt 8020110, eltlongh we zevec not alded eny of the figures of

a7y ot oftowl lac i =ny instenc: exccpt those of

dow, we fae’ thal copreriesce 22 the cnetomary-course
of buginesse must M ccnpidcred wxl i th refaronce te the
great and comstartly #*ncreesiiz commerca r.:ith “he Oriont,
eud in thet coamection the intearnationel scope of these
Fedoral Reserve Peuko. The o2stablished custoem and trend
of business in this wvegerd ic shows by the fast that more
mail for Nrientsl sountrice is dispatchsd from tha Host
office of Scattla <Ther {rom azy otler oity or post offics
on the Pgoific Coast, including San Frafzissco. Why?
Becauso the digtance, measarei githe: in miles or hovrs, is
less, and the fregquenty of sorvice ie graster. This shows
ths trend of the esteblishsd chanmne’s of business.

The Secoretary c¢f “he Troeagury: Hew merny steamship lines
are opcrating from featile %o th2 OHrient”

Mr Baclkus: X cannct gl ve you the number, but I cen say

this, there are fifty eight stcaiship lires operating from

-
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this pext of Hert®tls glonc, and they include such lines as
the Reyal LeiZ, Uhe Hamburg-Amcrican, the lippon Yuscn
keisha, the Ocean Steamship Compuny, ths Ogaka Shoscn
Keisha, the Amorican-Hawaiien, the Great Northorn, ths
Bluo Funnel, the Kosmos, the Harrison and Egst Asistic
coppanics. llany of thcso compenies have estabdlished thair
shipping officces for the entirc Pacific Coast im Scattle.
lany of these steamers operace not only to the Orienmt but
down the coast of South Ancrica to Europe, and practically
to all points oi‘ tht vvorld, to say nothing of the treup
steuners that come herc. Now, it certsinly could not be
said to conserve th: interests of these great steamship
linos and their pstrons, not only horc but =1l over the
world, to locate onc Fsderal Reserve Bank on this coast, and
that 1000 milez eway from their hosdquarters. That is our
focling.

HDow thcn, wo hsve noxt to consider the incrcass in
corme rea vith British Columbia, which is a very large factor.
It cortainly would not suit thoir convenlcnee to have ono
bank locatcd at San I'rabeisco, and ettempt to transfor The
businees transacted with Vancouver and Vietcocria and Triaace

Rupert right over Soettls to Sen Franeisco. It s2:r® tn us
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that sush & t2*nz wonld be apsurd.

2nl I wish to corract Govermor Lister 1Aa-ocne respect:
Ho seld there wers four t{ramc-ccatinental roals operating
into Seattle et Present. I call attsntion to th: fect tmt
there are five, inscluding the Cenadian Pacific, which not
onliy cperates trains bul & line of gteamers alse into
Secttle, making the fifth trans-cortinsutal line, tsken with
the Great Northern, Northern Pgcific, Chicago, Milwenkee &
8t. Paul erd the Unicn Pacific, or thes Oregon-Washingion
Railroad & lavigation Compeny. How, the Grand Trusk Pacific
ani the Cenadisn Horthorn are oxpsoted to complete their
lines duridng this year. The Grand Trunk Pecifis is aisno
already cperating Zts 1lime of stoamsrs betweecn Prince Rupert
and Seattle, sxd of courss the volums of businsess wita
British Cclumbisa will vaetly increese ac soon &s tThese two
new traps-continecutel lines connect up with thair wsstern
terminal. Thet bdusinese must be taken into conmsidersiion.
Yie fael also that thet is certaeinto grow, not only on sccouw
of the added transportation facilities, bu®t because »7 tha
recent redunotion in tariff rates, which is already
having an @2feoct on the commercs between British (Cluwiria

and Puget Souvnd.
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This, we think, shows what you asked for, the sctablished
custom and tremd of busincse. I¢ comes herc to Fuget Sound
and gocs from her: to British Columbiea.

The Secrctary of the Trcasury: 3f that is all you have to
say on the trend oif busincss in the suggested district, lir
Backus, I would 1ikc to ack you & fow gucstions mow v ith
respect to other portions of it which you have not touched.
If your arguixnt is going to take in th: trond of businecs
in dorntama, 1d2ho and Oregon, thcn I shall defer the ques-
tions until you finieh.

Kr Backus: X will bs very gled tosnswer such questions
as I can.

The Soecretary of the Trrcasury: Or X would like to take it
up with you now. ¥her: docs the businese go thmwough tlhis
district? Lot us take iiontana, for oxample; where ie the
natursl troend of business thore, is it castward or west g=x¢?

My Backus: I supposs most of it would go eastwaxd from
kontana.

The Sooretary of the Twcasury: To what cities wurld chst
go?

My Baclus: = fancy trn2anolis and St Feul largeliy.

The Saorstary of the Treasury: And the course of exchens:
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is that way elsd, banking exchangs?

lr Backus: X supposs o0, bscause the prodicts of Montana
are moetly scld in the esst.

The Secretary of the Treasury: Thay are mostly marketed
in the east?

Mr Beckus: Yas.

The Secretary of the Treasury: Eow sbout Idaho?

Mr Beckus: Thut is €014 to 2 lesser extent, I should say,
of Idaho. I do not mean to sey that there is not & largs
commerce also coming westward from those two states. Thare
is, and bank accounts are kept here in Ssattle; we have sccount
both in Idsho and Kontama; but I should say the majority
of the business of Montana would nataraslly go east.

The Secretary of the Treasury: How ebout Idahe?

Mr Bagckus: To a lass extent, that would be trme. The
bues dnees of Soutlern Idaho would probably mora largely gmo
to Portland than to Seattle, because tha rail connectison 4.,
bet ter.

The Senretery o0f the Tivarury: And tals Cregon ituelf
would the natursl couvrsa of business throughont Omagon fiew
towarde Seattle or 4 Totlanld?

. My Bas¥uz: listurally, I should say, the majority of hu
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business of Oregon wculd go to Portland. It is the only
great city in that state, Our business, of course, is dtvidsc
among thres cities, Tacoma, Sesttle and Spokane.

The Secretary of the Treasury: Iow, you spcke of th bank
balancos or bank accounts which are kept here in Seattle.
Seattle is a reserve city?

¥r Backus: Yes.

Thse Secretary of the Treasury: What inducerent do you
hold out for these accounts; what interest rste do you allow
on bank balances?

Mxr Backus: Two per cent.

The Secretary of the Treasury: How about check collect-
ions®f

Br Backus: Ve charge in glmost every case cn the cclilzaction
of checks.

The Secrastary of the Treseury: You G0 cherge?

Mr Beckus: Yes sir.

The Secretary of the Treasury: There is po free checz
collection®

Mr Backus: ll¢ eir. i would gualify Lret stetemaoat to

this extont, that whera “orks kesp belences with the tenis

W

e =
L ALl ’

of Seattle, malcing the acscoust a valvable on
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usually accapt their out of town checks at par. In a great
many instances we charge the banks with the actual cost to
ourselves, but wherever we are able to collect at par wo
credit our correspondsnt at par.

The Secretary of the Treasury: To what extent do Seattle
banks hold the reserves of llontana banks?

kr Backus: I am unable to answer that.

The Secretary of the Treasury: Have you any data at all?
I suppose you could furnish us vith a stetement showing how
many of the Montana banks keep their reserves here?

lr Backus: I d0 not think any statement of that kind
has been prerared.

Tha Secretary of the Trmeasury: It could be, I euppose,
without much difficulty?

Mr Backus: I suppose we could get at that approximately.

The Secretary of the Treasury: I should be glad if you
would have that done and submit it to the Committee. Tcw,
take the same thing with respect to Idaho, how many of The
Idaho benks keep reserves in.-Seettle? I amspesking of
national banks now.

Mr Backus: I could not answer you.

Ths Secretary of the Treasury: and Oregon?
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hr Beckus: Cxr that. X ¥now thet we 21l mave, tlat is
all the larger natlicnal banks at least, bave a good meny
accounte from Oregon and a less number probably from I[dzho,
and 8 gtill loss number from Montena, but we all have
accounts.

The Secretary of the Treasury: I sheuld 1like you to give
the Committce a statement showing what amoumt of bslsnces
are kept here by the banks of these three states, Montana,
Idaho and Cregon, natiomal banks, showing just how they
distribute it.

Mr Backus: Mr Latimer is going to coms on & little
lator, end I thirk hs can give you some inf crmation on that
subject.

The Secretary of the Treasury: If you have any wilness
who is Anformed on this point, X will take it up later.

dr Backus: That ccms more within ths ecope of what ho
was to smeak of, but I do not know what desta bhe bhas acouru-
lated. A

The Secratary of the Treasury: Wrera do the Seatils “urke
keep their resarven?

Mr Backus: OChiefliy in Nsw Yerk and Chicago.

The Socretary of the Treasury: And how do you divida AL?
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wre. Backue: Of course, some in St. Louis.

The Secretary of the Treasury: What percentage of the
reserves is kept in Chicago?

¥r, Backus: T could only give an estimate of +hat.
Judging from my own business, T siould say that probably 60
per cent of the reserves are kept in N¥ew York, perhaps 30 pe
cent in Chicago, and 10 per cent in St. Louis,

The Secretary of the Treasury: %Yhat is the noriml course
of exchange in busiasess as between Seattle and other parts
of the country? .t is mostly in what direction, the bulk
of your exchange aand business transactions from this terri-
tory here, vhere do they go.

“wr, Backus: It is east and west.

The Secretary of the Treasury: Ts it more with ¥ inrneapoli
and St. Paul, for instance, than with Chicago?

¥r. Backus: VYo, more with Chicago.

The Secretary of the Treaairy' And more with Chicago than
with wew York lity?

or, Backus: ‘o, more with Yew York City.

The Secietary of the Treasury: You are speaking of bankir,
exchanges?

¥r. Backus: Yes,
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The Secretary of the Trzasury: T am speaking of bus’ness
and commerces

Mr. Backuz: Oh; pardon me; T sould sgy more with Chicago.

The Scecretary of the Treausury: More with Chicago. T am
speaking of all sorts of commodities, both those brought in
and those sent out,

Mr, EBackue: You are egpeaking of shipments of goods?

Th2 Secretary of the Ireasury: vyes, all ckaracter of
product and commodit§es; is it more with CThicago than any
other city?

¥r, Backus:® Measwred in doilars and cents. or in carloads?

The Secretary of the Tresasury: Well, T should eay in
value, of course.

Mr, Backus®: T should say chicagoe. Mirneapslis and St,
Lovis algo have a very large business with us, because they
are grecat buyers of lumber thers. The fish products are many
of them sent around by vessel, and they run into money pretw
fast and they would in that case, cf course, go through New
York either to Chicago or Minreapolis, and some t¢ Charlestc

Tha Secrelary of the Treagury: Consicdering bank exchange,

you say that your exchanges are ncre with New York than witlk

Chicago?
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. Eackus: Yes, sir,

The Secretary of the Treasury: Well, that would seeam %o
be 1llogical, would it not, if the larger amount of trade
and intarcourse is with JChicago tha.i with Yew York?

#r, Fackus: Yes, sir..

The Secretary of the Treasury: Yormally your exchange
would follow the course of business. How do vou account
for *he larger amouut of exchange in “ew York, ¥r. Backus?

Mr. Eackus: Partly by the very thing that this nill is
intended to correct, "7r, Sec~ctary; the fact that we can
use our money in New Yor't to some better advantage than we
can in Chicago.

The Secretary of the Treasury: Exactly. Tt is an
artificial condition as it now exists,

r. Eackus: That is true.

The Secretary of the Treasury: Tn view of the fact that
under this bill, afto the establishment of these barks
there *rill be a parring of exchange between the different
Federal Reserve Eanks and you will not find the same neces-
sity for having “ew Yorkexchange as you now have -- and
T am taking another phase of the question nov-- for instance

suppose a Regional Eank were established here in Seattle;
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Seattle exchange would pass at par everywhere in the couutry
¥r. Backus! T realize it,

The Secretary of the Treasury: Just exactly as “Wew York
exchange does now, a~d sometimes it commands a premium. Do
you 10t think that will be a tremendous corrective of this
artificial oo 1dition?

¥r. Eackus: T doj yes, sir.

The Secretary of the Treasury: And that it :rill tend %o
re-establish a normality of coaditioas as betireen these
different sections of the cou.try, in the matter of exchange'

Hr, Backus: Undoubtedly,

The Secretary of the Treasury: It will not be necessary,
when that happens, to keep exchasge balances in “ew York
or Chicago, or these other central reserve cities {o the
extent that you do now.

My, Eackus:! T suppose we may keep 10 or 15 per cent as
much in Wew York asvve do now,

The Secretary of the Treasury: Suppose, on the other hand
you have a svstem of clearances between these banks by which
there is a settlement of daily balances; you would ncot find
the same necessity for keeping large exchange balaxes some-

‘there else, would rou?
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Mr. Backus: Wo,

The Secretary of the Treasury: Transfers would be
effectuated quickly, and to that cxtent there would be a
corrective of another artificial condition that obtains now.

Mr, Backus: The advantages are very patent and numerous.

The Secretary of the Treasury: When it comes down to the
relations betwecn Seattle and San wrancisco, to what extent
have you intimats commercial and financial relatioss with
San J?rancisco?

Mr. Backus: To what extent? Does that mean the percent-
age of business and --

The Secretary of the Treasury: In a general way, I would
like to get an idea of the extent of your business relations.

Mr, Backus: Oh, wec have intimate relations and transact
considerable business with San Francisco., T would say that
25 years ago 75 per cent of all the business of the western
states here, the Pacific Coast states, you might say, was
transacted with San Francisco, T venture at the present
time it would not amount to 10 per cent. The tendeacy has
been just the other way, because 25 years ago this was a
1ittle unimportant city and San Francisco commanded the

entire trade of the Pacific Coast, except that held by
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Portland, and Portland protiy neakly deminated Oregpn and
“ashington in the mat®r of trade, of selling goods, a-d
Seat®le at that time amounted %o nothi..g.

The Secretary of the Treasury: Now, Mr, Backus, with yow
knowledge of the cou-se of business, and of exchange, in
s0 far as exchanges reflect the normal course of business,
and treating it in that light, and also dismissing all
considerations of local pride ar prestige, and looking at
this problem solely from the standpoiat of the commo: and
general interest in the establishment here of an inter-
related system which will serve in the highest degree the
purpose for which this act was passed; and assuming again
that a headquarters bank was not establishecd in Seattile,
what would be Seattle's second choice for the location of a
Federal Reserve Eank; what would best serve the course of
business and exchange here of any city in the country, that
is within striking distan ce of Seattle.

My, Backus: That is very difficult for me to answer.

The Secretary of the Treasury: Would it be Minn-
eapolis~-St. Paul?

¥Mr. Backus: T had no second choice --

The Secrectary of the Treasury: But we must have second

Federal Reserve Bank of St. Louis



G K. F. Backus 2396

choices, becaurc here is « problem which has-to be cansidere
in the light o2i fazig, Vew if Seat-‘;:le did not have 2 head-
quarters bank of iis own and had to Le conrected with a
Federal Reserve Bank located in some other accessiblc city,
which would be the best c¢ity in this country, dismissing

Scattle for the moment, with which you could bec connected?

What would best suit the coavenience of business and the
customary course of trade and excha.ige?

Mr, Backus: Tf we had rone located in the “orthwest?

The Secretary of the Treasury: Yes.

Mr. Backus: Tn that case, San Francisco.

The Secretary of the Treasury: San Frencisco would be
best?

Mr, Backus: BRBecause it is within easier reach, the time
is much shorter than it would be to any cther placa.

The Secretary of the Treasury: it would be shorter than
to Minneapolis and St. Paul, for instance?

My, Backus: Yes.

The Secretary of the Treasury: Hew much shorter?

Mr, Backus: Ch, the mail service to Minneapolis is about

\ three days, and to San Francisco practically two days.

The Secretary of the Treasury: You know, lr, Backus, that
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the bill requi~ec th= T¥ederal Reserve Basks to locate branche
in thege <iZfa-u0t dadriricts?

¥r. Backus: Yes, sir.

The Secretary of the Treasury: And that wherever thc main
office of the bank might be, assuming that you had a branch
in Seatile, you "rould, of course, get all the facilities
of tlie headquarters baok,

¥r, Backus: T do not agree “'ith you, “r. Secretary.

The Secretary of the Treasury: Why not?

¥r, Backus: I have had a good deal of experience, and T
have never yet known a branch that could give the service
that the parent bank did. Further than that, if you will
pardon me, T believe it is the intent of this bill to create
stability., Wow the importance of this Worthwest district
is so rapidly growing that it must be necessary to have a
bank here within a few years, if not immediately. ™“ow -=-

The Secretary of the Treasury: Let me explain one feature
of the bill before you proceed, in order that you may under-
stand this point. 1If a Federal Reserve Bank werc located
at Seattle, comprising the territory you have suggested,
the Act then requires that the banks in this district ghall

be divided into three classes according to capitalization,
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and that ezch of thore alasses shall select two directors,
which woulid imke si directors of the Reserve Eank. Those
8ix directours go chosen would necessarily revresent this
district, They would nst 2ll be Seattle men,necessarily;
thoy would bé scattored over the district, aad be from
Montana, Tdaho, O;egon and Washington; so that you would not
have a distinctively local Eoard operating the headquarters
bank here. Tn addition to those six the Governmeni, through
the Federal Reserve Board, choses three more, which makes
nine, Yow on the other hand, if the headquarters bank were
somewhare else and the directors would be choscn, three by
the Federal Reserve éoard and Tour by the Reserve Bank of the
district, necessarily the branch weuld have a smaller

sphere of influence, T mean to say it would be more leccalized,
beczuse at Seattle, for instance, it would have attached to
it the banks within this immediate locality; and the directors
Aould, therefore, .be more locel in character and would kaoow
more about the local necds, and therefore you would gel more
of a local administration through a branch than you would
through the headquarters bank itself., T am merely explaining
this that you may understand the scope and purpose of the

= Act,
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Mr, Backus: T follow you.

The Secretary of the Treasury: Yow, necessarily on the
broad questions of policy, the headquarters bank would
prevail; but upon the pu-ely local di scounts and matters
vhich came ordinarily and customarily before the loecal Eoarc
for attention or action, the local Board would undoubtedly
determine, Telegraph facilities are good throughout America
between all these cities, and in many cases telephonic
communication is good.

Now many people who discuss this problem do rot seem to
understand that the branch banks in any case will be estab-
lished, and that the purpose of the Act is io bring these
facilities through the headquarters of the main bank and
the branch banks into intimate connection with trade and
commerce throughout the district, wow with that under-
standing of the mechanism of the law and its operation T
should be very glad if you would tell me why vou think that
a Reserve Bank located even at San =rancisco and with a
branch here, would not very effectively serve the aecds of
this community. And let me say here, as a warning to every-
body, that the questions which are asked by the Comiitec

do not indicate any opinion nor even a tread of thought on
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the part of the Committee. We have toitake the opposite
view always, %o bring cut the argumert, and nc siffificance
therefove, must be atdched ‘o these questio:s.

", Backus: T base my opinion, as T said, upon a good
ma y years of experience. A local bank is established herg,
forr examplke, by the lanadian Eank of Jommerce, a local
brai.ch, They have a very excellent man as manager, one in
whom T am sure the bank has great confidence, and who who
is very able to take care of their business --

The Secretary of the Treasury: They have no local Eoard?

dMr., Backus: They have no local Eoard. Questions of
importa.ice coming to that bank must be reforred to head-
quarters. “‘ow let me ask you, ¥r. Secrctary, would not a
question of an importan®t and large loan coming before the
local Board, have to he referred t0 the parent bakk, we
will assume it was located a’ San vraacisco?

The Secretary of the Treasury: T do not think that
Lecessargly would follow: You must remember that the op erat-
jons of these Federal Reserve Banks or their functions, are c
a very limited character. They hold the reserves of the
banks of this district. They are not banks of deposit and

discount in the ordinary sense; they do not deal with
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individuals.

Mr, Backus: T fhuask T understand that fully, but what T
had ia mind was re-discounts by thez remder banks.

The Sccretary of the Trzasury: T am coming to that/
These re-discounts are based upon a certain classuof speci-
fied pape~ under the Act, cligible paper, and they a-e made
upon endorsement ol the member banks, of course, and upon
their application, Yow unquestionably a local Eoard of
Directors -- the wederazl pPeserve Eoard has the power to
issue the necesmry regulations governing the relations
between the branch and headquarters bankh, and very n&turally
a local Eoard of seven men here in Seattile would be competent
to pass upon'the paper preseénied by some member bank for re-
discount, aad wquestionadly they would have sufficient
authority to act with a great deal of prompiitude upon
matters of that sort coming tefore them,

Mr., Backus: Supposs thai a Lranch were located in Seat .le,
how extensive a te--itory would that covar?

The Secretary of the Trecsury: Well, thut is the thiag
we are not irying to figure oui. You presented a territory

o vering fouta.a, Tdaho, Oregon a.d Washirgtoa.
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¥r. Backus: Tor a Reserve Bank.

The Secretary of the Treasury: For a reserve Eank,

¥r, Backus: And not for a branch,

The Secretary of the Treasury: Have you any figures
showing what the canital and resources of that bank would t
based upon the minimum of ths national banks, for instance,
as congtitut ing the meubership?

Mr, Backus: Tt would not be posdble to secure a sub-
scription of four millions of cdollars fram the rational
banks alone on the ﬁaais ¢f gix per cent of their capital
and swurplus.

The Secretary of the Treasury: What would you get?

Mr, Backus: But T countli on a very large percentage of the
state banks within the dictrict joiring the district.

Mr. Latimer: $86,000,000, ircInldirg state banks.

The Secretary of the Treazury: Tn considering this
question we cannot ccnsider anything but the actual capital
which w2 know can be depended vpon, What is the aggregate
national bank capital of this district?

Mr, Backus: T have it Lerc somewlkere; »r, Secretary, but
if T may just interject a statement which has just been

handed me --
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1wr. Latimer: $43,700,311,

The Secretary of the Tressuiy: Then you would only have
a capital of abeut two and a hal® million.

Mr. Iatimer: And etate banke $29,577,000,

The Secretary of the Treasury: That would give you
$2,500,000 capital for a Federal Reserve Eank. What would
its resources be, what would it hold in reserves? What is
the total national bank depozits in the district?

r, Latimer: You mean reserves with othe banks?

The Secietary of the Treasury: Yes, what ressrves would
this bank hold?

¥r, Backus: The total deposits nf the district?

The Secretary of the Trasasury: Take the national banks
alone,

¥Mr, Backus: The total dzposits in the four states would
be * $453,618,000,

The Secretary of the Troagurv: That i3 state and natioual.
T wanted it for the maticnal bsnke 2nly.

¥r. Backus: About $285,000,000, T zm giving you
those in the state, now,

The Secretary of the Treasury: Thcse are what?

Mr, Backus: The state bank deposits,
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The Secrétary ¢l the Treagury: You meen the total of the
naticnal hand: deprgite in the-e four astates?

Mr, Backus: WNo, that woes in round namda-g -the total of
the state bank depesita. Yom want the nailonsl darks?

The Secretary of the Treasury! he m.t.ﬁon'ai_ hanka,

M-, Backus: About $236,000,000, ir round numbers.

The Secretary of ikre Tréa-éu_r}': . That weuld give you
resources of probably 3i2,C00,0C0, T mesn you wowid hold

.

in this bank in reserves about $12,G0Q,000, dew, .

Backus, what is thls disuricy, iz il Jdargely ebai'-m‘;'rug

T

digtrict? .«

£

., Backus: Yes, Bk’"_" ‘

The Secretary of the Traasury! Ym-.q' 2 ﬁsta.n*:l{v_ ﬁeéd mney
here, do you rot? T mean .t‘rravgh thio district tha demnd
for loans is always large, lg 1L nolt®

¥r, Beckug: T do nos53ihinkt so, mire 4hen other western
districts, anywhare waal of “h E grest ci_.t ies.

The Secretary of tke Treasm¥: Ii't an nct making any cem~
parisonz; T only want to fina euti '‘what ibe characler of the
dietrict 3=, it is esaent_i-.a];iy. a “l:'iarriaiug.district, is it
net?

¥r, Baskus: Yes, and it jusi aq'i:!.ta the purpose of this
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Aet ir thir raapect, ihat the —ecources of the cdistrict

are g0 varied that ve kave ro reafomad denend here at all,
-

The demnd is cood here thes yoar raund,

The Serretary of the Tregsury: »f c-urqde, the Act

]
provides that you muet havs 2 minimm ganitalizaiisn of
$4,000,000, s0 that this weuld not cowply with *he provisions
of the A-7T.

Mr. Backus: PFot if w2 relied tpon the national bharks
alone.

The Secretary of the Trearury: 7T uandoretand.

¥r, Backus: But if you include the state banks, there
would be suffic ient capital +c provide the %4,000,000.

The Becretary of the Treasury: ©€Ff courze, "nlasrs the
committee had asswrancen in edvance that The stats par
would make up the rubscriptions, then we would have to rely ,

'

wholly upon the actual subscriptions made, which would be
from the national banks.

Mr. Backus: Parden 12, T thinik not. +f “he Committes
would allowy it, T think large individusdl subscriptions couid
be obtained. T certainly would be guite wllling tc Take

the maximum amount allecwed to any one 1ndivid£a1 myself.,
U .

The Secretary of the Treasury: Well. ﬁou know *the Act was
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not cesigned ¢o deliberaiely zrcaie lanks of insufficient

X N N el Py |5 Pousram T X ; x| = = ~
cavitalisaiizy upoa wne bank sWacriztisus, and I g only

where tas rcztional bapka T2i) to cove in ard provida
misimum ezplial reguired nnder the Acgt
is Lo be resrited ©9; 30
timc Leidng to dlarsgard that phase cf it
whgstlier tlie Waticnal baqlikir are geing to raise the
scription,

wire Backua: t is pretty
benks willi come in, but 1 Welieve the 3tate banks will
aloag right after then.

nmhe Secrstary of the Treasury: vas. duy wp to the present
we have not any cgertain kuowledgs of tha i, Wow do yeu
think a bank embracing this fterritory, with g0 rmall s
capital and resourcss, could cere Jor ths normal and usual
demzrds of this distriszsi?

Mr. Haéku?: Vith & minimum cazltal of $4,000,000, which
msi be mubesrited anywny?

The

Secretary of ths Ireasurys

ZBackus!: sack yveer iy wenld

) L T *:h;nk 0, &pd T think

ba better ahle t9 o 80, bocnuse LhE rsSacuYraes YoV £0

rapidly irp thie country.
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The Secretary ef the Treasury: The very fact that you ere
growing go rapidiy means that the sirain upon the bank |
capital is necesmrily great all the time,

Mr, Backus®: The strain upor the bank capital is nothing
now to what it was 20 years ago.

The Secretary of the Treasury: Well, naturally it would
not be.

»r, Backus: The banking capital has increased more and
in a greater ratio than that of the business, When T came
he- e the current rate of inteest was one per cent a month,
Especially favored customers were allowed to borrow at ten
per cent, if they carried handsome balances, but one per
cent each month was considered the regular banking rate.

The Secretary of the Treasury: That has a familiar sound
to me, because T used to live in the south,

¥Mr. Backus: Now, what T wished to illustrate was the
growth of the banking capital and the increase in the ability
of the banks to take care of their customers. Teday T do
not believe that the average rate of interest of the banks
of the State of Washington would be higher than 3ix and one-
half per cent. icw that, in the face of the most rapid

growth of any section of the entire union. To show, for
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instance, Fow “7e are going slong, cur clearings in 1904 in
the City of Seantle were %223,000,007; this past year, 1613,
ther were 3664,000,000, an increazs of just about 300 per
cent in ten yeure.

The Sescrstary of the Treasury: WNow, yr., Backus, those
staticticsg arse very intererting, and are very rerarkable,
and we are rather familiar with them, But considering the
requiremente of the Act, about hzving due regard to con-
venience and the custoemary courgeg of business with these
districta, do you rot think it would be doirg cunsiderable
violenca to the custrmary courses nf business te reguire
of Montaha, 1f the trend of her trade and commerce iz east-
ward, to reverse hersell wesiward?

Mr, Backus: Well --

The Seeretary cf Agriculture: Telegrams were read to us
in another city, at Chicage, indicating that 80 per cent of
the bei.is there preferred St, Paul and Yisreapolis, and the
other 20 per cert Chicago, on the grouvnd that thelr trade va
easiward, and they would nct want o rewerge their exchanges

M, Fackus: Well, T am unzble to say wiet *he percentage
02 business going eeet and west from Montara Is. T suggested

Voutsna g a part of the district becauae it seemed
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geographically to fit i; with the ‘orthwest. .

The Secrstary o the Treasury: Yell, geosraphically, you
sez, while of coursec we "rant :0 have all possible ~egard %o
geography, at the me time the provisio.s of the Act are
mandatory with respect t0o the course of business aud genera
convenience. For instance, the Act says thatvihe district
shall be apportioned; it is not discretionary with the
Committee; it shall be apportioned with due regard to the
convenience and customary course of business,

¥r, Eackus: Yow you also have laid down as one of your
cardinal principles “hat you will coiisider geographical
convenieuce, involving transportation facilities, and so
forth,

The Secretary of the Treasury: In so far, of course, as
that relates o the fundamental which the Act prescrites
here, the customary course of hisiress, naturally we do
regard that,

¥r. Backus: T also want to suggest to your Honorable
body that in my judgment the opening of the Panama Canal
will change the course of business of ontana very largely,
as well as of Tdaho and Washington.

The Secretary of the Treasury: So far as the Panama Caml
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is concerned, 1Ir, Backus, everybody seems to think that is
going to be an Aladdin's Tamp. We have had the Panama
Canal argument presented to us in every city we have visited
in this country (laughter); and at St. Louis the other day
they urged it upon us with great force as changing the
couditions at St, Louis, while Kansas {ity had the same
argument, and so did Denver,

¥r. Backus: T believe it is unnecessury for me to suggest
$o you that no city in the union will be affected by it more
than this city on Puget Sound.

The Secretary of Agriculture: T think New Orleans is
going to contest that with you, They think they are the
ones who are going to be affected more greatly.

Mr. Backus: T should think distinctly ¥ew Orleans would
come next,

The Secretary of the Treasury: And Pan Francieco will
have a fer things to say on that.

Mr. Backus: Yes, San yrancisco is in the same class.
Those three cities will derive more benefit, in my judgment,
unless possibly Houston, Texas, might be included.

The Secretary of the Treasu'y: 1T think San mn:dfloo
ought to be generous enough to ctmnedswdinivusuiledasia
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art of double cinch on Alaskn, but T do not think she weuld
be willing tn concede tha £ you would have anything like the
pame sort of a cinch on the Paname Janal,

Mr, Backus: T have just been handed this memorandum from
the Assistant Postmaster, rhere were dispatched from San
Francisco during the year 1913, 57 mails for the Orient
and 17 for Australia., Trom Puget Sound there were 104
dsspatches to the Orient and 13 for Australia, 1In other
words, we sent nearly twice as many mails to the Orient as
San Francisco, That rather indicates the natural trend
of business, it scems %o me.

The Secretary of Agricultwe: ILet us not get away from
this other point. When we were in Denver they had a dis-
trict in which they included Moatana, and when we asked
them whether they had any warrant for it, they said no, the;
Just did it because it fitted in geographically,

Mr,Backus: probably that is why we did it.

The Secretary of Agriculture: Modtana secms to f£it in
very pleasantly geographically withial:l these distriocts,
but what we want to know i3 where her trede foes and wihat

: connection would be in the intercct of her indusivries and

bus iness,
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Mr, Redcus? Well_ T wonld suggost this, T, Secz'ct'-l-"}';_
that a Nertiweet dirptrict should be ereated and et % ba
left to the wisdem of yourselvss ic solect theXerritory.

and %
Tt is 1ct 2t all necessary, as T vadavstaad/read *ha
law, that the bourdaries of this distirict shall be co-
terminuvsg with those of asr cf the stateg. I believe itkere
is & Sev—-ilory so vewot ud rer2 that rou can carve out cf it,~

1f 1t shall seem wige to yecu to do se, 1 “orthwest distrint.
T sec no reason why, if it wai's secessary, a portion of
Wyoming or ever of “orthern Calif~-+ia might 0% be tacked
-~
on t¢ it., ALl that T iek %) impress upos wou is Tlat The
great ‘orthwest, includirg Alagka, vith the treme.:dcus
volume of foreign busiiess chat v hav: 7hichk is bomd to
grow -- ard as T said, he-e &z 7ive Lra s-co.il. e.tal :oads
operating traius into Seattle every day, where they iiset

58 different steamship lizes f-um this pa2.~ 2lo-e == ncw

that is commerce tha” ¢z . 0% b3 set mcide n: nrerlooked,

LU

-

asd this Bill s especially in*eade” T2 Tetas xer2Wig

-

comnerce, ¢t nrovides fo the establishr-nt o7

braieclies 31
the barka ia1 foreiz: erwrtrior,
The 3ecretary 7: the Treia.ry: 102 mabs BaLIC 54~

gelves may «¢ that,
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-

Mr. Backus: yes. Ti also provides for discount --

The Sec-elary ¢ the Treasury: =xut its purpose is more
to take care of ouwr dromesiic situation, a.d incidentally,
of course, of the foreiga si‘ua+ion.

vr, Backus: But il is our situatioa, when we are dealing
with foreign couniries; e are %o be accommodated, :2a we
hgwe iremendous traasactions with these foreign countiries.
T grant you that the bill is not intesded to take cazre of
Alaska o British Jolunbia, or of Jhina, Japa: or Aust-alia,
but it is intended %o take care of the people who are
dealing vith tliose various courtries, and the backs and
busi-ess houses.

The Sczeretary of the Treasury: ;t is intended to take
care of every kind of comerce, foreig: and domesiic, so0
far as it is possible %o do it,

wr, Backus: Yes, sir.

The Sec~etary of the Treasury: <~ow, for that vert pur-
pose, dismissing as 1 =mid vefore, merely local co-sider-
ations, which of course the Jomiiltee nmust alvays disregard,
purely local oass, T mean, thatl do 207 affect “he problem,
the isteresis of the “orthwest will bc best served by the

orsanization of a bask of suffic ient power to enable it to
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take care of the interests ¢f +he Northwest. That is
furdame:@lly the thing the Jummitiee has got to consider,
and vhils orgmeizing a bauk of such power, we must have
regerd 0 the converience and customary course of business
thioughout this section, Th2t is our problem, and we ask
these questions because we want to get just as much light
an ve can aid asg many facts as we car which will elucid::t-*:e_‘_\
it for us,

The Secretary of Agriculture :: was clsarly the
intention of Jongrers that *“lie couriry cghould be so laid out

L |

that each of these baiks, in normal times, would he” inde-
pendent and not uormally depe.dent. How we are t-ying ¢
discover how to do that; aad furthermore, e can-ci lay out
any one of these dist-icts withoutl refereace to the vthes.

The Secretary of the Treasury: They are inter-related
units, coordinated through the Federal Reserve Bank, and
must be as far as possivle self-contained.

¥r. Backus: You have taken the very word out of irr mouth,
they are coordinated, The bill provides Zfor not less than

. eight nor more than twelve Federal Reserve Banks, anc it

provides for a Federal Rsgerve Ecard, T Helieve it was the
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irtent of "the Aof that <he Pcder=i- Resaorve Toard sghould ds
the razcr{ Punk, it Pnct, and that the go-gplled Fede—al
Recer v Erike 2™e bratiches ¢f the 5, ad <hey gll Zock Io th
ras;eat Sank for serrect,., As 1 3hirk it was Senator Juch
said, these varisugc roservoirs are all plped tosgeiher,

The Seoretary ol Asriciture! wyes, but there are orly

aight o twelve oF thar, tuaey a2 -95 3lzht or %rclra ~drs

Aa

anrother, #hat 13 cnliy &z superviscry Beard. .

The Fecelary I \g-icvl'nredl ZEelosre you get way frecn
Yhe mair ~uestior, whatl g vert tc £ww 13, cas ;¢u asveleop
hers & Cisirict svek as you have Jjaid oul vhich, ia ac:mal
times. #will be gelf-sufflcimit; i sacediy, doan (a7
arraigene:s serve tha Liese interecte #é the gorvenieice of
tralde ag 1. is sntablrgkheld LCdav 1017 LOo™awri li-es,

3=, baszims: Ausvecirg Zarst de livat questicvn, T have
ne douk: shat this bBauk <4, ir porel ines, eke core of
all zhe business ia tkhe “oilrasr, T2 lavety 11t e re-
ai exountiag, oO2 .k 3ad 29t Ped a - 2-pesans in 20

yaars. 02 my kind, nud ® baen Yeeo cbligoe Se eatss &5 per

A
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eat rezxve. Under thz orevizions of the New law =—ov i1l
orly, have mn curiy 15, AvG was Y say 25 per per t, vh Nave

o od

achurllky carcicd 35, beczuse e have had ‘o Xesp Salandes o

L

\

et

[N
L]

-

a2 wraasleco, S, Pewl, ¥aoexa iy
Al Leil ey There they “7ére »eally ol 2o use 0 us, vt frr
the purrere 2L making so-lectiorse

The Sec) (tary of Agricvliture: The same nta temeat wae wwe |
is anozher ci%y, that the barks had to re-discount very
li=ile and tock care of the district in ~ormal times, and
yet the rep—egerntatives of large ousinesgs interesis c‘mingl
mnur millicns of doilars vorth of bugianess anuvally in Lhe
developnent of that section, testified that the Mankes conld
not take care of them and tlhey werc c;:'.!sta.'t'-;l:r_éepa'.zdsat (31
easters Panks to firaace their eaterp-ises arna tn vc-discoun.
their naper. ¥dow is there aot 2 veet deel of devseloniiaut
guing or iu this secticn that the bazks in this section
cannot taks care of?

The Secretary of the Treasury: And ce aoyv fizarce,

}r. Backus: Yo, sir; on the contrary, 7Wa ave Tery larze
buya-s of eastarm commercial paper, I bank cwvies @n
average of probably a miliier duliarcs of that pomer «s sort

of secoadary reserve, and T kiow of other largs baiks vhich
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@® likewise.

The Secrotary of Agriculture! To what extent would om
say “hepe Tour silates which you have indicated are dzp -dzat
or 100 Gepeauent on eastern capital?

. 1Zr, Backus: You are referring % the banking business?

The Secretary of Agriculture: -;-es.

Mr. Backus: T cdo nei think they are at all, T dc not kmnow
nf aay bank in the Tity of Seatile that boirows enytaing in
the est, |

Th2 Secretary of The Treasury: In purchasing .his paper
which you refer—-ed to as part of your secondary reserve,

‘0o vhat extent does “hat -educe you- abiliiy to taks care of
local needs; to vhal cxteat do you decliie to take local
paper.

vs*, Backus: 7Te do not decline. 7 we had o, we world
not purchase this paper, Ve are avle to take care of all
the legitimate local needs In geaiilc.

~ - = The Secretary of ithe Treasury: Tn order t0 clear up a
misapprehersion in yvour mind, in thg stateument you rmde a
mowrennt ago, where ou saicd you 1901:3;{ fx‘pon tha Tederal
Reserve Bcard as a central bank and thesc reserw irs wers

P

piped together ilrough that Foard, you must -emembe~ imt
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the only time that the Federal Reserve Board can compel n:i7
of these banks to rc-discount for another is in tim ¢
cmergency, axd theun only upon the affirmative voie -7 “ii o
members of the Federal neserve Eoard, so that vou cannci
rely =-- it would not be sound for this Jommi:tiee o doliber-
ately organize weak units upon the :heory that they can be
bolstered up by the Federal neserve Eoard constaatily.

I, Backus: T believe siucerely that a Federal Reserve
Bank, with a capital of four million dollars, would take care
of the Jorthwest in anything like ordinary times. Let us go
back for a moricnt to the panic of 1907. TIf we could have
drawn our moaey in this disirict from Jhicago, Mew York and

t. Louis, we would not have known there was a panic ir
ex stence. Youditions were all right out here, but our
resorves were simply tied up and we were helpless.

The Secretary of the Treasury: mhe State of Montana has
not been heard fro:, but T understand there are a number of
representatives here today, and of cow'se we will hear what
they have %o say; but assume that Yontana makes out a case
that i1t would violate the custamary cow se of business if

ghs were forced westard, and suppose Tdaho did the smme
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thing: thea what would you put into the Washington dlu“:iic
or the Forthwes! Disirict? That would be the alterwa-i Ty
what would Le howrgeasous territory here for this gestics:

wr, Eackus: of course, ary te~ritory that you ni=i.
select would probably :aise some objecticn., T fauey weu hare
met with that sort of cbj:sciicn in other places.

The Secrelary of thc Trzasury. ‘Yontara is a iremendously
popul ar sia te, apparsnily, aad ma:y people ara contesting
for heor.

¥;* Backus: "Te all vact her.

The Secretary of 4ha Treasury: =RBut if she would be an
unwilling bride, or refuses to bea brideat all, and
therefore you nave to look elscwhersz, what would you say
would be the most homogeneous alternative ter~itory here.

uMr. Backus: perhaps part of Tyoming, or “orthern Zali-
foraia, or both, and T presume both would proipily object --

The Secreta~y of the Treasury; pardon me a moment. T
say, assuming that Tdaho also made out a case agains®
attached norilrrestward; of course, then ¥ou could ot jumpm
ove~ “hat state and %*ake in Tvoming. Yow exclucCiag thos?
two states for the pu-posc of this lypotheticzli juzstios,

what would you embrace in this “o—~thwest territory, or
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wl territory here would vou take that would seem home
geneous o you, %o meet the situation,

Mr. Backus: You cut out all that is adjacent, anl v
cannot jump over a tervitory o get to another, aud we
certainly could not claim to take in all of Califoraia, -for
T graut that it is importaast that a bank e locaied in San
Francisco, without question. % is the older aad the larger
and more important place on the Pacific Joast, although T
do not believe that it will coiinue to be,

The Secretary of the Treasury: Yow aaaminé that Cali-
forala 214 the pacific Slope was inaugvrated into oune dis-
trict, siuce you have made that suggestios; would you cot
get a pretiy strong unit here, with a combinatién of bank in:
resources and with a combination of diversified te-—itory,

T mean both physically and indusirially ard agriculiwrally
that would be a very effective and siroag district?

¥, Backus: ves, sir; there is 0 gainsaying that fact.
But 1 take it you want to establish these banks permaneatly,
you want stability. mnhere is 50 doubl in ry miad that the

northwest will have %o have one of these banks within a few

years. T8 it not better %o locate it now, have it scttled
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and fix the stability of the whole system, even thoum: ile
baik be not very sircag at firdt? T do not believ: %
anyolf the Committee doubt for a momeuat that ths gros:tu lie
going to continue at least as it has here, after the cpening
of the Janal, and after the governmeni starts in aad com-
Pletes its railroad and opeas up Alaska so we can begin to
get some ofrthe real development of that country. That we
have had has been a mere bagatelle to what we expect.

The Secretary of the Treasury: With the future of this
country, especially as it was outlined %o us last night, T
ga -her what you want is ihe scrvice of strerngih and not the
service of weakness,

17r, Backus: Ve are willing to take our chances on *he
service of weoakress with the prospectiive growth ahead of us,
because every satioral bank and prrotably every state Ttank
will join this gystem,

The Secratary of the Wreasury: ret me say in that comect-
ion that ths Act —equi-es the divisioa of the couutry into
not less than eight nor mci~e than twelve Federal Reservwe
digtricis. Now hateva the decision of this Jomaitise may
be, suppose it were the misnimum, %o illust ate the point

only, the wederal Reserve Zoard has the power at any time
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to readjust these dstricts and if the growth of the coun<ir.
Justifies it, 1t can later on establish and rearranre these
lines and create more districts up to the maximum; ‘and *he
pupose of the Act is to have just that sort of flexibility.
We thank you, Vr, Backus, unless you have something else you
want to submit.

Mr, Backus: T do not suprose you carc to hear about the
wa ter comme-ce 6f Seattle?

The Scerztary of the Treasury: Ve would be glad to have
that statistical irformation, and it may be filed with the
stenographer and go i.:0 the record,

r. Backus: And the private bank statisties,and so forth?

The Secretary of the Treasury: I would like to ask a
question of you, as Chairman of *he Jleariag House Asso-
ciation, before you leave the stand. The Act provides, in
Section 13, among other things: "Upon the irdorsement of
any of its member baaks, with a vaiver of demand, 2otice a~d
protest by such bank, any wederal [escrve Zack may discouat
notes, drafts, and »ills of exchange arising out of actual
comnercial transactions; that is, notes, drafts, and bills
of exchange issued or dravm for agricultural, industrial,

or comuercial purposes, or the procecds of +hich have been
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used, or are tn bec used, for such purpcses, the Pedertl
Feserve Bozrd to have the right to determine or defisnz ihe
character of the paper thms eligible for discount, #iikin
the meacing of this Act?"

Now a proper definition of commsrcial paver im contenm-
prlation ;)f this provision of the Act, is a very important
cne, and we are asking the Tlearing Houses in these different
citles, and algv the different commercial bodies interested
in this very important sutjezt; to consider that provision
of the Act, and t0o file a brief with the Jomuiitee at the
earliest possible date, giving their ideas as to '\.i'h&t- is a
proper definition of commercial paper. VWe should be glad
also to have you suggest at the same time, with a view to a
standardizaticn of notesg and bills of exchange and accapt-
ances, your icdeas as %0 what those forms should be; and
wherever you have soma specific local conditions, vhere you
have a gpecial character of pzper that is current in this
comnunity, for ilastance, like caitle paper in Denver or
Kausas City. if you have auy spa3cial conditicns of that
surt, we would like (o have you suggest the ftorme of notes
and bills of exchange which would cova those peculiar

transactionge, That msy be filed with the Committee within
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the rext two or threa weeks, and if yo1 will be gocd =2v-ugh
te glv> that sow= thouzht, we wiuld appreciate it.

¥r. Beckus: Tid voa say you would give me & mair¥sd cory?

The Becratary of the Treasury: Yes. The stenograrpher will
write that guresticn out for you as T have propsouncded i%. Tn
Section 15 of the Azt it isalso provided tlat "the Tederal
Resgarve Eoard shall make and promulgazte from time to time
reglatlions governiang ths {ransfer of funds and charges
therefor among ¥ederal Reserve Banks and their branches,
and mey zv it3 disc :'ior exercise the functions of a
Clearinz Heuss for s'ich Federal Reserve Earks, or may desig-
pate a FelCeral Rsserve Bank t0 exersise such function, and
may alsn —~squire each such bank to ecercigse the furctioans
of ¢ Jlaing Mous3 for ite maziber benks,"

Yow that relates t2 the Jlcaring Fowse Dwetion to which

T alludad a shert whils age., Ve should be very glad indced
if your Clearing House would give that careful thought and
submit to us &ny suggestions in the form of a brief that
will enable us to ccasider the matter 23 scon as the Iederal
Reserve Ecard is organized, 7T hand you a copy cof the Act,

anrd T have marked the twc sections, on pages 14 and 19,
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I, Bleanogpher, sec that those questions are sub-

mitted tuv '3, Eackus.

}ir. Backus:! T desire to present fo the Orzani

zatvioa

Jdumittee an albwrn vwhich *r¢ have had p=zpa-ed, showing

various maps and pihctoezraphic maps, coataiuing maay statis-

tics which we did auol ra-t vo take up pour time

you, but which 72 would rant{ t¢ have ou accept

by ziviagz

aasd Tile.

The Sceretary of =e Teaswry: T2t it be Tiled as an

exhibit to . Eackus' testimo.r.

“r. Backus: T boliev: all the mps we have prepared ars

absoluicly authentic. 08t of tiima have besa copica firoa

gove ameat charts or maps of Yarious kiads, T thask rou.

(The album acd 'mps abovs ~afarred 0 ‘*are filed as

exhibvits <0 ==, Backus'*estine.r,)

(The memorandum suwmitted by r.Eackus is as Tolloirs:)

AJT - Section 20

"Distiricts shall bHe appo—:icazd wiith duo regard Lo

convenience and custonmary couwrss of busi ess".

J0:. TITE™ FULBS.

1, "1l co sider CGeogr-aphical Coiveniec.uce

transportation faciliiies ad esasy comau.icatio

paris of the dstrict"”.
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2. "7111l co sicer T dust fal and Jommercial Dovelormeant
and aeedr 37 calh rsetiva, which invoives cu:.:sideration of
general moverert of comiodities ané business traunsactions
within the dagtr-lct, ai:d transfer of funds ard exchaigcs of
credits. "

3, ®F:4l eecarider esgialblished oustem and itrend of
busiiess as doveicped by prescat syst-m of bank reserves and
checking accouats X x x Tuv promote busliness cousvenicuce
and normal revemorts of trade x x x CJlaims of all cities
will be co sidered on merits."

A district Tor a Pederai Reserve EFark should be created
in the *orthwest becausc if the entire Pacific Joast couwat y
firom ¥exico to British Jolumbia were i:cluded in oae dis=
trict it mould ot bhe "an apporitionment with due regard o
conveniec.ice and the customary course of business", as
provided by rhc Federal Res »va Act. Yor wonuld it mest the
first "prim:ry® faztor laid down by this Committez, to wit,
"Geographical coavenience x X x involviag easy comrmci-
catior with all parts of the district,”

This stetame:t wuuld be true even if .0 co sideration

whaseve were given to Alagka which, although excluded from
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the territory tode districted, comurises sy empire equal —
in size to about one-fifth of all tﬁe States of the Union,
So vast, Indeed, 1s its extest that if evey man, woman.and
child on the face of *‘he globe were herded within its
boundaries the e would be less than five to an acre, This
great country is at least about to be devsloped and come
iato its own, The Feceral Government is about to build a
railroad for tmt purpose, a:d "due rega"d to the cauveanience
and customary course of business" of its people and its
oo nmerce, prescit acd prospective, must be exercised,
"Transportation facilities, rapid and easy commnication
with all parts of the district" must not be overlooked. The
"general movement of commodities, business transactions and
tiransfer of funds and exchanges of credits”" with this great
domain must not be disregarded in detemmiring the boundaries
of the di strict 6.1 which it will be compelled to depead for
bank service. This, not only for best serviag the people,
business and banks of Alaska, but also the banks and business

concerns located within the district aund haviug dealings

with Aléah.

All majls for Alaska ars forwarded from seattle. Seventy

two per cent of all the commerce with Alaska goes from or

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



G ¥, F, Baskus 2428

comes from Puget Sound, the only important itlem going else-
where being the fish product of the Alaska Packers' Asso-
clatio:, a corporation owned in and operated from San
Fraacisco,

Righ% here it may be well to call a%iention %o the fact
that for all practical purposes couiected with this heariag
Sea®tile =z::d Puget Sounc may be co.sidered as sy:onymous
teris, Puret Sound being all one great harbor with Seatile
and Tacoma combiuned as the ce-tral point, Seaitle and
Tacoma are only twenty-eight miles apart as the crow flies,
and beiug in perfect accord in the desire %o have a " o~th-
western Dist—ict created with a Fawk located at Seatile, may
be considered one city, Tn compiling statisiics we have
{5 some iistances coubined the figures of the two,

"Convenience a:d customary course of busiiess" must be
cossidered next with reference to the great aid coasilantly
increasiag commerce with the Orient and likewisc the
Iateorcational scope of the Federal Reserve Fanks. The
"egtatbl ished custom aasd trend of busisess" in this regard
is sho'ma by the fact that more mail for Oriental cou:tries
is dispatched from neattle than any other Post office oa the

Pacif ic Joast, including San Trancisco, because the distance
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measured either in miles or hours is less and frequency of
service greater, showiag the natural trend and established
chaanels of business.

The net ton:‘age of vessels entering asd clearing from
Puget Sound is morc than double that of any other port on th
Pacific Cloast, inclrdiag San :.,:-"anciaco. Could it possibly
be "with due regard to conve.ience and the customary
course of business" -- Tould it provide "rapid azd easy
cormunication according to established custom and %trend of
business" to locate the only reserve bank oan this entire
coast a thousand miles distant from the seat of this commerce

Five great transcontinental railways are operating
trains orery Gday in the year to Seatile, where they meet
fifty 2ight steamship lines wwhich operate from the Pori of
this city, including such great companies as the Foyal l7ail,
the Hamburg-American, the Rippon Yusen Kaisha, the Ocean
Steamship Jompany, the Osaka Shosen Kaisha, the American-
Hawaiian, the Graat “orthern, the Blue Funnel, the Kosmos,
the Yar~ison and DNast Ashatic Jompa:ies. Many of these
companies have ectablished their supervising traffic offices
for the extire pPacific Joast at Seatile. 7ould it conserve

thei~ coavenience and that of their agencies in geat:le, in
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e Yorthwest, and all over the world, %o have ome dist—ict
bank only, and that operated from San wrancisco?

Then, what of the rapidly growing busiuess interchanged
with British Jolumbia? Would i be coavenient and zlong
the customary cow se of business and normal movements of
tade t0 undertake to transfer the business interchaaged
with Vancouver, Victoria aad Prince Rupert to San wrancisco?
Two 2w transcoati-ental liues, the lanadian “orthern and
the Grana Truwik Prei fic, 7ill be opened to Vaicouver aand
P-i.ce Fupert this ryer. nhe gra.d Trurk Pacific already
operates steamers to gesattle amd the Canadian Pacific
operates voth trains and steamers, All isdicative of
"established custom a.d treud of usinress", which is bound
to increase tremendously with the adve.t of the aer railway
li.es and because of Ue " 2ceatly reducsd tar-iff rates.

Thile it must be kept i mi.d that rzicral neserve Bauks
are .iot establislied for the especizl beielil of British
golumbia or Oriental couni-ies, they are desigaed lo serve
the banking and business interssis iocated withiu the dis-
trict and which "finaunce the moveme:t of coumodities and

handle traasfers of fuinds a.:d exchanges of c~2ditis" for These

couitries. The promoiioa of foreign trade also is oze of
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the most important functions the new Tustitut ions are inteid-
ed to perform, and there caa be ..0 doubt that commerce with
South America, Australia and the Orieat will be greatly
stimulated by their establislment on *his Jozst.

To illustrate the value of this foreign busicess, T will
say that in the midst of the panic of 1907, wheua it was
impossible to get money on any ordimary security, the National
Bank of Jommerce of geatile s0ld a half millipn dollars of
foreimi bills drawn against flour shipments to the Orient
without the slightest daifficuliy.

The water comuerce of Seattle aloue for the year endiag
Yovember 30, 1913, amounted to $124,000,000, 393,000
passengers embarked and debarked here last year for foreigan
and Alaskan poris, and more than 3,100,000 for local points,
a total of 3,485,000 altogether inbound and outbound from
this one Port. This commerce and travel suggest at least
"gstablished custom and trend of busi.ess". .

The shortest distance ard most natural route from any
port in the Uaited States to Alaska, (o Eritish Jolumbia, and
to Oriental countries, is from Puget Sound. This certainly
affects and involves consideration of "the general movement

of commodities". Everyone councedes thal one mederal neserve
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Bank should be located at San :_,ra.ncisco, so notwithsta..ding
that the tonnage of Puget Sound exceeds that of San francis-—
co, we will dismiss any consideration of that point, The
only other important port on the Joast handling foreign

bu siness is the Jolumbia Fiver,

To show Lhe comparative growth of foreign comnerce at
Puget Sournd and at the Tolumbia River, attention is invited
to a comparison of thirty vears ago and row: X¥f (Figures
from UnitedStates Justoms Office.)

Tn 1884 the foreign commerce of the Jolumbia

River amounted, in even 'thougands, to 37,700,000.
That of Puget Sound to 42,100,000,

(Columbia River 3-1/2 times greater)

In 1913 the foreign comnerce of j{he Jolumbia

River amounted %o % 16,900,000.
That of Puget Sound amounted to $114,000,000,

(Puget Sound nearly seven times grealer)

This growth of foreign commerce of Puget Sound from
1900 to 1913 is th-ee thousand per cent -- of Oregon one
hundred and fifty per cent.

This shows the natural trend of business as clearly as

anything can,
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What reason is there to doubt that the same ratio of
growth will co:tinue? The percentage of growth for 1913
over 1509 on Puget Sound was 116,2 per cent, the percentage
for the Columbia "iver 35.0 per cent.

The line of the Oregon Railroad & “avigation Jompsa:y was
opened i: 1883, giving the same dom-grade haul io “he mouth
of the Jolunbia River about which much will be heard later
oa in coanection with the Vorth Bank Road, which parallels
it. The “o-th Fank Road was completed in 1909, The sub~-
sequent increase in foreign commerce is less than 4,500,000
as compared with 531,000,000 on Puret Sou:d. One of Ir.
Jamegs J. Hill's characteristic epigrams ie as follows:

"phe trouble with the Jolumbia fiver is that its bottom is
too near the top".

T am aow going 0 ask :ou to look at the heavy blue line
marked on this map of the Yest, culting off from the rest of
the country the states of Oregon, Washington, Tdaho, Moatana,
Wyoming, “orth Dakota and South Dakota, a territory equal
in extent t0 nearly ore-fifth of the United States, exclusive
of Alaska, T ask rou, also, to bear in mind. that Alaska,
lying to the north and west of the described territory, is
also equal in size to about ose=fifth of the e:tire U-ited
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States. Thus we have northwest of the lines shovm, more
thaa one-fourth of all the Continental United States,
including Alaska, which for convenience T will call & }orth-
west district, Seven entire states, besides Alaska, are
embraced in this district. rThe report of the Jormpiroller of
the Jurrency shows that the State of "aghington leads all of
these in amount of lapital Stock, Tndividual Deposits,
amounis due to Banks, ILoaas, Total pesources aad Iiabilities.
And this same statement might also be made to iaclude Utah,
coloraco, Arizoaa and “ew “Texico,

The deposits of the United States Govermmeni are greater
in the Fanks of Tashington than in =aay other statewest of
the *ississippi Fiver, excepting Texas. ;reaumably they
are kept where necded.

If the savings baik deposits of Washington, which are
larger thaa those of any other state West of the lississippi
River except Towa, Minnesota and Jalifornia, be eliminated
from individual deposits, it will still outrank aay state
lying Morth and Vest of the boundaries shown on the map.

In the seven states making up part of this great vorth-
west district, there are but four Reserve cities, three of

which are in the State of Tashingto:, and the city of
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Seattle, in banking capital, surplus, deposits, loans,
resources and liabilities, as well as clearings, exceeds

the other two combined. The year 1913 was one of depressio:s,
cleariags of the whole country decreased about 3 per cent,
but those of Seattle increased 10 percent and establ ished

a new high water mrk,

This indicates the steady growth of this particular
section of the country and is indicative of the natural treand
of business, which will increase by leaps and bounds under
the stimulus of railway constiructions and general develop=-
ment in Alaska, aud the opening of the Panama Canal.

The estab lishment of one Bank only on this Coast, located
at San :ra-ncisco, would doubtless leave, not alone this
city but Tacoma aad Spokane also, more remote from one of
the rederal neserve Banks than any othe- equally important
commercial city in the Unién. ¥ ot certainly promotive of
"geographical convenieace or rapid and esy commuhication”,

Again, to secu-e the greatest posdble efficiency for the
nev system must be the earnest desire alike of this committee
and the banks, and to insure this efficiency it is extremely
desirable that the Federal peserve Eanks be located at

fisancial and commercial centers where the most diversified
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indusiries are financed and distributed, mo ap to equalize
borrowing demands. 'fhere is no city in the Union of the
same size which so fully meets this requirement as geattle.
It is comparable in this regard %o vew York. ﬁere is
brought and distributed the output of the ouly importunt coal
mines on the Joast from British Jolumbia ‘o 1fexico. The
State of Waghingion cuts ten per cent of all the lumber and
sixty-five per cent of all the shingles produced in the
United States. The amoun®t and value of figh and fish
products stored, shipped and financed from Puget Sound are
overwhelmingly greater than from any other center in the
world,

The manufacture of flour at Tacoma and Seattle exceeds
that of any other city on this Joast, mhe same statemeat
is true regardiig exports of wheat and flour (reducing
barrels of flour to bushels of wheat), From here very
largely are financed and shipped the products of the
agricultural asd horticultural districts lying east of the
lascade Mouatains, To Puget Sound come the shipmeants of
supplies for Alaska, which produces little and consumes
m uch. Here are the United States Assay off‘ice and the
United States Wavy Yard. Tn 1913 the United States
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Quartermaster disbursed over three million dollars in
Seattle, and $341,000 only in Oregon. were is “he leadiag
manufacturing ceutre of the Pacific Jozst norih of San
mrancisco. Here, also, -he largest populatioa, the largest
customs ~eceiptis, %ae largest Tnternal Revenue receipis, the
largest Post Office receipis, the largest commerce, "here
else, except in wew York, caa be found such diversity of
industries? The—e else would a Tederal peserve Eaak be
assured of such distribition of bo-r*owing demands, "here
else could it be located to so promote foreiga trade and
commerc e,

Fifty-five years ago Lincoln's great gecretary of ¥ar,
Wm, H. Seward, then genator from the Tmpire State, said in
the United States Senate "The Pacific Ocean will become the
chief theatre of eveats in the world's great hereafter",
Prophetic words these!

Ve ,ost respectfully urge that, in view pf the great
extent of territory to be served, of the great diversity
of industries to be pirovided for, on account of geographical
convenience and splendid transportation facilities, on
account of industrial znd commercial development, and

general movement of commodities, in orcder to make easy the
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transfer of funds and exchanges of credits, in order to
protect established customs and trend of business, in order
to promote convenience and normal movenents of commercial,
that you lay cut a Tederal peserve di strict in the great
Yorihwest, embracing the four states of Oregon, Washingzton,
Ydaho and Moantana, and that rou establish a Federal Reserve
Bank at Seattle which we believe is in all respects best
calculated to meet the requirements of the district
described, always keeping Alaska's needs in view,

Ve fecl that one Eank at San ;,;'anciaco is insufficient,
while %0 locate a second one at any other Coast point than
geattle would no more be with due rcgard to gonvealence and
customary course of busi..ess thaia to locate it at some
inland point hundreds of miles from the comme;ce it is
desigoed to co:se-ve and promote, and which would be

@ mparable only %o locating a bauk at Fochester or Tuffaloe

instead of “ew York lity.
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STATEMENT OF TUGENE T, VILSON.

The Secretary of Agriculture: r, Wilsor, will you give

veur full name, —esidence and occupation?

¢k
e g
@

Er, "ilsor: Euegene T, Wilson; vice-president of
Fatiozal Back of Tact;)::n.

The Sec-etary of Agriculture: You know the problem that
the Jommitlee is confronted with?

Mr, “iilsoz: Yes, sir,

The Secretary of Agriculiure: e would be very gla.d‘to
mve any additional light that vou can throw on it,

Mr. Tilson: Mr, Secretary, T Yas selecied, with two other
members of the Jlearing House Association of Tacoma, to camne
over ne e and st ate why Tacoma is anxious for Seattle to be
selected as the locatiou for a Regioaal Reserve Bank. Yhat
T have S0 say T shall say very briefly, and ceal mostly in
figures, with a little comment on some of the questions askcd
1, Backus regarding Yontana.

Ta the first place, the distance beiwcen wharves, by
water, from Tacoma to Seattle, is 26 miles. Mr. Eackus'
estimate of 28 miles is taken from the business centres, or

a 1it+le further, The two cities are connected by water

transportation. Two large steamers thatl were brought around
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the Yorn, from the Creat Lakes, give an every other hour
service between the towns. The five trans-continental
railroads entering seatle also enter Tacoma. T am men-
tioning this to show the importance of Tacoma's endorsement
of Scattle, and not to encumbe:r vour records with statistics
or stataments which have already been mde.

Puget Sound is one eustoms distirict, with the priicipal
port of eniry at Seattle, and Tacoma is a sub-port. Tt has
1200 miles of shore line, including, of course, the inden-
tations, inlets, and so forth, of deep water. There is not
a bar or a rock to obsiruct navigation in the whole of
Puget Sound. There are no bar-bound stormbound vessels
atterptirg to go oul or to enter Puget Sound, and vessels
of the greatest depth of draft{ from all partis of the world,
of course, participate in this Puget Sou:d commerce, These
statisties I am giving vou are taken from the report of the
Deputy Master at Tacoma, and are authentic. T have no
sympathy with any exaggerated figures that may be produced
for the purpose of influencing the committee. The truth is
sufficient.

The foreign shipments from Tacoma last year, 1913, were

823,608,501, The Coastwise shipments were $11,804,148; a
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total of export business of $35,412,649.

The foreign receipts at the Tacoma port were $22,332,316,
and the Joastwise receipts were 711,343,188; a total of
shipping receipts of $35,675,504, or a grand total of
569,038,153,

Included in the above was merchandise of almost every
character. There were a little over a million and a half
barrels of flour, four and a half million bushels of wheat,
over 142 million feet of lumber, nearly eighty-eight thousand
bales of cotion, a litile over 151,000 tons of coal,
52,949,896 of machinery; smelter products, $2,866,187; there
were 3335,012 of automobiles included in this; condensed
milk, £223,414; and many other articles that are oo numerous
‘o mention, This is all water business and des not include
the rail shipments to the interior,

The deep sea arrivals at the Port of Tacoma were 1610
during that year, aid the departures were 615. The registered
ton age of those vessels was 5,371,742 tons and the cargo
tonsage was 1,646,373 tons.

Tt is a well known fact that the Clearing House reports
do not always give a true indication of the business of a

city. Those are multiplied largely where there are more
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banks than in arother town doing a like amount of business.
So that in addition te our Clearing House reports, our banks
in Tacoma, which number ouly seven within the city proper,
have adopted a system of reporting the actual business
transaciions each day. Tho s¢ transactions do not include
charges and cashier's check accounts, certified checks or
accounts which constitute a resource, yet the bank trans-
actions for Tacoma for 1913, excluding all of those charges
Lo resources, like bills receivatble, reserve banks and every-
thing of that kind, were $347,093,851. The combined clear-
ings of Tacoma and Seattle, which are practically one city
for the purpose of this discussion, were $798,312,904.

You will probably hear in some of the other cities that
you visit that Puget Sound is separated firom the eastem
part of the country by an impassable range of mountains,
and that certain water grade railroads and river traffic is
apt to ca~ry all of *‘he business from the eastern part of the
state to another city. T want to say in connection with
that, that before the Yorthemm Pacific and the Great Worthern
railroads were consiructed, before Seattle had any real
commnication whatever with the easte:m part of this state,

its population was 7,000 and the population of Portland at
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that time was 40,000, Since then the Forthern Pacific,
Great Worthern, Milwaukee and the Janadian Pacific have come
in from the east, and the O, W, R. & N. from the southwest.
Before the water grade road, the Vorth Eank Road from
Spokane to Portland was built, the only outlet that the
Puget Sound cities had was across this so-called impassable
mountain barrier. Yet during that time, according to the
census of 1910, Portland increased to 207,000 people, and
Tacoma increased from a sawmill town and with 7,000 people
in Seattle, to 320,000 people, So that the mountains are
not so impassable as they may seem.

The question was asked one of the other witnesses, T
think ¥r. Backus, as to the service of a pa>»t of Oregon, in
the case of the organization of a Regional neserve Eank in
the Norihwest, TFor a g:reat many years 1 was employed under
the Eureau of the furrency, in fact, to make it exact, for
eighteen and a half years I was with the department; and in
all of my examina‘ions in Oregon I have neve found a bank
south of the Siskiyou Mountains which did not prefer to do
its business in San Francisco. So there is a part in the
southern part of Oregon, six counties in fact, with

31,070,000 capital and surplus, and $5,000,000 of deposits,

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



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

G E. T. ¥ilson 2444

whose matural trend is southward, although they are in
Orego:s. They have to cross the Siskiyou ountains to get
to Portland.

Some questions were asked regarding Montana, T lived in
Montana a2 number of years, and during all of this time of
my scrvice with the Zureau of the Currency T made bank
examinatioss throughout that state, and for six years T was
in Helena, and started in under Mr, Echols and in this par=-
ticular position liquidated a couple of banks and served for
8ix years before T finally got them wound up, and T have
some knowvledge of ontana conditions. T went to lontana
when T was a boy, and the whole country was buffalo country
east of Bozcman. T saw it develop into a stock country
with cattle on thousands of miles of bunch grass. Recently,
through the efforts of the railroad companies largely, these
ranges are being cut up and agricultural pursuits conducted
in lieu. During the stock raising days, “‘ontana's natural
mrket was eastward. Their cattle were shipped to the
packing houses in St, Paul, Omaha, Kansas Uity and Chicago,
and the business of ontana up to the present time, as was
said, is largely eastward. Their business with the Cloast

here is not large. But zow that those ranges are being cut
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up into farms and agricultural products are to be produced
rather than stock, the natural trend of that class of
Products will be to the unearest sea coast.

Taking Eillings, vhich is about the cenire of the state,
and which is the last town except one where there are bank-
ing facilities %0 any great extent going eastward, the
distance from Eillings to the Atlantic Coast is 2200 miles,
and the distance from Eilliugs to Puget Sound is 1000 miles.
They are plowing up that whole country, they are shipping
grain in here unow; and a representative of one of the largest
grain purchasing companies on the coast, with business houses
in Portland, Racoma and Seatile, told me day before yester-
day that he had just seen a lot of MMontana grain sold in
Seattle, shipped here in bulk, for three cents a bushel more
than was paid for Eastern Washington grain in sacks; the
millers demading it to mix with our softer wheat. And in
my opinion, with all due respect to my frieads in Montana,
when that country is developed and wheat growing becomes
more of a factor in the development of the state, their
natural business will be in this direction rather than
towards the Atlantic Coast. They cannot ship grain by long

rail hauls over very many miles, T mention that because it
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was brought out in the other testimony.

The Secretary of Agriculture: It ought not to be im-
possible to discover the present direction of commodities
in Montana ==

Mr. Wilson: T think they are priascipally east now.

The Secretary of Agriculture: And the growth in either
direction for the last five or ten years.

Mr. Wilson: The development of agriculture in Montana has
only been of recent character. They have not begun to raise
much grain as yet. T think it is only in the last six or
seven years.

The Secretary of Agriculture: 1TIs it your judgment that
violence would be done to the present course of trade to
direct Montana westward, or would it be better to connect it
eastward?

Mr. Wilson: T think it would be to their advantage for
the immediate present to do their business towards the east;
but T am satisfied, from the fact that their cattle ranges
are being plowed up, for the reasons stated, that before
very long their business would naturally come to the Sound.

The Secretary of Agriculture: That about Tdaho?

Mr. Yilson: Jorthern Tdaho isa mineral country, with
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some orchards and farms, “Vorthern Idaho ought really to be
a part of Washington; it is a panhandle which belongs to
this state. Southern Idaho is a fruit and stock country.

T think most of the Southern Tdaho business comes down the
columbia Fiver to Portland, although some of it comes here.
The Secretary of Agriculture: You think it does not go

to Denver?

Ir, Wilson: To, Around Eoise and southeastern TIdaho,
around Pocatello and other towns arouad there, they have
considerable business with Salt Lake City, but when T was on
the road they had very litile business with Denver.

The Secretary of Agriculture: Did you have anything else
vyou wanted to add?

¥r, Jilson: T wanted to call attention to one further
fact, that in the establishment of Regional Reserve Banks
on the Pacific Coast it should be remembered that vessels
leaving Puget Sound for Japan can make the trip in about
four days iess than from San vrancisco. That is by reason
of following the Great =~ -- Circle. In doing so they
pretty nearly touch Alaska. They go north and follow the
Great Circle. And as business is developing with the

Orient, T think that that will be considerable of a factor,
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We of Tacoma feel that if z Regional Reserve Bank is to be
established in the Yorthwest, we prefer it at Seattle,

The Secretary of Agriculiure: Suppose we should dis-
cover, Mr, Wilson, that the people of Yontana insist on
having their state connected with some disiriect with head-

would be
quarters toward the east; then do you think it/feasible to
estab’ish a district here in the zorthwest at present,

Mr, Wilson: With ‘oatana elimirated it would be very
difficult to find sufficient adjacent territory to justify
the organization of a peserve Eank, and in that event a
branch would have to be located.

The Secretary of Agriculture: Of course, with these
changes which you think are taking place, even if we should
find it impossible to make a district with Seattle as head-
quarters, the situation would be dealt with in the future
as the conditions demand, T imagine. What would be your
judgment as to the desirability of establishing a Regional
Bank here at this time with the relatively limited banking
power that it apparently would start out with?

¥, Wilson: Well, it would seem from the Act as re&d by
Secretary McAdoo, that rou are required to have a certain

ecapitalization in order to locate a Regional Reserve Eank,
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and without Montana you would not have that capital. The
question answers itself.

The Secretary of Agriculture: Suppose now it is found to
be an impossibility to establish this district with a parent
bank at Seattle, what in your judgment would be the best
centre?

Mr, Wilson: For a Regional peserve Bank?

The Secretary of Agriculture: ves,

wr, Wilson: San Prancisco.

The Secretary of Agriculture: For this section?

Mr, Wilson: Yes. The aestion was asked Mr. Backus, T
think, in regard to the amount of business done in St, Paul.
Tacoma does not do as much business proportionately with

Y. Paul as Seaitle does, and T think that in our bank, and
we have the larger bank in Tacoma, about all the business
we have with St, Paul is with the Yorthern Pacific Railroad
accounts, %Ye are the depository for their stations in
certain districts, and we have a limited balance to carry,
and remittances in excess of deposits constitute most of our
business with St., Paul, although there is a little lumber
sent there.

The Secretary of Agriculture: Are your banking and
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business relations more intimate with San Francisco than with
any one of these easterm cities?

¥r. Wilson: Ve do a great deal more business with Chicago
and New York than with San wrancisco; and what T mean by that
is that New York and Chicago exchange is current the world
over, and the demand for drafts on those cities requires us
to keep very large balances there. We do not keep so large
balances in San Fraancisco, but nearly all of our Asiatic
business is done through that ciiy, because we have no branch
connections in the Orient.

The Secretary of Agriculture: Waiving the banking aspect
for the moment, and taking your business people, with which
of the cities are their dealinzs more directly?

¥, Vilson: Where they purchase their goods?

The Secretary of Agriculture: Yes.

Mr., Wilson: wrom the east largely. There is considerable

cities
stuff bought in San wrancisco, but the Yor thwest - . are
getting to that stage where they are more or less rivals
of San Francisco in their simple way, and our merchants
buy largely in the east, although we have a great loastwise
trade with lalifornia in timber and wheat and there are

quite a good many lines of vessels that run between Puget
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Sound and the ’Jalifornia ports. Tt would be impossible for
me to tell what the aggregate amount would be, but T think
that our wholesale merchants purchase most of their goods
east, Tormerly, as 'r, Backus said, San wrancisco was the
real metropolis of the west, and Portland had the whole
¥orthwest, before these towns became as large as they are,
but business has changed.

The Secretary of Agriculture: 1In a business way, you think
these states are mo-e intimate with Chicago, St. Paul and
Minneapolis, than with San Francisco.

Mr., Wilson: Yot with Mioneapolis and St. Paul.

The Secretary of Agriculture: Or Chicago and Yew York.

Mr, Wilson: <JChicago and ¥ew York, of course. 1In the
next place. Chicago and ¥ew York, under the old law, are
central rescrve cities, and we have to keep our reserves
there,

The Secretary of Agriculture: T am not thinking so much
now of that as T am of the business relation, the relations
of the business men in the distribution ,of supplies and
commodities,

uMr, Wilson: I do not think there is any question but what

we have more business with the east than we do with Clali-
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fornia in a business way, putting it that way. Our social
relations, of course, are a great deal more intimate with
California, because a great many of ow people spend their
winters there and have winter homes in California.

The Secretary of the Treasury: With the parring of
exchanges betwveen these reserve banks will not the necessity
for your keeping such bala..ces in Chicago and Yew York very
largely disappear?

Mr, Wilson: Yes, T think so,

The Secretary of the Treasury: As you say, New York and
Chicago exchange passes current eveaywhere, and that is true.

Mr, Wilson: Yes.

The Secretary of the Treasury: Under this new system, if
the exchange in this district passes at par eveywhere, you
would not, of course, have the same necessity for kecping
balances there,

¥r, Wilson: Vo, that is tirue.

The Secretary of the Treasury: And to that extent this
system will tend to restore normality of conditions very
greatly, will it not?

Mr., Wilson: Yes, it will have another advantage, it will

release in our bank over 57,000,000 which is now tied up and
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which will be available for use in this locality.

The Secretary of the Treasury: How far is it from Tacom
to San wrancisco?

Mr, Wilson: I think tha t the distance from Portland to
San Franc isco is 770 miles, and it is 140 miles from Portlan.
to Tacoma, 910 miles by rail,

The Secretary of the Treamury: About 1000 miles from
Seattle, then?

Mr, Wilson: Yes.

The Secretary of the Treasury: Have you long distance
telephone connectioa with San Francisco?

My, Wilson: I do not think that we have direct, T am
not sure. I have never used it and revea have had occasion
to use it.

The Secretary of the Treasury: How about that, Mr,
Backus?

Mr, Backus: Theoretically there is, but practically there
is not. Tt will not work. (Laughter)

¥Mr. Wilson: T believe it is pos:ible that the telephonic
connections go around by Salt Lake City, but T am not sure
whether it goes around direct or not.

¥r. Backus: Tt does now.
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Mr. Wilson: T have rever had occasion to use it.

The Secretary of the Treasury: of coursc, the distance
being only 1000 miles, it is perfectly practicable to estab-
lish a long distance telephonic communication which would be
satisfactory.

Mr, Wilson: Yes, T have known of long distamce conver-
sations between Helena and San gprancisco, which went around
the other way,

The Secretary of the Treasury: That is all, thank you.

¥Mr, Latimer,
STATEMENT OF N, H, LATTMER,

The Secretary of the Treasury: You may state your full
name and occupation?

¥r. Latimer: President of the Dexter-Horton National Eank
of this city.

The Secretary of the Treasury: And also of the Dexter-
Horton Trust & Savings Bank, 1 see.

Mr. Latimer: T am not president of it, but T am one of
the directors and large stockholders in it.

The Secretary of the Treasury: Xow, Mr, Latimer, you

have heard the ground we have already covered. We should be
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very glad if you would give us any new light or additional
facts, so that we will not cover the same ground.

Mr. Latimer: T was going to say that so much ground has
been covered that T do ot know whether you will care to hea
this which T have prepargd.

The Secretary of the Treasury: We would be glad to hear
from you in extenso, but there are so many to be heard and
the time at our disposal is so limited that we shall have tg
ask you to confine yourself to pertinent facts.

Mr. Latimer: T should 1ike to answer one or two of the
questions propounded to Mr, Backus, in refereace to the
national banks only in Oregon,)ontana, Idaho and Washington.
In answer to that, the deposits of Washington are
$111,933,959; in Oregon $71,163,605; Yontana %39,200,079;
Tdaho $20,614,087; a total in the four states of $242,911,72

The Secretary of the Treasury: And have you the mational
banking ecapital, capital and surplus, T mean, and aot @n-
divided profits,

Mr. Latimer: The capital, independent of state banks?

The Secretary of the Treasury: Yes, national banking
capital and surplus, excluding undividied profits.

Mr. Tatimer: The capital of the national ban ks in
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Washington, $17,252,170. Oregon --

The Secretary of the Treasury: That includes surplus?

Mr. Jatimer: That includes surplus.

The Secretary of the Treasury: Eut not undivided profits.

Mr. Iatimer: EBut not undivided profits, That is capital
and surplus. Oregon $13,737,330; Montana $7,828,700; Idaho
$4,882,111; a total for the four states of $43,700,311,

The Secretary of the Treasury: Yow will you proceed?

Mr. Latimer: You also asked the question of Mr. Backus as
to the reserves carried-with national banks in the Northwest.
in Washington; this is with the reserve cities, you under-
stand, There are three reserve cities in Washington and
only one in QOregon.

The Secretary of the Treasury: I understand. T was asking
Mr. Backus to give the banks in Washington which carry their
reserves in geattle, and the same as to Montana, Qregon and
Idaho.

Mr. Tatimer: T have the total reserves for the three
states, T think T have the other statistics, but T cannot
put my hand on them now.

The Secretary of the Treasury: You can supply those later

then.
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Mr, Tatimer: Vould you care for the totals for the states?
The Secretary of the Treasury: Yes, we have it here, but
at the same time you can give it., T wanted the distribution
of these reserves; that was the more important point, show-
ing what coniribution of reserves in Washington is made by

these different states.

Mr. Latimer: T think this would, to some extent, answer
that quection. Washington $15,967,224,

The Secretary of the Treasury: Yow is this national banks
only?

ur. Latimer: Yational banks only, carried with the reserve
cities.

The Secretary of the Treasury: These are all national
bank reserves?

Mr. Latimer: vyes. Oregon $10,013,446; Montana
82,882,319; Tdaho $1,465,995; a total in the four states of
$30, 328,982,

The Secretary of the Treasury: You havenot the figures
for Seattle alone, to show whatiproportion of that goes to
Seattle?

¥Mr. Latimer: T do not believe 1 have for the moment, but

T think I can supply it to you.
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The Secretary of “he Treasury: ﬁ yoti will, and they can
be put in the record.

¥r. Latimer: Yes, T have it right here.

The Secretary of the Treasury: T know what your total
reserves are, because I have the Comptroller's figures, but
T wanted to see how they were distributed.

¥r. Iatimer: Portland $11,184,132,

The Secretary of the Treasury: How do you mean, Portland?

Mr., Tatimer: npeserves carried in Portland <3 by other
banks.

The Secretary of the Treasury: I understand, but what I
want is the reserves car ied in geattle by the banks of these
different states, distributed by states,

¥r, Latimer: Oh, by these different states distributed

by states?

The Secretary of the Treasury: Yes.

Mr., Latimer: T do not believe T have those figures. I
could give you the totals car-ied in Portland, Seattile and
Spokane --

The Secretary of the Treasury: That would not be worth
while. You can supply that later. You understand what T

want, how much of the reserves of Montana national banks are
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carried in Seattle, the same question as to Oregon and Idaho.

Mr. Latimer: "Would the capital and surplus of the banks
of portland, seatile and Tacoma be of interest to you?

The Secretary of the Treasury: We have that., The aggre-
gate for the district is all we want, and you have given us
that.

Mr. Latimer: T think it would not be amiss for me to give
you, although T believe some figures were given by Mr.
Backus or the Coversor, T have forgotten which, but T will
simply call attention to the increase in volume of banking
deposits in the Jity of Seattle. In 1896 the total dcposit:
of the city were $3,372,000. In 1903 they had increased to
823,575,000, On October 21st, 1913, they had increased to
$81,533,000, Portland, in 1896, at which time our deposits
were $3, 372,000, had approximately $25,000,000, Ve are
unable to get accurate fisures on that, for the reason that
at that time .‘.:he foreign and state banks did not report, but
those are the most accurate figures we are abl e to obtain.
However, since 1898, since the passage of the State Banking
law in the state, we can get accurate figures. Portland's
figures in 1898 had increased to $47,000,000. You will

observe that in 1896 their deposits were practically eight
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times these of Seattle. Under the last call of 1913
Seattle's deposits had increased to $81,677,573, whereas
Portland's were $74,194,378. You will thus see that
Seatile had passed her in the race.

Tt would also be of interest, no doubt, to give you the
clearings as shown for the last few years of those cities.
T will try to make this brief and only give you a portion of
them, TIn 1896 the clearings of the Portland Clearing
House were $62,408,893.52,

The Secretary of the Treasury: What is it today?

Mr. Latimer: $627,818,010.31. At the same timc the
clearings of Seattle were $28,311,616 as against nearly
$63,000,000 for Portland. Today Seattle's clearings are
$664,857,448; that is for the year 1913, T siould have said,
as aginst $627,818,010 for Portland.

T will just give you the totals of the clearings of the
two cities since 1905.

The Secretary of the Treaairy: The object is to show that
as between Portland and Seattle, this would be the place for
the bank.

Mr. Latimer: That is the point exactly. The total

clearings since 1905 of the City of Seattle are

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



Digitized for FRASER
http://fraser.stlouisfed

G N. H. Latimer 2461

$4,702,329,592, as against Portland $3,878,069,116, You
will see that we have led then by practically a billion
dollars .

The Secretary of the Treasury: 1In bank clearings?

Mr. Latimer: 1In bank clearings.

The Secretary of the Treasury: What are the conditions?
Does Portland attract reserve accounts at all by a different
rate of interest and by a different system of check collect-
ion or different induccients from those offered by Seattle?

Mr. Latimer: practically the same.

The Secretary of the Treasury: Practically the same,

Mr. Latimer: Eut, Mr. Secretary, it would probably not be
amiss to call to your attention that for many years before
we had transportation, Portland and San prancisco were the
only financial centres on the Coast.

The Secretary of the Treasury: vYes, I understand that,
but T am speaking more of the clearings as of today. T want
to find how far those reflect the normal, abnormal or
artificial conditions.

¥Mr. Latimer: That is why T have given them for nine years,
s0 as to take it past any boom period of any section.

The Secretary of the Treasury: T am not'speaking so much
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of the boom period as of the artificial condition created
by certain inducements or temptations held out to banks to
make deposits in these respective cities.

Mr. Latimer: Both cities pay two per cent on bank balances.

The Secretary of the Treasury: You are on the same basis
in respect to that.

Mr. Latimer: ©practically on the same basis.

The Secretary of the Treasury: And the same as to check
collections?

Mr. Latimer: ©practically the same. They mry have some
little variation s in their Clearing House rules, but they are
practical¥y the same.

The Secretary of the Treasury: Suppose you were not a
reserve city, to what extent would your bank clearances be
affected?

Mr., Latimer: Tf we were not a reserve city?

The Secretary of the Treaswry: Yes,

Mr. Iatimer: Tt would be pretty hard to answer that
question. T do not know.

The Secretary of the Treasury: To the extent' that you
carry reserves that are induced by interest rates and

certain advantages in the way of check collections you are
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creating an artificial condition, are you not?

Mr. Latimer: vyes, sir, to a certain extent.

The Secretary of the Treasury: You do not attach so much
importance to these bank clearances for that reason; they
vary so much in various cities because they hold out all
these inducements to get accounts with member banks,

Mr. Latimer: Howevey, as compared with eastern insti-
tutions like Wew York, Chicago and St. Louis, our propor-
tions would be relatively small,

The Secretary of the Treasury: Yes, you are far less
artifieial in the west than they are in the east, T admit
that.

Mr. Latimer: Our transactions are more with smmll individ-
ual accounts, That is evidenced by the number of accounts,
You might take the largest bank in New York;\ﬁmad it probably
would have no more accountdoon its books than some of the
largest banks here on the coast.

The Secretary of the Treasury: Arnd of course that will
be remedied by the operation of this Act eventually.

Mr. Latimer: Yo doubt. In point of population,
would it be of interest to give you a fev statistics on that

simply to show again the relative growth --
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The Secretary of the Treasury: T think we have had the
population already.

Mr. Latimer: Only for the district, T believe.

The Secretary of Agriculture: Give it to us for three
periods.

Mr, Latimer: Yes. T will begin with 1870, and take the
U. S. figures.

The Secretary of the Treasury: That is a long way back
for the Secretary and myself to think, but we can try.

Mr, Latimer: At that time Seattle had a population of
1107 people; Portland had 8,293, which was relatively 7-2/5
as large as Seattle, San Francisco at that time had
149,473, in other words, San Francisco was practically 127
timee larger than the City of Seattle,

The Secretary of Agriculture: Yow for 18907

Mr. Latimer: TIn 1890 Seattle had 42,837 people.

The Secretary of the Treasury: These are census ﬁgurea.?

Mr. Latimer: These are govermment census figures.
Portland had 46,385; and you will notice that Portland had
dropped from 7-2/5 to 1-2/5 times that of Seattlec. San
Prancisco had 298,997, or reduced from 127 down to 7 times
the size of Seattle, Now the last census, for 1910, Seattle
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had 237,194 and Positland had 207,214, You will notice we
had then assed Portla.d by a considerable mmjority, in
other words, e were 1-1/7 %imes as large as Poriland,
San mrancisco had 416,912, Tn other words, she had been
reduced in that period from 127 times the size of Seattle
to 1-5/4,

The Secretary of Agriculture: Does that include all the
suburbs?

Y¥r, Tatimer: 0.1y that given by the Goverrment ceunsus,
embraced in the city limits.

The Secretary of Agriculture: WVhat is the area of Seattle

r., Latimer: About 74 miles.

The Secretary of Agriculture: And in suburbs, on the
outside?

1T. Latimer: Quite a number. ¥e have not yet taken them
in, but hope to befo-e the next census.

The Secretary of Agriculiure: Do you k .ow /mat the area
of San Francisco is?

¥re Latimer: T do not.

The Secretary of the Treasury: A:ad of Po-tland?

¥r. Latimer: Tn square miles T could rol give you those

Tigures.
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The Secretary of the Treasury: 7T imagine those gentlemen
will be able to ianform us on that point when we get there.

uMr. Latimer: Yo doubt, T would say to your Committee
that copies of all these clarts will be furnished you. T
think those are in the book Mr. Backus has just handed you.

The Secretary of Agriculture: ves.

Mr, Latimer: And T will not take your time to attempt to
quote any figures from them, except to show in point
of population ‘he concentration in the particular district
of Puget Sound as compared with Portland, Oregon, and other
sections of the suggested district.

The Secretary of the Treasury: If you can give us three
copies of these exhibits we should like %to have them, Can
you supply them?

Mr. Latimer: That can be done.

The Secretary of the Treasury: They need not be so
hand somely bound. We will take this as the original. T mean
we do not want to put you to any unnecessary expense, All
we want is the data.

Mr. Latimer: Tt might be interesting to your Committee to
glance for a moment at the relative tonnage out of San

Fran cisco and Seattle, again merely to show the growth,
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Before we had a trans-continental line, which was only a few
years agp, we had no foreign business --

The Secretary of the Treasury: I think it would be better
to put those in the record, because it is difficult for us
to carry them in our minds.

The Secretary of Agriculture: T should like to hear them.

The Secretary of the Treasury: Go ahead, then. Just give
the totals,

Mr. Latimer: T will only give you 1912, sn as not to
burden you with the figures, The tonnage out of Puget
Sound, which means Seattle and Tacoma taken together, was
2,498,150 tons; that was incoming tonnage, The same year
San Francisco had 928,289 tons, You will see we had passed
them by a considerable mmjority.

The Secretary of the Treasury: What was the outgoing
tonnage?

Mr. Latimer: The outgoing tonnage for the same year from
Puget Sound was 2,857,818 tons as against San Francisco's
1,569,317 tons, so we exceeded them.

The Secretary of the Treasury: That included the whole of
Puget Sound?

wr. Latimer: Tncluded the whole of Puget Sound.
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wr, Backus: Tt is one Bustoms district,

The Secretary of the Treasury: vyes, T understand. As
Secretary of the Treasury, T have had that fact impressed
upon me a good maay times, that it is one Customs distriect.
¥ot by rou, T mean, but in the course of business. Ceam You
give the separate figures for Seattle?

Mr, Latimer: T have not those before me, Mr. 7ilson gave
you a part of those, as far as Tacoma was concerned, and I
am simply giving vou the totals for the district,

The Secretary of Agriculture: That is the shipping to all
parts of the world, is it?

Mr. Latimer: That is takén from the Government's Customs
figures.

The Secretary of the Treasury: TIf you would not be
shocked by a little divorce proceeding, suppose you separate
the figures for Seattle, and let us see how they apply to
your city alone, as contrasted with San Francisco, instead
of taking the whole of Puget Sound. We would like to see
how large Seattle is relatively.

v, Latimer: T should like to call attention that &all
this time Portland was a reserve city and we were not, so

their figures would be largely increased by that advantage.
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T am speaking now of the statistics quoted as between Seattle
and Portland.

The Secretary of Agriculture: What is the lesgth of
Puget Sound?

Mr. Latimer: About 100 miles, from extremes.

The Secretary of the Treasury: You have Everett, geattle
and what other towns?

Mr, Latimer: Eellingham, Everett, seattle, Tacoma,
Olympia, Sheldon and Fort Townsend.

The Secretary of the Treasury: WNow if you can give us the
figures for Seattle alone, we should like to see them,

Mr. Latimer: We will furanish them.

The Secretary of the Treasury: Have you anything else,
Mr. Latimer?

Mr. Latimer: Just one moment, When you reach Portland
tomorrow, undoubtedly you will be shown a very elaborate map
tending to convince you that portland coatrols the entire
trade of Wortheastern Washingion, and as far north as
Alberta and as far south as the boundary line of southern
Oregon, and so0 on ==

The Secretary of the Treasury: You want to prepare us for

the worst.
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wr. Latimer: T want to prepare you for the worst. ZEy
this map and the figures which they will furnish you they
wild attempt to convince you that all that trade is tributary
to Portland, by reason of a down grade haul, However, we
would like to call your attention, again speaking of the
years which Portland had to develop and entrench herself
in that trade before w7e had a chance at it, and the inroads
we have made since we began, the tonnage out of Puget Sound
in wheat and flour in 1900, which was albut the begin ing of
our attempt to securing that business; Seattle handled
3,566,719 bushels of wheat and 1,037,583 barrels of flour.
This reduced to wheat would mean 8,235,847 bushels, T will
only give you 1912 now, which is the latest statistics which
we have available. Du.rin_g that same period Portland handled
8,995,544 bushels of wheat and 792,416 barrels of flour,
which reduced to wheat, would mean 12,521,416 bushels as
against ow §,000,000. You will notice we had made inroads
pretty fast. For 1912 those figures have changed, and I
am only giving you the totals, and for Puget Sound Seattle
had increased to 15,234,343 bushels as against Portland's
10,299,308 bushels.

The Secretary of Agriculture: You must have a good many
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distribution houses here in the city.

Mr. Latimer: Yes, sir.

The Secretary of Agriculture: VWould not there be some
way for you tn. have prepared for us individual maps or
composite maps showing the area and extent of distribution
from this city?

The Secretary of the Treasury: And commodities.

The Secretary of Agriculture: Yes, showing to what extent
this is a distributing centre for certain territory.

ywr. Latimer: I think that can be done. .

The Secretary of Agriculture: TFor instance, in St. Louis,
great hardware houses like the Simmons Hardware lompany,
the Shepley Hardware Company and some of the shoe houses
prepared us maps, shaded off from the city, showing the
percentage of business in different states, indicating the
volume in that way; and then in Chicago they prepared a
composite map showing the density of their trade over a
given area. If this city could do that and give us also
some hint of the territory from which it draws its trade,
it would tell us more in a few seconds than any statement
of statistics would, and show it very vividly and save a

great deal of time.
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Mr., Latimer: 1r, Hadley, can you tell me whether the
Chamber has anything prepared of that kind at this time?

Mr. Hadley: We have charts showing the distribution of
agriculture in certain ways, but not as to the distribution
as a whole.

The Secretary of the Treasury: If you will take that up
and have such a map sent to us, we would be glad to have it.

The Secretary of Agriculture: You will have anywhere from
two to three weeks to do that in.

The Secretary of the Treasury: And send it to Washington.

The Secretary of Agriculture: That will save a great deal
of detail sta tement here,

Mr. Latimer: T think I have covered the exhibits and
stat istics which T wished to present to you.

The Secretary of the Treasury: T should like to ask you
one question before you leave the stand. You have been
drawing some comparisons between geattle and Portland. Wow
are we to understand that your argument would be directed
against a bank at Portland, if you did not havé one at
Seattle?

¥r, Latimer: VYo, not necessarily. My prime object in

speaking, the others having covered the district question
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quite fully, was to show more conclusively the location at
Seattle to be the logical one to best serve and most con-
veniently serve the Northwest.

The Secretary of the Treasury: The district could be
substantially served as well, I presume, from Portland as
from Seattle, as a practical question, could it not? That
is a tough question to put to a geattle man, but I would
like your honest view.

Mr. Latimer: We do not think so, and it would not be as
convenient to a very large proportion of the territory, on
account of the Milwaukee and the Worthern Pacific and the
Great “orthern and the Canadian Pacific bringing large
volumes of business here that could be better served a day
or two earlier than they could at Portland. Likewise the
Alaskan interests which Mr. Eehrends spoke about, which
oo uld be served very much better.

The Secretary of the Treasury: That is all, thank you,

Mr. Latimer: wyere are copies of the statistics T have
given,

The Seeretary of the Treasury: Let them be filed as
exhibits to yr. Latimer's testimony.

(mhe papers were filed as exhibits to Mr. Latimer's
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test imony. )

The Secretary of the Treasury: 1Ts Mr. Peabody present.
STATE "R¥T OF JHARLES E. PTARODY.

The Secretary of the Treasury: You may siate your full
name, residence and occuvation?

lr. Peabody: Charles E. Peabody, Chairman of the Eoard o:
Directors of the Puget Sound Yavigation Clompany, Seattle,
Washington.

The Secretary of the Treasury: You kaow the problem
that we are wrestling with, and you have heard the facts
which have been given thus far. Can you give us any new
or additional fact s which would shed light on the problem.

Mr. Peabody: 1T do not think that is within my power. T
think you have had all the statistics that you are entitled
to.

The Secretary of the Treasury: Well, we have had all tha
we can digest, perhaps.

1r. Peabody: T shall be very glad indeed, to answer any
questions you see fit to put, but unfortunately T was not
asked to appear before this Cormmittee until half past five

last night, and as T dined with you gentlemen at hdaf past
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8ix T have not had time to-prepare any.

The Secretary of the Treasury: You mean by that that you
had a strenuous evening?

Mr. Peabody: V¥ ot at all. T had a very enjoyable one.

The Secretary of the Treasury: Yours is a domestic steam-
gship company?

Mr, Peabody: Coastwise and domestic,

The Secretary of the Treasury: Do you operate up to
Alagka?

Mr, Peabody: T did up to two years ago.

The Secretary of the Treasury: How long doesit take to
go from gseattle to Juneau?

Mr. Peabody: Three days.

The Secretary of the Treasury: How frequent is the
service?

Mr. Peabody: About 45 trips & month during the summer,
and 27 during the wiater.

The Secretary of the Treasury: Do yYou operate lines to
San Traacisco?

¥r, Peabody: VYo,

The Secretary of the Treaswy: Or itc Portland?

Mr. PmbOd}F: 1."0, sir.
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The Secretary of the Treasury: Outside of the Alaskan
lines, where do you operate?

Mr. Peabody: Locally on Puget Sound.

The Secretary of Agriculture: Do you not operate to
Alz ska now?

Mr. Pedody: No. Up to two years ago . T resigned two
years ago, but the line is still operating.

The Secretary of Agriculture! Yhat has been the increase
of shipping from Alaska?

Mr. Peaboqy: Since when?

The Secretary of Agriculture: Since five or six years ago.

Mr. Peabody: The trade has not mmterially increased in
five or six yvears. Take it for the last 20 years, when T
started in there were two small boats which handled the
entire buginess of that country, and today there are 27
vessels in operation between Puget Sound and Alaska ports,
not including the Eritish boats out of Vancouver,

The Secretary of Agriculture: Eut not much increase in the
last five or six years?

Mr. Peabody: WNo, sir, about the same tonuage in the
Alaska trade that there was five years a®.

The Secretary of Agriculture: They are waiting for the
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doors to be uilocked.

¥Wr. Peabody: Well, they are waiting for something to
hapren. <1t is time.

The Secretary of the Treasury: Tt begins to look like it
was going to happen.

Mr. Peabody: T think so.

The Secretary of the Treasury: ‘fhat is all, thank you.

Is Mr. Lord, of Olympia, here.
STATE:*EMT OF o, J. LOFD,

The Secretary of the Treasury: Mr. Lovd, vou may state
your residence and occupation, and your full rame,

Mr, Tord: C. J. Lord, Olympia, president of Capitel
““ational Bank of Olympia.

The Secretary of the Treasury: 1 presume you want to say
that Olympia would like to be attached to Seattle, if we
have a regional bank here.

Mr, Tord: Yes, we would like to be attached to Seattle,
because our commercial relations are with Seatile.

The Secretary of the Treasury: Do you represent the

0learing House there?
wr, Tord: We have not a 8learing House, but T represent
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the city in this particular hearing. T might say for the
beaefit of the Committee, in discussing the question of ihe
location of the bank in the orthwest, if ore is here, that
Olympia's business relatio.s with Seattle are seven times
as large as with Poriland or any other city outside of New
York, or possibly Chicago. Eut our —elatiors with San
Francisco are very limited, and likewise with portland.

The Secretary of the Treasury: What would be your second
choice if Seattle were not chosen for the nain office of the
bank.

Mr. Iord: Where, in the “vorthwest district?

The Secretary of the Treasury: 1In a district on the
Pacific Coast, or anywhere that you might be atiached; for
instance, would you prefer to be attached to San prancisco
or St. Paul a:d ' inneapolis?

Mr, Tord: We hawe not an; need for St., Paul and Minneapol

The Secretary of Agricul:ure: They included you in their
district,

yr, Lord: T presume so, from what T have learaed. Eut,
Vr, Secretary, we in the Yorthwest are more concerned in
obtaining a “orthwest district than we are in the location

of the bank among the two or three cities which are entitled
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to it in the Horthwest.

The Secretary of the Treasury: We are rather inclined %o
think that has been impressed upon us very forcibly thus far;
but what we are getting at is, if you di d not have a Reserve
Bank in Seattle, what city would be the second choice, the
more normal place to put it, outside of Seatile?

Mr. Tord: Well, either Chicago or San Francisco.

The Secretary of the Treasury: Either Chicago or San
Francisco, Which do vou prefer?

Mr. Lord: T am assuming that is not a Yorthwest district.
T take it if there is a Vorthwest district established,
Seattle is the logical place for it.

The Secretary of the Treasury: vyes, we understand that
that is vour view, but we are speaking of a second choice.
T am beginning %to be able to grasp that. (Laughter)

Mr. Tord: T have been impressed with your question and
with the thought tha t Yontana and Tdaho may seek to be
separated from this Morthwest district, or in other words,
they may want to be attached somewhere else. That appeals
to me as the tail wagging the dog. Tt appeals to me that
to divorce them fram the Vorthwest distirict, because they

may have a desire to go somevhere else, is accommodating a
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very few people as compared with the greater number of
people in the “orthwest,

The Secretary of the Treasury: That isnot the question.
It is the mandatory provisios of the law which compels us
to regard the convenience and customary cou~se of business
in layi:-g out the district.

r. Tord: Of a few people or all the people?

The Secretary of the Treasury: The law says we shall, in
organizing the country into districts, have due regardtio
© nvenience and the customary course of busine ss in these
several districts.

¥r. Lord: Y“ow, 'r. Secretary, the idea T want to impress,
not flippantily but earnestly, is this, that in this ‘Yorth-
western district we have here in this state, for instance,
a population in 1910 of 1,141,000 people, as compared with
Tdaho 325,000 and *ontana 300,000, Now the thought that is
in my mind is, then you take Oregon and Washington and say
that '7e shall not be given a Regional Eank in the Morthwest
because ontana and Tdaho may have a trend of business that
at the present time is ruaning easgt ward, that they would
prefer to go eastrard, that you are crippling the big North-

west by saving to those people, Follow your nalural trend
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and zo somewhere else.

The Secretary of Agriculture: Just how would that be
crippling this section?

The Secretlary of the Treasury: Tt does not follow that
that would cripple it.

The Secretary of Agriculture: You have to have a bank to
which you would be attached which would have an exact pro-
por-tion of your capital and reserves,

Mr., Iord: Yes.

The Secretary of Agricultwre: And every part of the
district would be served.

¥r, Lord: T take it that the centircs of population cut
some figure in service, a:d that _ to serve this distriet ,
covering an area, including those two statles, of 271,000
square miles, should be served from the centires of population
Now if you divorce those two states from us, you cut down
our banking capital to an extent that it is difficult w
raise the amount of capital that we require in this Yorthwest.

The Secretary of the Treasury: That is not the question.

Yir, Tord: T may be mistaken in the idea.

The Secretary of the Treaswry: The whole problem is %o

divide the country so that every part of it will be served,
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and at the same time tlmt due regardshall be given to the
convenience and customary courses of business in the dis-
iricts to be created.

Mr, Lord: T understand tha t.

The Secretary of the Treasury: Tt may be that we can
create a district out here that will give vou all the
facilities vou require, and yet comply with the requirements
of the Act. That is what we are here to find out. T do
not know, you speak of divorcing IMontana and Tdaho from
Oregon and Waghington; they may 2ot admit that they have
been married %to you yet; znd we have to find out about that.

Mr, Iord: That may be true, but they admit that the drift
of their trade is east and west, principally east, and when
you attach them to some cther district, if at all, it takes
avay from the natural district that would lie in the North-
west,

The Secretary of the Treasury: Geographically you mean?
¥r, Lord: Geographically, just that much capital. Now
if vou co-sider Alaska in connection with this territory on
‘the Pacific Coast -- T take it there is to be a district on

the Pacific Joast, that goes probably without saying.

The Sec-ectary of the Treasury: Well, we are trying to
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find out about that now.

Jr, Tord: TIf there is 0 be such a dist ict ou the
Pacif ic Joast, aad only one, if you include Alaska and
Alaska's needs, if ou take into co:sideratioan the growth
of this orthwest as compared with the Southwest, then T am
ready to say to you, gentlemen, in my humble opinion, while
it may differ from the opinion commonly and ordinmarily
expressed on that subject, that the "orthwest is the logical
location for that bank. Tt will serve a greater number of
people in a radius of the same teritory, with the same
number of ac';;uare miles, thar will the southwesi, in my
judgment.

The Secretary of Agriculiuwre: Thasi either San Francisco
or Tos Angeles?

¥r, Tord: T thisnk so. T thick that the logical location
ghould be ia the “orihwest somevhere.

The Secretary of Agriculture: We thank ou.

The Secretary of the Treasury: !r, Dorr.

% &
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STATERINT OF JHARIES 7. DOAR.

The Szcretary the Treaswry: You may state your full
name, *r, Dorr, asd what you represeat?

¥r, Dorr: Charles 7, Dorr. T am asked to “eprese:t the
fishing interests, r, Secretary. fay T be permitted to
mke a short sta tement?

The Secretary of the Treasury: TI1f you please, a.d if
there are statistics, e should prefer te¢ have them filed
with the Secrctary as exhibiis, We have tiem in this
rzcord here already, as 1 uaderstand it.

Ire Dor: T have some figures in the cozxcrete which T
i1l ask to have filed o:r hand to the Jomunittee.

T wish to state generally that the fishing iadusiry which
is iuvolved ia the few remarks that T am 0 make is a unique,
regioszal and iributary irndusiry %o Seatile and to the Puget
Sound couatsy, by reason of the fact that the e tire salmon
pack of the world is contiguous to this .orihwest coast,
bariig 021y a very smll elemeut of the pack which occurs
in Fussia, on the other side of the Straits.

The volume of business, taking the year 1913 as the

basis, which T ma) add is the largest year that has ever been
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recorded, has produced & valuation of the finished préduct
of some ,}38,000,000.

The Sec =tzry of the Treasury: 1913, did you say?

¥r. Dor>: 1913, yes; that is the calendar yar just
closed.

The Secretlary of the Treaswy: Ts that prircipally of
the salmon indusi+y?

Mr, Dot That is e tirely the salmon indusiry in the
canced form, butl does 20t i:clude the other fovms of cured
fish, such as mild cured, sal! and the like, which also ruus
i:to large mouey. T am dealing just now with the ca ned
salmon only.

This valuation is divided betweean Alaska - d Puget Sound
almo st equally, XEetween 313,000,000 azd 314,000,000 of the
finished priduct came from each districi, aid the rema inder
of Tashiigto., vhich is smll, makes the equal division
almost perfect, and that division is, as T stated, between
715,000,000 a-d 314,000,000 in each district.

The value of the finished product on the Colunbia River,
and the balance of Oregor, cou-ting the Jolumbia River all
14 the Oregon district, 1s a little over %2,000,000, ‘making
a total of practically 540,000,000 in the United States.
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he Secretary of the Treasury: Where do you get the
bulk of the salmon?

¥r. Dorr: TFrom here north,

The Secretary of the Treasury: TFrom Puget Sound?

r., Dorr: PFrom Puget Sound no-th.

The Secretary of the Treasury: The Jolumbia hRiver
produces a relatively snmll part?

Mr, Dorr: Very amall, The Jolumbia Fiver and
tributary territory produced last y ear about $2,000,000 of
finished product. That, by the way, is a higher priced
product than the average, so the volume of “he business is
much smaller than the figures would indicate.

British Jolumbia produced last year a little less than
56,000,000 of fi ished product,

The Secratary of the Treasury: Whatis the point you want
to make particularly with these figures?

¥r, Do-r: The poi:%t T wish to -aake is the amou t of money
which is remuired to finance and car+y on this busisess.

The Secretary of the Treasury: Yhere do you get that
money, is it sotlen here?

¥r. Dorr: We got $13,600,000 of that money in Puget

Sound; ve got from the eastern banks 33,000,000; we got fror

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



G ds W. Dorr 2487 2 A

the Portland banls $1,250,000, and we got from the San
Francisco banks $6,250,000, making a grand total of
$24,250,000, These are estimates, of course. T am not able
to give you exact figures, but they are as nearly approxi-
mate as can be obtained.

The Secretary of Agriculture: You get $9,000,000 from
outside this section?

Mr. Dorr: That is for the service of this eatire industry
along the loast, excluding British Columbia, T mean the
American part of it,

The Secretary of Agriculture: Why do you go outside of
this section?

Mr, Dorr: Eecause the banks hee have not been able to
supply a sufficient amount ¢f money for some of these larger
corporatioans or ccmpanies.

The Secretary of the Treasury: You get about $9,000,000
outside of this district. Just read those figures again,
From San Francisco how much?

¥r, Dorr: I do not mean to say that we get this money
from San wrancisco., T mean to say that the companies that
operate out of San Franciscv draw upon their local banks

for say $6,250,000. The companies that T am referring to
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that are financed here require or did receive last year
substantially %16,000,000 of temporary loans.

The Secretary of the Treasury: ZExactly, T understand.

Mr, Dorr: Of that $16,500,000, $13,500,000 came from
Puget Sound banks, largely from Seattle and mostly from
Seattle, with some from the other bamnks nearby. Then there
was an approximte amount of $3,000,000 in addition for the
local companies operating out of here, that had to be
borrowed from eastern banks, because, to answer your
question a little more clearly, the local banks here were
not in a position to accommodate these fishing companies %o
the extent tha t they required.

The Secretary of Agriculture: It was stated here same
time ago that the banks here did not have to re-discount.
Is that because they simply do not undertake more than they
can handle?

Mr, Dorr: T do not know as to that,

The Secretary of Agriculture: And cannot accommodate the
bus iness?

Mr., Dorr: T do not know as to that, and T am unable to
answer it. Bat with this particular money that T am

speaking about, T understand the loans weremade direct from
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eastern banks, without any connection with the local banks
at all, The necessity forr these accomnodations comes from
the nature of the business. Tn the first place, it is an
anrual business, like the wheat crop.

The Secretary of the Treasury: You have a seasonal
demand.

Mr., Do-r: We have a seasonal demand and a seasonal crop.

The Secretary of the Treasury: What period of the year
does that cover?

Mr. Dorr: The outfitting in the morth, it is necessary
that it begin early in the calendar year, and at that time
extending, we will say, over a period of three months,
perhaps one third the value of the output is required in
loans that are extended during the season.

The Secretary of the Treasury: Well, what months of the
year does this operation cover?

I'r. Dorr: Commencing in the spriag.

The Secretary of the Treasury: %"hat month?

Mr. Dorr: Tn February and rMarch and April, the early
outfitting, I am speaking now of the most remote portions
of the country that are covered by theee operations; and

in the Puget Sound district the early advances are wanted
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pretty nearly as soon as those T have mentioned.

The Secretary of the Treaéury: What is the character of
that paper? Tt is a special character of paper, is it not?

Mr. Dorr: The bank paper?

The Secretary of the Treaswy: Yes, the bank paper that
you make, how is it secured, in other words.

Mr, Dorr: The early advances are generally made without
any security, Mr. Secretary.

The Secretary of the Treasury: On the c:edit of the
companies?

Mr. Dorr: On the credit of the companies.

The Secretary of the Treasury: Upon such collateral or --

Mr, rr: On such collateral as they may be able to
supply to satisfy the banks.

The Secretary of the Treasury: Have you any character of
paper secured by warehouse receipis for goods in storage,

T mean after thev are canned?

Mr, Dorr: Yes, T am comiig to that next, After the pack
is up or partly upon, loans are made on salmon in warehouse
and in transit,

The Secretary of the Treasury: That is, drafis agaiast

bills of lading, rvou mean?
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Mr. Dorr: Yes, that is part of it, during the shépping
period.- The proporticn of this amount that was used last
year might be divided between the outfitting period which T
have estimated required five million dollars, that is from
this part, and the following disbursements which were 1a'rge1y
loaned upon the finished product, either siored in warehouse
or in transit, of eight million or eight and z half millicn
dollars, T think that is about a fair proportion of each
year's necessities.

The Secretary of the Treasury: TIs the business growing
every year?

M. Dorr: Yes, sir. That is the largest year that has
ever been known.

The Secretary of the Treasury: Is there a ready sale
for the product?

¥r. Dorr: There seams to be a very ready sale for canned
salmon, particularly since the price of meals has been s0
high, canned salmon has taken the place of meat as a cheaper
article of food.

The Secretary of the Treasury: You do not have to carry
the stuff long in the warehouses?

Mr., Dorr: Well, they are not requiring very big stocks
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to be carried over now, T am glad to say, but there have
been periods in the past where they have had to carry it
over into the succeeding year, and perbaps a secoud year;
but in the year 1913 --

The Secretary of the Treasury: T8 it generally an easily
liquidatied crop?

Mr. Dorr: Yes, sir,

The Secretary of the Treasury: Tt is?

Mr. Dorr: Yes, sir; and it is a noan-pershable crop.

The Secretary of the Treasury: And the paper is regarded
by the barks with favor?

Mr, Dorr: Oh, yes, it is a very favorable mxua security,
that is, after it is in the finished product, in the can.
0f course; on sazlt salmon -~

The Secretary of the Treasury: Eefore you catch him it
is not so very stable.

Mr. Dorr: =Eefore you catch him it is not so .very stable,
and the smoked or salt salmon .is not so staple,

I wish also to state right at this point that while
British Jolumbia has hitherto been cut off from us, and we
have been cut off from them, with regard to this fishing

business, by the prior existing tariff laws, since the duly
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has been removed frcm fish, we may perhaps expect some
business tO be intcrchanged from that side that has not been
the case before.

Now I want to call your attention for just a moment, if
I my, to a 1ittle more of this statistical matter, just the
important points. The number of companies tha t are engagecd
in this business T find to be 83. The number of plants
occupied and used in 1913 were 103. Those are entirely
tributary to Seattle. The Portland proportion is 24 com-
panies to 31 plants; San Francisco's proportion is 9 com-
panies to 24 plants. The total is 116 companies operating
158 plants. Now 63 per cent of those outfit here and are
financed here, or would be financed here if the facilities
of the local banks would permit, but this is their head-
quarters, I am speaking now of the Puget Sound generally
and not Seattle exclusively; while 8 per cent buy probably
in Portland and 29 per cent probably in San Francisco.

Aside from the canned salmon business we have a fleet of
87 power schooners and 5 steamers éngaged in the halibut
business, running out of this port.

Before mentioning tha t, however, T would like to call

attention to the fact that there are some forty odd million
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dollars invested in permanent improvements in the canned
salmon business, it being an in-shore business, and the
canneries have to be constructed on land, and with those
and the equipment, including the fleet of vessels, it makes
something over $40,000,000 which is actually invested,

The investmeat in the halbut business is something like
$2, 500,000. The number of men employed im the halibut
business is 1234, a comparatively smll wumber, while the
number employed in the salmon business is rome 27,000 or
28,000,

The Secretary of the Treasury: Now as to those divisions,
T surgest that you simply file them with the record, because
the fina..cial aspects of it are the more important ones from
our viewpoint, and you have covered that very well, You
seec, our time is getting short, and T should like you to

file that as an exhibit to your testimony. We thank you.
FURTHER STATEMENT OF M, ¥, EACKUS.

Mr. Backus: MNay I say one word in explanation of Ir.
Dorr's statement; which may give rise to a misspprehension?
He referred to the fact that about $3,000,000 of this money

came from the east. That is explained by two statements.
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One of *h e.large compa:ies operating here is owned in
Chicago, which furnishes most of their own capital., Further-
more, the balance of thne money could easily be furnished here
if it were not for the restrictions of the National Banking
Act compelling us to keep our loans within ten per cent of
our capital and surplus. There would be no trouble here in
financing all the fish business.

The Secretary of the Treasury: Even with the six million
that San Prancisco furnishes?

Mr, Bac kus: The six million that San Francisco furnishes
is to the Alaska Packersg' Association, which is owned in
and operated from San Francisco and has nothing to do with

ow" local companies up here.
STATEMENT OF EX-GOV. MILES C. MOORE.

The Secretary of the Treasury: Governor l'oore, will you
please state your full name residence and occupation?
Mr., Moore: Miles C. Moore, President of the Baker-Boyer
National Eank at Walla Walla, Washingten.
The Secretary of the Treasury: You were former Governor
of the Territory of Washington?

Mr. Moore: Yese.
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The Secretary of the Treasury: You know our problem, If
you can shed any light on it, we would be glad to hear from
you,

Mr. Moore: T assume that you are trying to solve this
problem with reference to what would cont-ibute to the
greatest good to the greatest number of American citizens,
and that vou are not influenced by any representations that
take into consideration the selfish interests of any
community. T came over here hoping to as:sist in sorr smll
way in the solution of the problems before you. I come
from the grain growing section in Southeastern Washington,
grain and fruit. Some of our grain is marketed in Portlancd
and some is marketed in Seatile and Tacoma. Ouwr business
relations with Portland have been long continued and very
close. From the earliest times we have been bound together
by strong social and commercial ilies.

Now you asked Mr. Backus what he thought the logical
boundaries of this district should be. T would say it shoul
be the old Oregon country, which comprised Oregon, Washingto.
Tdaho and the west era part of Mont=na. That logically would
belong to this district.

In a gemeral way, T think the people of any given state
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or district ought to be allowed to express their preferences
and decide to which district they would prefer to be attache

The Secretary of Agriculture: How far east would that
extend into Montana?

Mr, Moore: Tec the summit of the Rocky Mountains, just eas
of Missouda.

The Secretary of Agriculture: Not beyord Helena?

Mr, Yoore: o, There are three states which are bound
together by common interests, and, we thin¢, by common
destiny. You kcow how many people occupy it, and the ratio
of increase in this state, which was 120 per cent in the ten
years between 1900 and 1910, We think that in an equitable

ivision of territory that the Pacific Yorthwest should be
created into a Regional Eank district,

The Secretary of the Treaswy: %"hat have you to say,
Governor, as to the small amount of available capital which,
under the Act, that bank would have if we divided it as you
have just suggested.

Mr. Yoore: Well, T realize there are some difficulties to
be encountered there, but T think perhaps by reasoa of our
geographical denlation frum other business centres, that

we should have it here, and if there could be private
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subscriptions to help that out, that might obviate it.

The Secretary of the Treasury: Mow as a banker, do you
not think it would be better to organize a district here,
mking it as homogenuous as possible, that would give you
the requisite banking sirength and power to take care of thi:
growing country, instead of organizisg a weak bank that woulc
have to be looked after constantly in the parental sort of
way by the wederal npeserve Eoard, perhaps calling into
operation at various times the emergency powers conferred
upon that Eoard.

Mr. Moore: Well, T recognize the necessity of having a
strong bank, although T think it is true and these bankers
will generally agree with me, that the banks of this districz
I have been describing are not borrowing banks. Our deposit:
take care of the necessities of our people very largely., Our
borrowings are chiefly on buildings and farm loans that come
from the east, a considerable portion of it, But our banks
do not borrow as a rule, The bank T am connected with,
which is the oldest in the state, has neve borrowed any
money.

The Secretary ::f the Treasury: Have there not bcen times

when you might have borrowed for the purpose of helping your
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customers.

Mr.loore: Possibly, but under the imperfect mechanism of
the 0ld system we did not feel like taking any chances.

The Secretary of the Treasury: Yes, precisely., You did
not care to be put in the positiocn of having to re-discount.

Mr, Moore: Neo, we never did.

The Secretary of the Treasury: A certain amount of cdium
attaches to that,

Mr. Yoore: T listened with a certain amount of interest
to what you said about that last night and hope it has
changed. T think bankers are overrating possibly the
importance of having a Regional Bank in any city. T do not
know to what extent a Regional Bank will compete for
busiiness, but there are certain linescf business they must
take up, like the grain business and things of that sort,
go T believe the advantages which will flow will be to the
emaller banks which lack capital, and they can re-discount
and loan again and have sort of a revolving fund. The
larger and stronger banks will not derive much advantage
from it.

My personal feeling is one of security from the fact

that we have a bett e system than we have been operating
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under in the years gone by, and if we had to borrow some
money, we might even have to gc to Chicago or New York to
borrow it. 8o I do not regard it as of very great import-
ance that we should have a Regional Eank, but as long as we
banking
have the/capital here to take care of the business, we
should have one, And T think that has been shown to you by
the testimony, that they are able to take care of it.

I listened with some interest to the explanation about
the borrowings of the fishing and canning pesople, because
that was new to me. T supposed it had been financed here.
But the explanation is they are owned in the east, and
probably get lower rates there than here. e get along
very well witout borrowing morney, excepi for buildings and
constructing railroads. Eut fcr current purposes our funds
are ample to take care of the needs of the situation. That
ismy view of the situation.

I would like to say, however, that if there is tc bea
Regional Bank, it ought to be where the largest volume of
business is, at some great trade centre, like Seatile. As
far as our community is concerned, we could be acceptably
served by Spokane or Portland or Seattle,

The Secretary of the Treaswy: How a'b'out San Prancisco?
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Mr. Moore: Our trade relations with San wrancisco are not
very intimate in recent years. In the early days it was
all there. We are practically as near Chicago as we are
San Prancisco.

The Secretary of Agriculture: How intimte are they with
St. Paul and "'inneapolis?

Mr, Moore: We have not much trade with those cities.

The Secretary of the Treasury: What would be your second
choice, assuming you did not have a bank in one of the three
cities you have mentioned&, up here in the extreme Northwest,
and had to have one somewhere else, what would be your seconc
choice?

¥r, Voore: I would say San Francisco, although T have not
any very goed reason for saying so. tLaughter}

The Secretary of Agriculture! This section has just begun
to grow, has it not?

¥Mr, Moore: Out here?

The Secrectary of Agriculture! Yes,

Mr. Moore: Well, yee. T have waiched it for 50 years,
and it grew very slowly until the railroadscame, but it has
grown very rapidly in recent years, I want to concwuwr in

what Governcr Lister says. 1 agree with him that Washingto-
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is the greatest state in the union, after watching it for
50 years, and T am only sorry you could not gpend much more
time in going over this great state, which is washed by the
great Pacific Ocean, on the shores of which live half the
human race. Secretary Houston spoke about being too close
to the ocean, We think that is one of our greatest assets,
and the ships go in constant procession out of the Straits
of Fuca to all the races of the world, and entering into
trade relations with them.

The Secretary of Agriculture: T do not think T said you
were too close to it. T was just speaking of its being the
centre of the swrounding country.

Mr, Moore: Yes, that is right, the horizon comes down at
an equal distance. Our wheat shipments from what we call
the Inland Empire in eastern Oregon, Washington and Idaho,
amount to something likxe 60,000,000 to 70,000,000 bushels,
and it comes here,

I would like to say something in reference to Montana.
It recently began shipping grain this way. And the market
for a good deal of our flour is in the Orient now, so T

think you might reasonably expect that a great deal of that

grain will come here.
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The Secretary of Agriculture: You say you ship youwr farm
products to the west?

Mr, Moore: vYes, sir.

The Secretary of Agriculture: Almost wholly?

Mr. 'foore: Yes, sir,

The Secretary of Agriculture: D¢ you have much cattle in
your section?

Mr, Moore: UTot very many in our immediate section., In
northern Washington there are some range cattle.

The Secretary of Agriculture: %Yhere do the cattle go
from that district?

Mr, Moore: They are marketed chiefly here and in Port-
land.

The Secretary of Agriculture: Do you use the river much
for marketing your products?

Mr, loore: No, not yet. The river will be open next
year, but it is a rapid shallow siream and it will operate
more ag a regulator than as a carrier.

The Secretary of the Treasury: We thark you, Governor,

Ts Mr, Bloedel present.
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STATEMEXNT OF J. H. ELOEDEL.

The Secretary of the Treasury: Give your full name and
occupation, please.

Mr, Bloedel: J. H. Eloedel, lumb erman.

The Secretary of the Treasury: What is your firm?

Mr, Eloedel: The Eloedel-Donovan Lumber Mills,

The Secretary of the Treasury: Tocated where?

Mr, Eloedel: BEBellingham, T would like to add just a
few statistics in round numbers, not any designated figures.

The Secretary of the Treasury: We will tazke them in round
numbers.

Mr. Eloedel: T will give them in round numbers so that
they will be understandable without digesting all the figures,
and T will do that in order to lay a foundation as to the
magnitude of the industry, and thereby show the necessity
for a proper fisancing of that icdustiry.

district
The described by Mr. Backus contains one-half
of the remmining timber of the United States; the State of
Washington contains 400,000,000,000 of feet of timber; the

State of Oregon about 600,000,000,000 of timber. The State

of Waghington produces in roudd numbers 4,000,000,000

.org/

Federal Reserve Bank of St. Louis



G J. H. Bloedel ~. 2505

annually, amounting in value to approximately $90,000,000,
when coupled with the products which come from lumber, such
as shingles an¢ sundry wood products. The annual amount
distributed in wages for the lumber camps is 330,000,000,
and the number of men employed, in the last year, when the
industry was not as prosperous as at other times, was about
47,000. These figures =--

The Secretary of Agricultre: In the State of Wasghington?

Mr, Bloedel: 1In the State of Washington. These figures
are taken from the Tndustrial Tnsurance Commission's esti-
mate. The State of Washingbon produces over one-half, to
be accurate four-sevenths of the lumber produeed in this
regional district wjhich T have just meationed. The City
of Seattle is the central --

The Secretary of the Treasury: Let me ask you there,
at the present rate how long will it take to exhaust the
supply? |

Mr. Eloedel: The timber which lies in this regioaal
district T have just described will last the United States,
at its present rate of consumption, providing that all
lumber of all other districts be eliminated, you understand,

only drawing on this district, a matter of 70 years. L i
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however, it be calwulated on the basis of its presemt pro-
dustion, it could not be exhausted for over 200 years. The
timber in the State of Washington may last, at its present
rate of produwtion, over 100 years, and in Oregon over 300.
The industry has not reached its zenith, it is only in its
primary stage, in the beginiing. The tract of country
which is covered by timber ranges fr om just east of the
Cascades to the Facifio Ocean, and from Alaska south into
northern California.

The Secrctary of the Treasury: Tell us sémething about
the method of financing this lumber crop.

Mr. Bloedel: As T have said, the amount involved anaually
is about %90,000,000.

The Secretary of Agriculture: That is in this state?

Mr, Bloedel: That is in this state.

The Secretary of Agricultmre: What would it be for the
four states?

Mr, Eloedel: Tor the four states it would amouat to
about %150,000,000,

The Secretary of Agriculture: That is the annual oper-

ation?

Mr. Bloedel: That is the annual operation, the value of
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the manufactured prcduct.

The Secretary of the Treaswy: 1Is that the ansual turnpg
over?

Mr. Bloedel: That would be the ancual turn-over, yes,
sir. “ow the way of financing is brought about through
three scparate stages, so to say, rThe firgt is the build~-
ing of the plant and the owning of the timber lands. Every
plant must have some nucleus of timber lands in order %o
Justify the expenditure for the plant, The next is the
loggl ng operation or the procducing of the rough timber irn
the shape of the raw log to be sawed. The first operatéon
requires often a large amount of capital to buy a large
tract of timber. 1Tt is financed scmetimes by what is called
the floating of timbe bonds. Wot much of that is done in
this country as yet, but that is done locally by our own
banks and the credit of our c¢wn iddividuals. The next
stage is financed entirely by our local banks, that is the
produc ing of logs. The timber is cut in the woods and put
into the waterways for towing to the mills to be manu-
factured., That necessitates an expenditure in the neigh-
bor hood of $6.00 to 38,00 per 1000 feet board measure on

the logs, for the labor and material entering into the
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production.

The Secretary of the Treasury: How do you finance that
stage, where the company has not sufficient funds itself
and has to borrow?

Mr. Eloedel: That is usually fimanced on the open credit
of the manufacturer or producer, either on his own credit
or on collateral such as the logs or such other personal
collateral as he may have.

The Secretary of the Treasury: That is exactly the
roint T want light alout. Where the logs themselves are
used as security for the loan, how is that accomplished?

Mr. BEloedel: Tt is umally accomplished in the ordinary
form, the way personal property is handled, in the way of --

The Secretary of the Treasury: O0f a chattel mortgage.

Mr. Bloedel: Of a chattel mortgage or assignment of a
bill of sale or the credit of the individual backed by the
knowledge that he has the logs on hand.

The Secretary of the Treasury: 1T was going to ask, how do
ypou identify the logs?

Mr, Eloedel: The brand is marked on the end of the log,
a brand such as *, B, or any brand which is recorded.

The Secretary of the Treaswry: Some sort of & water
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storagey T presume.

Mr. Eloedel: Yes, and that identifies the logs as the
property of the man branding the logs.

The Secretary of the Treasury: TIs that generally regarded
as a gthd class of commercial paper?

¥Mr. Eloeqel: Yes, sir.

The Secretary of the Treasury: TIs it difficult to sell?
Mr. Eloedel: No. It is very largely based, however, on
the credit of the indtvidual; and not so much on the actual

security back of it.

The Secretary of the Treasury: That is the main thing?

¥Mr, Bloedel: That is the main thing.

The Secretary of the Treasury: At that stage?

Mr. Eloedel: At that stage.

The Secretary of Agriculture: Tt is the responsibility
of the individual?

Mr. Eloedel: Tt is the respensiBility of the individual,
At the next estage, however, it is based rather differently,
that is the mnufacturing stage or production of the actual
lumber from the log. That requires greater financing than
the previous stages, except the financing of the timber.

The Secretary of Agriculture: What would be the
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respective amounts of those respective stages?

Mr. Bloedel: The ownership of the timber represents $2.00
to $2.50 per thousand feet,

The Secretary of the Treasury: What percentage would that
be, 25 per cent? .

Mr. Eloedel: That would be about five per cent of the
actual selling value, Yo, it will represent2Q per cent.

The Secretary of the Treasury: T am not a lumber man, but
I thought you were getting it pretty cheap.

Mr. Eloedel: Yes, it represents 20 per cent, approx mate-
ly. The next is the production of the log, which repre-
sents from 36.00 to 38.00 per thousand, according to the
state of the market. The next stage is the manufacture of
the lumber, which represents in cost to the manufacturer
about %5.00 per thousand, depencing upon the locality,

‘the cost ranging between $12.00 and $15.00, according to the
locality and kind of lunber he produces.

Now then, the manufacturing stage requires first, to
produce the payrolls cemi-monthly, next to sell the lumber
and wait for the return of the money. The intermediate

stage is carried on by larger concerns, such as seasoning

the lumber and manufacturing and piling it in the mill yards
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for the purpose of eeasoning, which betters the quality
and also reduces the shipping weight. Our largest market
here is found in the agricultural states, the states west
of the Mississippi River.

The Secretary of the Treasury: Which, for instance?

Mr. Bloedel: Worth and South Dakota are our best cus-
tomers; San Francieco is next; Montana is getting tc be a
large customer; Towa, Minnesota and Kansas are in rank as T
have mentioned them; and some of our products are finding a
market east. We hope, on the completion of the Panama
Canal, that Aladdin's Lamp which you mentioned, that it is
going to open on the Atlantic seaboard a very much greater
market than we have had heretofore. The City of Yew York
consumes within itself and its environments about two
billion feet annually, aand we hope that within a few years,
within five years at the outside, we can find an additional
market for at least 500,000,000 feet of Jjumber. That has
to be financed, because it has to be in transit a matter of
25 days, and the ordinary custom of the trade is to give ‘2
them about 60 days time for the payment of their account.

Yow T want to go back to the manufacturing end and illus-

trate how it is necessary to finance it. The manufacturer,
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after he has manufactured the lumber and met his payrolls,
is confronted with the fact that he has to grant an average
of 60 days time in the selling of his lumber. The larger
ones, of course, arrange for that financing, but the smaller
one are obliged to take their bills or invoices, with the
‘biil of lading of a car of lumber or shingles attached, and
make a draft dated 60 days ahead upon the customer, and
di scount it at the local bank. The manufacturing plants
are located all the way from the northerm boundary of
Washington to the boundary of Clalifornia, and thereis no
particular section favored. The local bank does the
larger part of that, depending on this, however, that the
Cuty of Seattle supplies first the machinery and the men,
and that-their product naturally comes into the City of
Seattle for the purpose of being sold, not to be used here
but to be shipped.

The Secretary of the Treaswry:. Do ;ou mean you draw at
60 days sight, bill of lading attached?

Mr. Bloede1§ That is the custom of the smaller plants.
The larger ones carry open accounts.

The Secretary of the Treasury: You draw on the customer

at 60 days, »ill of lading attached?
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Mr. Eloedel: Yes, sir.

The Secretary of the Treasury: And that is discounted by
a local bank?

¥r. Flcedel: That ig disccunted by a local bank,

The Secretary ¢f the Treasury: And the cusiomer has to
mke his arrangerent at the other end to get that bill of
lading.

Mr, Eloedel: He accepts the draft and gets the bill of
lad g, examines thke car and unloads it and in 60 dayépays
the draft, If ¥ should care to tak e advantzge of
cash discounts, twe per cent is offered for cash within a
few days, after he has exzmined the cer, and that settles
the transaction, |

The Secretary of the Treasury: What kind of paper do vou
create where you do not draw against the consignee.

Mr. Bloedel: The ordinary ccmmercial paper, what we call
prime commercial Rpaper. That is arranged for by the
larger and more substantial manufacturers.

The Secretary of the Treasury: What is *hat, a note atl
hand or a 60 day note’

Mr, Eloedel: Tt is more a note at haud ordinarily, but

it must be considered that the business is a seasonal
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business, it does not coatinue in the same wlume the year
around, The lumber markets we have are i: the aortherm
sta tes, where the wiater season shuts it off.

The Secvetary of the Treaswy: “here rou sell 1o a
customer on 60 days time and You do not draw on him with a
bill of lading attached, how o you fisaiice tha&t operation
when you have not got the money and hare ‘o borrow?

Mr. Eloedel: 7“e borrow moizey on our ote of hand from
our local bank until that account is paid.

The Secretary of the Treasury: Do vou pledge the account?

Mr. Eloedel: 171n some instances, not all of it.

The Secretary of the Treasury: So that thé character-
istics of the operation are preserved absolutely, T mean
it is apparent that it is a commercial transaction based
upon actual va lues.

“r, Zloedel: ves, sir. Somelimes the assignmeat of the
account is made direct to the bank and sometimes it is not.
When the personal credit of the borrower enters into i%,
it is not so.

The Secrstary of the Treasury: Where it is sufficient,
but how is it done otherwise.

}ir, Bloedel: The assignment of the account or bill of
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lading is made,

The Secretary of the Treasury: 1Is that popular paper,
do the banks take that regularly?

Mr, Eloedel: Yes, sir, they do. The only diffficulty
we have had in that matter is that when finaacial
depressions come about our banks are -0t able to ta kc care -
of the volume of paper which is offered, and our business
suffers accordingly.

The Secretary of the Treasury: How do you finance the
bulk of the business which you have just described, the
$90,000,000 of business which is donc here in a year in
the lumber industiry.

vr/ Bloedel: The business is finmanced in the local banks
located nearest the place of production, all the wzy from
the Janadian boundary line to northern California, with
this thought in mind, that{ the big cities are the natural
centres from hich the largest proportion is drawn, Seattle
draws all the section west of the Cascades and norih of the
Co}umbia Fiver.

The Secretary of the Treasury: Does she take care of it?

Mr, Eloedel: She is able %o take care of it in normal
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A times, but in times of depression she has not been able to
take care of it. For instance, this year there has bean
rather a depression in the lumber tusiness, and the result
has been the closing of many mills in “ovember and December,
which are now about to open again, The three or four
months in the winter season they have no market and have to
pile out the lumber, but the banks discouraged any new
loans or any advances last fall, so the result was a shut-
down and the throwing out of employment of a lot of men.

Tf we had had ample opportunities for re-discount, that
could have been avoided.

The Secretary of Agricukture: You spoke of a seasonal
demand. What is the largest seasonal demand?

*r. Eloedel: 1In the spring moaths,

The Secretary of the Treasury: Which months?

. Eloedel: April and May are the largest shipping
mon ths,

The Secretary of Agriculture: Tor how many years, say
the last four or five years, have the local banks been able

to take care of the business entirely, or have you had to

go outside every year.

Mr. Eloedel: Our credit has not been well enough estab-
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lished to go eutside to any great extent, and we have not
gone outside to any great extent. T wan:t to imp—ess that
fact. The industry is one of smaller manufacturers whose
credit does nct go beyond their local environment to any
extent.

The Secretary of the Treasury: We will take an adjourn-

ment until 2:3C, and ou may resume at 2:30.

Whereupon, at 12:45 o'clock P. M. a recess was taken

until 2:30 o'clock P. M.

-
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APTFR REJESS, 2:30 P.1,
FURTHER STA TEMENT OF J. H. BLOEDEL.

The Secretary of the Treasury: You may proceed, Mr.
Bloedel.

lIr. Bloedel: T want to add that the timber business has
many ramifications, The largest item of our lumber busiqgsa
is 6ur domestic consumption. Qur car shipments from hgre
to points east of the Rocky Mountains amount to approxi-
mately 135,000 carloads per year. Of that T should say
about 34,000 carloads are shingles and the balance is lumber.
And in reference to the credits on the car shipping business,
it is necessarily largely a business of credits. The
domestic budness is very largely a credit business. We are
shipping into the agricultural districts and selling to the
reta il lumber nan in those districts, and he sells largely
to the farmer, The city is not = large a coasumer of
lumber as the count:r¥y, and he has to trust them more or
less until the crops move. That necessi tates his asking
for extensions, from time to time, from the people he buys
from on the ooast, and it makes it often necessary for us

to carry our retailers over a season, and in times of dbad
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crops and crop failures in certain sections we have to
car-y them over for a year., T reofer now %o the strong
lumber man who can carry these open accounts.

The other branch of the lumber business is the coast-
wise and foreign lumber business. California is a large
ensumer, and this is not a seasonal business for the
reason that California consumes lumber more or less the
year round. The foreign business is also a considerable
factor, and tlmt B not a seasonal business, That moves more
or less the year round, in the winter time as well as in
the summer time; but our agricultural business is neces-
sarily a seamal business, as the farmer cannot build in
midwinter, but builds from about }arch lst to November lst.

The other branch of the lumber industry which is next
in importance to lumber itself is shingles. The average
annual value of the shingle product is about $15,000,000.
The shingle business is very largely conducted by small
operaiors, men employing from 40 to 50 men. They are
located in some 500 different localities. There are some
520 plants, T betieve, that are called independent shingle
mills, between the boundary line and Portland. They

produce annually an average of perhaps 100 carloads. T say
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an average; they do not run the year round, but can produce
an average of 100 carloads of shingles a year. Their
business is small, and they look to the local bankers to
finance them, because the Iocal banker is acquainted with
their local conditions. There has arisen, o account of
the smallness of their operations and the lack of immediate
realization on their product, the necessity for what is
called the middleman or jobber o broker who, while himself
not a producer, finds a mrket and finances those little
men. Those men are largely located here in Seattle and
Tacoma , and do their business on hi lls of lading and
assigned accounts with their local banks. These are the
men who, in turn, act as a banker, so to say, for the little
mill man wheu he cannot get the facilities which he needs
immediately around him,

The Secretary of Agriculture: To what &tent is this
district here capable of handling that business?

The Secretary of the Treasury: Financing it?

Mr. Bloedel: T thiuk 1t is amply able to finance this
business when it has a more liquid credit than it has had,
when we are not up against the conditions we were last fall,

when our baiker friends told us that money was tight, and
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we were obliged to curtail our op;ratio:s because crecdit
was not eag .

The Secretary of Agriculture ! 718 much of this business
financed outside of this section?

Mr, Eloedel: Some of it is. My own firm does some
financing in the east, on what is called commercial paper.
There are not many who do that; it is only the strong ones
who are able to do that, Most of it is done here and T
venture the assertion that on Puget Sound the largest
proportion of the paper held by banks, whether notes of
hand, secured or unsecured or drafts with bills of lading
attached, is on lumber paper, or paper counected with the
lumber ikndustry.

The Secretary of the Treasury: To what extent did you
find restriction of credits last fall?

Hf. Bloedel: To a very great extent. T think it pre-
vented the operation of many plants which would otherwise
have operated and employed labor and piled up their lumber,
if they had been aHe to get a reasnable credit on that
lumber. Not that the security was not good, because
lumber is gdod security for its cost, or a proportion of
its cost, at any rate. But it was cons idered that morey
Digitized for FRASER

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



Digitized for FRASER

¢ J. H. Eloedel 2523

was tight and rates were high and the conditions weré such
generally that we were discouraged from going into that
venture purely for the sake of piling it up.

The Sceretary of the Treasury: To what extent
did that cut down normal business? Any?

¥r, Bloedel: T think it cut down normal business about
20 per cent, Y“ow T want to touch on the question of paper.
There has arisen in the course of the trade what we call
logging paper. About one-third to one-half of the mills
operating in the state produce their lumber on tidewater,
and buy their logs from the logger or the second stage of
operations that T explained before. Tn the case of the
tidewater mills, the logger is usuvally an independent oper-
ator. Tn the case of the interior mills located away from
the tidewater, the logger and the mill man are the same
thing, as a rule, but at tidewater the mills buy logs very
largely in the open market. They give usually what is
called a 60 day acceptance, and this paper, being two-name
paper, is readily used by our banks and floated. There is
a considerable volume of that busisess at limes, and ail
othe:r times thers is not.

Now the foreign business amounts to appréximately
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57,000,000 per year, that is the foreign business in
exports; and that is largely done on letiers of credit
issued on London. Our own packers are able to finance
vt readily through their local banks or their eastern
correspondents or their San wraucisco correspondents.

¥ow then T wanted to touch on just one poiat, on the
development of our local business in the future. T siated
before that we were only in our infa«cy so far as the
developme1t of this industry is concerned. We have the
natural raw material and it is a great resource. We have
been, howeve~, hampered with the market, and that Aladdin's
lamp yvou referred to this morniug, the Panama Canal, is
going to give us a market on the Atlantic seaboard from
points north of Yorfolk to Boston and in Fngland and on
the Continent. Tt shortens that distance approximately
6000 miles, and enables us to deliver lumber for less money
than lumber is now sold for in WewYork CJity. We feel
certain that in time we can develop that trade to large
N proportions.

There is this further point, that on the west coast
the large voluane of bulky movement of freight is from the

Puget Sound district a:d not from Jaliforaia. Lumber is
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the groat product of this section, and it is a bulky
qommodity znd moves in shiploads. The ships which will use
the Panama Canal from the Atla.iic seaboard to the Pacific
will fiod very few cargo loads from California poiats,
becauge their production is not a bulky productioa; it is
fruits, agricultural products, wianes and so on, but it is
not in quantities to load a ship. Ye on Puget Sound have
the resources -0 load vessels in full cargoes and the
movement in this divection will be large.

The Secretary of the Treasury: %e tha:k vou, }r. Eloedel.

¥ow we will hear f+om *7r. Hartman,
STATEE T OF JOH» P, HARTMAN,

The Secretary of the Treasury: Mr. Hartman, you may
give your full name, residence and occupation?

“r. Hartman: John P, Hartma:, Sea“tle. Ey profession T
am an atviorney.

I have for some years givea more than half my time
largely to agriculture, farming here in this state, and
working with the farmer in trving to solve some of the
marketing problems, And on their behalf, aad in that

capacity, and as it applies to banking operations, T come
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before yvou this afternoon.

The larger crops of this “orthwest ¢istrict, take
the territory which was sugzcsted by Mr. Backus, our graia,
fruits, hay, dairy products and similar kinds which you
find where those grow, The grain has been touched on
prettv well by Covernor “oorg, aad 1 do ot *hink T need to
say much about that, T kaow that when T first weat to
Vontana 33 years ago they were growing some grain there
and usihg it mostly in the Territory. They itraded then
eastwad, but as the years have gone, and as T have watiched
that development, their trade is trending more and more
westward, and will, as thiags develop, come more and more
to the west, because their wheat is coming here, much of it,
and a great cdeal of their live stock; anot all of it,
probably not the proporiion, but they are se:ding more and
more to these markets, because the demanrd for catile, sheep
and hogs in this district "exceeds the supply,that is both
in Washington and Oregor, and we even have to draw some of
it from as far east as “ecbraska, Pariicularly is that true
of hogs. BEut as the alfalfa territory increases, the
amount of hogs and cattle is increasing all the time, both
in this state, Mo tana, Idaho and in Oregon.

One of the principal crops and one of the valuable
crope we have here is apples, and that is neediig the

Digitized for FRASER @ ssistance of larger ba-king operations. The p~oduct in
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this state is an average of about 12,000,000 boxes, unde--
standing that a box Bhere is two-thirds of a bushel, or
about five boxes to the barrel, if you take the barrel unit.
The crop of Oregon has gone as much as 6,000,000,

The Secretary of the Treasury: What is its money value?

Yr. Hartman: This year the farmer obtained from %1,20
to 31,25 for the early apples, to as high as 31.65. ‘y own
average was not far from $1.55 per box at the railway
stad on, that is, it was worth that.

The Secretary of the Treasury: What does tlmt wake the
aggregate value? I did not eatch the aggregate number of
boxes,

Mr, Hartman: Tn this state, say, 10,000,000 boxes, to be
safe and 5,000,000 in Oregon, and T should say 4,000,000
in Tdaho; ard in the rest of the westernm country, and
apples are some 1,500,000 to 2,000,000 in Colorado. That
o mprises very largely the apple disirict of these high
grade western apples.

The Secretary of Agriculture: ¥here do they go?

Mr. Hartmaa: The best of *he crop goes %to England and
Germany; What we call our Extra Fancies and mary of the

Fancies. The Firsts, that is the third grade, largely to
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Yew York. The Fourths, or the seconds, as they are called,
at Chicago and west thereof through the ‘lississippi Valley.
The proportion of the Extra Fancies is probally 50 or 60
pe~ cent, so that the Fancies and Extra Fancies are nearly
75 per cent of the growth of those that we ship. We have
a large loss in the apples that will not, in value, quite
bear the transportation charge to these high class markets,
and that is one thing T think has a bearing on this =ubject.
A careful estima ¢ of the crop iwo years ago, ia 19012,
which was a large one, showed that we probably had
7,000,000 boxes in this state alone of thosc that had a
little speck, where they had been stung by an insect or
might have rubbed against a 1limb or where they might have
left{ the apples grow too close together and they rubbed
aga inst each other; they are good apples, perfectly whole-
some and as good apples as the others, but they do a0t look
as well and will not work into the grades. If those apples
co uld be worked up into some product or dried, it would save
a grest deal of good food stuff for the people of the
country, but they are not able to stand the transporiation
charge, and we are not organized, and we need that

encouragement, so that we can utilize this part of our
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praduct. Our competition in apples, about the only place
is Tasmania, and they are produced at the opposite season to
what they are here.

The Secretary of the Treasury: Addressing ourselves more

particularly to this problem, which is one of fianance, to
what extent is yur argument going to demonstate the
desirability of this district as a Fcderal Reserve district
and the location of the bank at Seattle itself.

Mr. Hartman: The most valuable part of this crop, the
best part of it, is with foreign countries. With the
coming of the Canal we expect then to sead our apples by
refrigerator boats through the Canal direct to the old
country. And we need ample banking arrangements here, oot
in San Prancisco or Chicago or anywhere else, but our
arrangeme:ts here, that we may send the crops direct and
save what otherwise would be a shave that would be taken
off of the crop if sent through New York or San Trancisco,
for instance, because the local dealer, if he handled it and
financed it there, would expect to get some commission for
attending to the business, Tt is a saving %o the producer
of the country, and it is an advantage to the financial

operations in going direct from this coast through the Canal
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to the places of consumption, for these refrigerator boats
would bring up here the tropical fruits of the south, such
as bananas, and could get a load of apples back.

The Secretary of the Treasury: Well, those facilities
might, of course, be supplied through a branch of a bank
establi shed in the district, for instance, as T have
exp lained before. wow the point that we desire to be
informed on is this: What superior reason is there for
locating a bank, assuming that we can locate a district,
what prevailing reason is there for putting the headquarters
of that bank in Seattle as against Portland, for instan ce,
or San Prancisco, if that were in the district.

Mr. Hariman: That iovolves, *r, Secretary, some com-
parison, a thing that T always hesitate and dislike to do,
because comparisons always are odius and ought not to be
indulged in except when abslutely necessary.

The Secretary of the Treasury: Well, they are necesgfry
in this case.

M, Hsriman: The larger part of this apple crop, and
there are other fruits, pears, cherries, berries, and so on,
the larger proportion of it, because of the larger district

that can be farmed in this character of pr-oduct, is tribu-
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tary to this city or to the Puret Sound, and here are
already considerable storage warehouses for refrigeration,
and more are being built, particularly by this county, and
it is where the ap-les will be stored and shipped when they
ought to be sold and put on the market, and for that reason
there is a necessity of having the funds and the bank with
which vou can deal directly and quickly, close at hand,
rather than have to take it up with somebody at some other
point.

The Secretary of Agriculiure! Just a moment. You realize
that vour initial dealings will be with the samebhnks that
you are now dealing with,

Mr. Hartman: Yes, theoretically, Mr, Secretary. T have
been dealing, though, in lanada, for T have done some
business there for a good many years, with the home bank
at times, and with the branch bask at other times, and T
have seen the difficulties --

The Secretary of Agriculture: T do not think you quite
understand. These Pederal neserve Banks are not going to
deal with you, they are not going to compete with existing

3 banks .

Mr. Hartman: %o, but in the end it amounts %o that.
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I have studiedthe bill, That is, the local bank will do
the financing, and it is going to get some assistance from
the Tederal peserve Bank; and the Tederal reserve Bank, we

will sgy, is at Chicago, if you pPlease, and the branch is

e S p———

here; the fellows charged with the prime responsibility
are in Chicago, and they have to be consulted in large

transactions. We know that is practical and usual, and
is to be expected.

The Secretary of the Treasury: Some paris of the district
have got to be served by branch banks; you cannot have a
headquarters ev eywhere, and every c ity makes that same
argument.

Mr. Hartman: T know they would.

The Secretary of the Treasury: Eut it is not a coaclusive
1 one at all, |

Vr, Hartman: Yot necessarily.

The Secretary of the Treasury: And the Canadian System
does not afford the slightest analogy, because here we have
the branch banks organized with local boards of directors,
and the Janadian banks do the ordinary commercial business

y vhich these banks, of course, do not do. Yow the question,

therefore, which conerns this commnittee is what superior
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advantage has one cily over another for the headquarters of
the district, and that, again, is governed by the mandatory
provisiors of the Act, which compels us to consider con-
venience and the customary courses of trade and commerce.

Mr. Hartmaa: Well, there is more trade tributary to
this point here, mo~e trade that expects to be served
and has a right to be served aid is being served here than
any other city in this “orthwest.

The Secretary of Agriculture: Do you know Tdaho, the
farming ©ndit ions, their extent a.:d other conditions?

Mr, Hartman: T have been in there a great deal with then,
yes, sir.

The Secretary of Agriculiwre: “here does that trade go?
Mr, Hartman: Their ca=tle mostly go east; their sheep
almo st entirely, although 'r. Frye probably could give you

that bheiiter than T, because we ge: more of our sheep in
Montana; their fruit goesin that direction; they ship some
of their potatoes west, although they do ol grow many.
Their fruit is not yet a large factor, but T think their
sheep entirely go east.

The Secretary of Agriculture: Ard Mo:tana?

v, wartman: XNontana is shipping more and mo~e west, and
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as their populatio- increases their trade this way increases
all the time.

The Secretary of the Treasury: Have you aany figures on
tha t? You see, these assertions do not give us any light
on the question. Have you any figures ?

Mr. Hartman: T have no figures, but one of the heavy
growers at Eureka told me he was shipping 20 per cent of
his flock west and the rest east. -

The Secretary of the Treasury: Eut you and T are both
lawvyers, and we know that sort of hearsay evidence is not
worth much.

Mr, wartman: T am talking about the man who shipped them
himself.

The Secretary of the Treasury: 3FEut there is 0o data,
What we require here are some real facts that show the
course of trade.

ser. Hartman: T have not those and T do not know about
those, but T know what some of them have told me. The
Chamber of Jommerce, T think, is prepared %to tell how
many come in here and where they come from. T krow MMr.
Hadley has that information at hand and knows where they do

come from, and while I have some of that data in my own
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office, T did 0t come here prepared, understanding that
that would be unecessary. T do know something about the
population thal deal here. We deal a great deal with the
north, Eritish Columbia as well as Alaska, and there are
some 900,000 people no-th of here and some 450,000 to
500,000 east of here tributary io here.

The Secretary of the Treasury: Yes, we have gone over
that data, and we do not want o cover the same grou-d, if
you will excuse us, because there are so ma y other parts of
the country to Le heard from. Spokane and the ontama
delegation have not been heard from yet, ard we are giving
Seaitle an undue amou:.t of itime, and must see if we can ot
give these other gertlemen a chance,

Ty, Hartman: T have some figures. T do 0t kaow whether
vou care 0 have them filed or rot.

The Secretay of the Treaswy: TIf you will be good
esough to file them as exhibitsy that may be done.

Mr., Hartmaa: T would be glad to file this., T have not
sai d much about the Gairy business nor hay and some other
products.

The Sccretary of Agriculture: The only othe:r thing of

importance would be for you o gather for us and submit them,
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facts as to vhere this trade goes, how it is related a-:d
financed.

“r. Hartma . The dairy product is over 15,000,000,
financed largely through this city. The condensed milk
business is fisa.iced here entirely for that which is car-ied
on in this stale acd Oregoa; the headquariers is here. The
same people have plantsin the east, but the branch on this
coast is financed here. The hay crop of our state and the
potato crop are e:ii-ely financed here, that is oot shipped
east.

T did want to give oie fwther fact., The tonnage rate,
and T will use lumber as a basis, is in the reighborhood of
say 425.00 a to0. to vew York, and to Chicago 517.00 or
218,00, Through %he Janal, by way of the water, that same
product, whatever it is, vhether polaltoes or lumbe-, can
go to “ew York for 37,00 or 38,00 a ton, and to ¥ew Orleans,
Kansas ity or S:. Louis fo- 78,00 or 36,00 a %on, Arnd
that is co dovbt what the S:., Louis people had in mind when
they said the Janal will help them. Tt will help them, T%
cuts off the rail haul a.d gives us a water haul which is
a cheap one, and takes the heavy weighl producis like we

hav e here, our agriculture and particularly lumber, and

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



igitized for FRASER

G tTe .P. H&?’tm&ﬂ 255?

enables them %0 reach “hose points, and we need the best
of banking facilities for that purpose.
T thank vou, ge -tlemen.
(The memoraidum submitted by 'r. Hartman is as follows:)
January 2Cth, 1914.
Hon. William }%cAdoo, Chairman,
Seaitle, Wash,
Dear 'r, Secretary:

Agrecable to my promise, T will now give you my reasons
orally expressed vy T regard the City of Seattle the most
impo ‘tant point for a regional bank in the orthwest part of
the United States. mhe Jity of Seattle is the most impor-
tant trade center Yoi"th of San wrancisco on this Joast, and
considering the fulture Believe it will be =qual to San
Traocisco in ev ey respect, and will lead all other cities
in the "orthwest, The contest must, as T take it, De
waged betwzen Portland and Seatile, %Yhile comparisoms are
odious, T must of necessity make them, to give vou the facts
upon which a final conclusion must be based.

Trade relation, trade exteiusion, and general commercial
expaision and development are the goverani g principles which

take it will go far towards determiairg the location of
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such abank. The trade relation, of coursec, involves more
vruly agricultur-e thaw anything else. Manufactwring comes
next. T am keeping these things in mind.

ADJACELT POPULATTON,

Under this head, T will coasider the trade population
tributary, according to the best information whieh T can
obtain, to Seattle and Poriland, taking in each instance
Portland first,

POETIAYD TRADE POPULATTON,

The population, including the lily of Portiland and to
the South and Vest, is ahout 450,000 people; %o the East,
includi~g Portland, about 200,000 people; and to the North,
which is all in the State of Washiagton, about 100,000 to
125,000 people. This trade does not reach Sealile.

Few decp sea vessels plyving in the world's trade, par-
ticularly the Orieat, enter Portland Harbor, Vessels whose
draft exczeds twentv-four feet can not with safely pass the
Jolumbia Fiver bar. This may be improved. The Federal
Governme~t has spent millions upon the work, bul the barrier
has not been removed.

Portlaud has no Orienial trade, save flour, and has no

trade relatioa with Alaska, and in fact sells scarcely
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anything at all “Vorth of Centralia and Chehalis in Wash-
ington. Ta the Gray's Harbor country, she has some trade,
but less than geatile. Portland preity well controls the
Walla Walla district, but scarcely crosses the Snake River.
Easte'n Oregon she divides somewhat with Salt Lake City, and
will divide that more now since the Tnterstate Commerce
decis ion changing the interior rates.

SEATTLE TRADE POPULATTOY,

The trade population of Seattle and to the South and
West ircluding Seatile, is fully 500,000 people. The itrade
population to the Fast the' eof, excluding Seattle, is about
400,000, The t-ade population $o the Morth, excluding
Seat®le, butl including Eritish lolumbia and Alaska, is about
900,000, e are already seuding cossiderable of our manu-
factur-ed producy to Japan, China, and seading considerable
of it to the Philippines, in competiiion with San pramcisco,
and this %*rade will increass, for one reason because there
are many Seattleites in the Orient, and they are all
partisaa. We furnish most of the hay that goes to the
Orient, and much of the fruit, We have a good business in
all the “owns Rast of the Moustains, even in Spokaue, save

groceries and hardware, and reach into Zlontana as far as
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Eutte.

Eritish Colv via is groviug vey rapidly, acd is
coastan ly buying more fiom our merchants and manufacturers.
Our relation with that Province is most cordial, and partieu
larly do we do a large exchange banking business with them.

Alasgka trades almost exclusively in this towm. The
banks in Alaska have their outside principdl agenis here.
The Alaskan in every kind of trade comes first in Seattle,
asd may of them keep their banking accouants here.

CO!PARATIVE CROP VAIUES.

The grain crop of Oregon, vhich includes wheat, oats,
and barley, is valued a2 ually at about 525,000,000, The
fruit c=op is under 510,000,000, And the hay crop, while
firures ave oot at haad that can be ~elied upon, secemns %o
be abou: one-third to one-half of that of the State of
Jashiogton. The dairy product is uot larce in Oregon, or
i, either state for that matte-, but in itime will become
a wmost importaat agriculiural feature in the two staies,
for conditions fo- producing EBigh class dairy product are
ideal,

1> Tashi gton, the an'ual grain crop, including wheat,

oats aad barley, exceeds 550,000,000, and for the present
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year has run above %60,000,000. The fruit crop including
apples, peaches, aid berries averages about 325,000,000 per
year. About half of the high class apples produced in the
Totermountain and Pacific Joast country comes from the State
of Washington, a :d the remainder from Oregon, Idaho, and
Colorado, #ithin ten yrs, apple bearing acreage of the
stale will be increased about fomrfold. The new orchards
which will come in bearing will make this addition. The
bank exchange business of the fruitl and giain is carried on
almost exclusively in this city.

The tree fruit bearing districts of Oregon can not be
increased very much, because the available ground is largely
covered.

Ta the Yakima Valley of Washington, there is now pro=~
vided with water fo~ irrigation about 160,000 acres. Ey
what is known as the new high line canal ditch, this will be
inereased to about 400,000 acres, all of which will be
available for apples and hay and general dairy farming,
in the propo~tion of about one for apples and three for
da iryiag a:d hay. In the Wenatchee country, the ground
provided with irrigatioa is about 70,000 acres., The new
Quincy project now under way will provide 400,000 or more
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acres with water. The soil in %his district is of the very
best. The Walla Walla and Spokane districts have a large
fruit acreage, which will te increased.

Hay production is not very carefully figured out, but
the annual crop is worth more than 315,000,000, which is
largely produced in the Puget Sound basin and Yakima Valley
districts. This crop is rapidly increasing.

The dairy possibilities in this atate are most inviting,
but the industry is in its infancy. The present production
is confined almost exclusively to the Puget Sound basin. The
an .ual worth is now about $10,000,000. We have six large
milk condensing establishments sending their products all
over the state, Eritish Yorthwest, and Alaska, in cargo
lots to the Orient, and to the states East of us, par-
ticularly the ontana districts.

Most of our flour is exported to the Orient from the
six flouring mills in this city. We export lititle or no
wheat.

All of these industries and development call for bank
exchange arrangements which reach all over the world, par-
ticularly the fruit and grain business, coupled with the

other matters hereinafter referred to, shows great demand
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for a regional bank heres, so that the exchange relations

throughout the United States and the world may be readily
had.

COAL.,

The State of Oregon produces no coal, while the amnual
output of this state, which is mostly ~epresented by labor,
is valued at about 315,000,000, and that of British Columbia,
which trades with us, at about the same. The coal industry
is rapidly developing, as the state increases in population
and the trade relations expand. The coal of Alaska under
thr 'ise law just passed for railroad building, will become
an impor-tant factor increasing bank demands.

GOLD PRODUCSTION,

Alaska and the Yukon Territory, since the discoveries
ia the swmer of 1897, have sent to the Seaiile Assay Office
about 4300,000,000 of this metal. Practically all the gold
comes here, for here the merchast trades. The gold product-
ion now, with the beneficient law passed will increase, as
will the population of Alaska and the trade extension of
that territory. The gold production of Alaska, and that
t-ade relation exte:sion, is one of the stron-est factors
deoa ding that the regional bank be at Seattle, rather than
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at any other Northwest po:rt.

LUMEER TFADE,

Trom the best statistics obtained, the lumber product-
ion of Orego. does not seem to have ever exceeded 335,000,000
per annum and is more nearly 320,000,000, The value of
the m.ufactured lumber at the mill in this state during
the past te~ years has run from $35,000,000 to 375,000,000,
and the average being about 350,000,000 per a: um. Nearly
2ll their lumber is sent interstate o rail shipments,
Puget Sound having fine deep water facilities, open %o
all ships of the world at all times, and haviag on its
shores the test merchantable timber knowa in the world, has
enabled the state to export about one-half of all the
product, the other half going inland by rail. Seattile
is the ceutec of this iiportant industry. Here the mill
owner lives. Here is the magufacturer who nakes the mill
machinery and does all the repairing. TFrom this towa the
trade radiates and covers the importa«t cities to the Morth,
the 7est a:d the “uthwest in this business.

ORTFNTAL TRADE.

Tn some lines, particularly flour, fish, asd lumber,
we have developed a large EXpors trade 0 the Orient, The
Digitized for FRASER
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opportunity exists for largely increasing that trade, but

the best of banking facilities are necessary to accomplish

this advance.

SHIPPTN¥G FACILTTIES,

S0 far as rail shipments are concerned, there is very
ﬁaittle difference betwecen the two towns. Seattile has the
Chicago, "ilwaukee & St, Paul Railroad in addition to the
roads serving Portland. When it comes to trade with Alaska
and the Orient, shipping facilities are very much in favor of
Seattle over ayy other town in the Yorthwest,

FISH:

dured fish products, and a comparatively small amount
of fresh fish shipped in refrigerator are sent from the
Columbia River, at a value of about $4,000,000 per year.

A considerable portion of tis value is fish put up on

this side. The cured fish product of Washingston and
Alaska exceeds 520,000,000 this vear., The fishermen live
here, and the outfitiing is done in this city. Much fresh
fish is shipped the year around, priccipally halibut,
through a large concern in this city. Tt goes largely to
the Rastern states, and is found in fine condition as far

as “he Boston market at all seasons of the year.
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POYER COST.

Maaufacturing is incireasing in %“he o~ thwest. The
cost of producing power is an importan: factor. Where there
is manufacturing, banks of course are needed. Joal is
cheaper on Puget Sound than on the Jolumbia River by at
least $1.50 per ton., The Jity -f Torilad is served aloae
by private hydro-electric power corporatioss. At Seattile,
the Stone-Tebster combination, in plants developed and
developing, can produce about 200,000 H.P. The ity of
Seattile, in its municipal plaat at Dedar Fiver, has now
developed more than.20,000 H., P., aund when the plant is
ultimately completed will reach cearly 50,000, while it is
preparing to develop other fields, condemnation being
directed therefor. This has made the cost of power cheaper
here than in any other city on the loast, save Tacomx, where
‘he conditions are Tthe same. The municipal plant of Tacoma
has dooe much to reduce the rate there, and coriespondingly
has increased its marufactwing eaterprise. The relatioans
between Tacoma and Seaiile are close, and the developmeni of
the one is the development of the other,

SONCLUDTYG STATTISTICS,

The Population of Oregoan is approximately 750,000, of
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Washizgton 1,500,000, and of the Panhandle of Tdaho 100,000,
of the Westerm half of lontana 250,000, of Eritish Jolumbisa
and Alaska approximately 800,000, The natural and the
real trade centre and distributing point of this entire
territory is cSeattle. ;esides, Seattle is from two tec
three days closer to Japanese and Chinese ports than any

of the other available Pacific Coastvtrade ports. On the
further side of the pacific we are trading with approxi-
mately 500,000,000 people. The Atlantiic Coast has developec
something like ten cities of the size and larger than
Seattle, in trading on the further side of the Atlantic
with 225,000,000 people. The only ports we have on the
Westerly part of the United States are San Diego, San Pedro,
San wrancisco, Columbia Fiver, and Puget Sound. Three of
these, San Diego, San Trancisco, and Puget Sound, are open
to the ships of the world under all conditions, at all
times, and without any danger whatever of entering under any
stress of weather. mhese figures and facts must be given
careful consideratica in determining the important question

submitied by The Jongressto your Commission,

20" CLUSTON,

What T have said above conceraning Portlaid is not with
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the intention of reflecting upon that city. Tt is a strong,
commercial town, with a splendid American citizenship. Ifs
commercial attainmenri, however, is not equal to that of
Seattle, nor do T believe it ever will be. T have many
good friends there, and do a considerable business with

the city and its people. Tn what T have said, T have tried
to divorce myself from partisanship, and reach conclusions
based alone upon uncontrovertible factis.

Mr. Hartman: T would like to make this suggestion. The
figures to a certain extent are comparisons. T did aot put
them up with the object of being odious, but T saw no other
way of getting what T had to put before you. T have the

kindest feelings for the City of Portland.
STATEMENT OF DAMNTEL KELEHER.

The Secretary of the Treasury: We will hear from you
now, !, Keleher, %ill rou give your full name and
occupation?

Mr. K eleher: T ama practicing lawyer and interested
a good deal in banking here as a stockholder and member of
the Executive Jommittees of banks here. T have been a very
close student of this bill from its inception, i make this
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statemert simply for the purpose, that while T appreciate
you only want a statement of the exact facts here, if I
should make a statement which borders on the line between
an opinion on those facts, and the facts, you will under-
stand me.

The Secretary of the Treasury: Have you statistical
information?

¥r. Keleher: Yo, I have very little.
The Secretary of the Treasury: T was going to say,
any statistics, we think, had beiier be filed as exhibits.
¥Mr, Keleher: %o, T have nothing at all ir the way of
statistics. T want to say, just as an opening, you
gentlemen made a statement this morming that T think was a
little modest, or not broad enough. You said you had a
duty to perform in selecting these regional districts, but
that there was a board over you that was going to change
those things. I differ with you a little, and it is on
principle --

The Secretary of the Treasury: Yo, the Eoard has the
right of review, T saild.

Mr. Keleher: The right of reviev, T mean. T make this
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statemedt, and T think it is a fact which will be borne

out in history, that what you men do as a Board of Organi-
zation here is going Yo be a lasting thing., Tt is going to
last for 50 years. The districts that you select will be
districts that are permaneat. Recause, if there is anything
in banking business which is necessary and essential, it is
stability, stability in the way of doing business, with due
regard to the convenient and customary course.

As a western man, now, T say this: That we differ from
the east a great deal in the way that these banks should be
instituted, the division of them. I recognize the contest
that went on between the proponents of one big bank, a
central bank, and these regional banks. We of the west
wanted the regional banks. Ve wanted to be independent.

We wanted the districts established and wanted more than
the eastern men wanted. We do aot want four or eight,

we want the maximum, and we think we ought to have it from
the inception of the jurisdiction of this Federal Reserve
Baard. We ought %0 have the maximum started at twelve,

Something was said, and a question was asked this
morning by you, Mr. Secretary, as to whether the bank

proposed in the district we suggest cf the four states here
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woulid not be a weak bank. T say no weak bank can be estab-
lished in this disirict, never mind what its territorial
boundary is. A bank of three or four millions would, in
my opinion, be just as strong for the district that has only
that amount of business to do, as the New York bank with
fifty million, just as strong. If we establish a district
with four millions of capital here in these four states and
the business can be conducted by the member banks of these
states to take care of all the busiress of the four states,
that is a strong bank, just as strong as the bank they will
have in the lCity of “ew York.

The Secretary of Agriculture: EBut that is the real
question, is it not, whether it will or not?

Mr. Xeleher: 1 do not believe there is much question
about it.

The Secretary of Agriculture: For instance, you could
establish one in Georgia to which your principal would
apply, but Georgia is nominally a borrowing state, and any
bank established there would be dependent.

Mr. ;eleheri My answer to that is that the'se four states
are not borr-owing states.

The Secretary of Agriculture: That iswhat T am asking.
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Mr. Keleher: They are not borrowing states, and T
sPeak from my experience in banking. T give half my %time
to it now; T am on the discount commitiee of the largest
bank here, of three, and on the executive committee of four
banks, and T think T am a little familiar with that, and T
would speak zlong that line. We are not a borrowing
o munity, These four states can conduct the business,
with this sgstem established by the Mew Currency Eill, and
care for all the business, present and future, of this
growing district, in my opinion. In the past we have
borrowed very litile, it is very rare that we borrow east;
it is very seldom, it is a rare occurrence. It is true
that oceasionally a big fish company like the one spoken of
this morning, with headquarters and owned in Chicago, is
financed there, but that isa local affair. That is not
borrowing money there.

Now dividing your districts with due regard to the
convenient and customary course of trade hore, this is a
fundamental thing which you men should take into consider-
ation. The lines estabkished today for that line of
business are east a d west, not north and south. The

business is directly east and west. TIn the olden days when
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T came here it was north and south. The reason was, our
business had to be doae by boats. San Francisco first
the headquariers, and second Portland. When the railroads
cut across here this changed altogether. Our relations
with San Francisco commercially are comparatively gmall.
And while T would venture to say that five out of six bankers
today in this district, if put the question "7here, if you
do not have a bank in Seattle, would you rather have it, in
Ban wrancisco or Chicago", while five out of six of them
would say San Francisco, T believe that five out of six of
them if they would consider carefully and lay aside local
preferences and local pride because they are all coast men,
would not say San Francisco but would say chicago. necause
the lice of business is not north and south with us any
longer, it is east and west. And if they vould lay aside
that Pacific Joast pride, they would say they would rather
do business in Chicago and have the head bank there, if we
were to be a branch bank.

Yow take your eas® and west lines, and see what it means.
When most of us in this room came to this couniry we had no
east and west line of traffic in this tiler of states that

we have named here. Today we have five parallel lines
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running across. The esult is that if you take eastern
Yontana, for example, if a man liviang in northeastern
Yontana were asked if he would do business with a c ity that
had a Regioral Bank, if it was in the southeast coraer of
Yoctana, 200 miles away, he would say no, T would rather do
business in Chicago, 1200 miles away. Tt is in the course
of business.

The Secretary of the Treasury: You understand, of course,
Mr. Xeleher, that the inauguration of this system does ao®%
mean any alteration in the ordi:ary course of transactions
between banks and the ordinary course of comme>ce.

r. releer: Yo,

The Secretary of the Treasury: Those transactioas proceed
as usual,

. yeleher: Yes.

The Secretary of the Treasury: Here is a bank which is
intended to hold a part of the reserves of this district,
or whatever district may be established, a~d that bank will
have relations with the member banks of the disirict.

¥r. Keleher: Yes.

¥he Secretary of the Treasury: ¥ow the argumeal you are
making has more relation to the ordinary transactions as
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“hey now proceed, and it does not touch the question of
what would be a proper homogenuous district fo- this
organization, in contemplation of the Act, and as to which
city in that district would be the best place to put the
headquarters of the bank.

'r. ¥Veleher: Well, T am trying to meet that and answer
that from your viewpoint, That was leading up to a state-
ment T was goi:g to make here, as to how this current of

shipping
business, T mean business transactio~s,/gots back and forth,
because that is the foundation of what follows, banki=g and‘h
the pay for the goods; the shipping of the goods back and
forth, that is taking place more and more in those lizes
east and west, End while you gentlemen intimated this
morning that you had heard enough of the Panama Canal in the
other cities, there is a suggestion T want to make there on
that point that T do not believe has cccur-ed to you --

The Secretary of the Treasury: You are mistaken in your
asmumption that we said we had heard esough. ¥e said, on
the other hand, that each city was making the same claim
that the Panama Canal was going to be more or less of an

Aladdin's lamp for each city. That was rather facetious.

The Secretary of Agriculture : Tntended to be facetious.
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The Secretary of the Treasury: Yes, it was intended to
be facetious.

Mr, Keleher: Now, speaking along that line, as to the
establishment of a dbstrict with that in mind, something
has been said today of what we hoped in the way of shipping
goods from this Sound through the Canal to New York. There
is another thing you must bear in mind, because it is right
on us now,; it is not a matter of speculation; the Janmal
is going to be operated this year and business is going to
flow through it. Has it been suggested to you, as to not
only the cwrrent of busineds from here to the Atlantic
seaboard through the Canal, but through the Janal here and
into the interior? 1In other words, how much new business
and how much id that neﬁ current east and west bo be in-
creased by this fact, that when this Canal is opened, goods
will be shipped to the Coast here from the Atlantic seaboard
and re-shipped to the interior. Of course, that is going
to happen.

The Secretary of e Treasury: Of course, that question

has been presented, mmd that of course dspends upon the
railroad rates.
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Mr. Keleher: Yes.

The Secretary of the Treasury: A.d as %0 what combi-
naticn of railroad and water rates is going to be the
cheapest, and how far the scope of that influence is going
to extend is a question.

Mr, Keleher: That is a question. It is a quesiion of
fact, asd maybe it borders on opinion. Railroad men would
make it mostly a fact. T am goisng to make a statement
which will be astounding to you, and T believe it to be a
statement of fact, as coming from a most experienced railroad
man, He made it to me, and T could not comprehend it and T
adked him to repeat it, because I told him T was going to
repeat it. He is a traffic man and was connected with the
Northern Pacific for 20 years, and receiver of it in the
nineties and has spent fifty years in railroad traffic in
the west. He made the statement to me and said he would
base his reputation upon it, that when the Canal is opened
they will ship a certain class of bulky goods from New York
Jity to St. Paul and all other Missouri River points through
the Port of Seattle. Now that is an astounding statement,
and it appaled me, and T argued it out with him from a lay
standpoint as against a traffic man's standpoint, but he
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saps it is going to happen and happe. immediately. T says,
"T do not care for that, give me west of Dakota, give me
west of Vebraska". He says, "Yes, we will go further".
T sald how is it possible, a37d he made a statenant which
does not seem clear to me yet, but he is positive of it.
He says that the water rate will be so nomiral practically
as compared with the railroad rate that it is not a faetor,
and that they can ship these goods all the way arocund and
back in with a certainty to the Dakotas. Tf that is so,
he says, the time has come now when these eastern and
western traffic men ar- not going %o look to the east,
they are going to look to the west, to the port of the
wes t. Now you will say they are going to make thatl same
argunent in San Francisco, Los Angeles and San Diego. ¥es,
they will come to them, but the ats tha%t land at San
Diego , their cargoes vill not go to Ilonta.a or the Dakotas,
but east from there, ard in San Franc isco the will go east
from there. To reach the region of the Dakotas and !ontana
the will come to the ports of Puget Souad and ship across
here.

T say that the dupy devolving upon you is greater, T
believe, that you men even anticipate. T think it is a
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permanent thing. The great problem in my mind that you
are going to have to solve here, to give us what we ask
for, is the question vhich has been suggested, have we
sufficient capital to establish a Regional Bank in the
district we say we are entitled to and ought to have. And
it is a close question. If you take the national bauks
alone, we have not. 3But it isg not fair, if this Board
please, to assume that only the national banks will come in.
That question was discussed in the enactment of this bill,
and 1t is to be assumed that the state banks will come in.
In coasidering that -- this is the one territory of all the
eight pr twelve you will establish and it seems to me that
this question is coming most home to you. We have here the
large geographical position and *the comparatively small
capital position, and it seems to me that you should
endeavor %o accomaiodate us in this district with the small
capital, if statistics bear out the fact that that capital
will be sufficient to conduct the business of this district.
The Seeretary of the Treasury: Thank you, ¥r. Keleher.
We will now hear from Montana. Is Mr. Johnson here? If
you have anystatisties, Mr. Keleher, you may file them,

Mr. Teleher: There is one statemeant T would like to make
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in regard to the British Columbia business. We have up
here Vancouver and Victoria, and the volume of business is
terrific and cormpetition is keen. I kwow the volume of
budiness done with the neighboring cities, 150 miles away.
They sent us five millions of money last yer, and they
sent us approximately the same amount this year, and that is
only for one small bank here.

The Secretary of the Treaswy: Yes, our attention has

been called to that intercourse.
STATE:!(EMT OF A, 2. JOHi'SO=,

The Secretary of the Treaswry: Mr, Johnson, will you
state vour full name, residence and occupation,

)r, Johason: A. C. Johnson, vice-president, American
¥ational Eank, Helena. T represenct the Helena Clearing
House Assogiation.

The Secretary of the Treasury: You know our problem.

¥r, Johason: T do.

The Secretary of the Treasury: The question is, if a
digtrict is organized here, where Montana ought to be put,
and we should like to have your views on that.

Mr., Jomnson: T will say that matter was ¢iscussed by our
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people in a general way a: home there at Helena, and as we
would meet other packers throughout the state, and then the
sugresvion was made that the Helena Jlearing House Asso-
ciation take a pole of the ba.ks of the state and seand a
letter to each bank b express their views on this particular
matter. That was done, and we got the returns practically
from all except six of the Yatlonal banks, aand most of the
state banks, about 80 per cent of the state barnks, T guess.

The Secretary of Agriculture: What was the nature of that
inquiry?

The Secretary of the Treaswy: Have you a copy of the
letter?

Mr, Johnson: Yes. The nature of the iuquiry --

The Secretary of the Treasury: Iet us have a copy of the
lett er sent to the banks,for the files.

(The paper was filed.)

The Secretary of the Treasuwry: “ame of bank, location,
eapital and surplus; do you have the largest amount of
banking business with easterm poinis or Pacif ic Coast points?
Eastern points. What percentage: East 98; West 2. Upon
which of the above mentioned points, east or west, do you
chiefly depend for exchange transfers? Upon which do yu
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chiefly depend for cur~ency shipments? Please indicate
your first, second and third choice between Twin Cities and
Chicago, Denver or Pacific Coast for a Federal Reserve
Bank, That is from the Anaconda Mational Eank?

¥r, Johnson: Yes.

The Secretary of the Treasury: That is the character of
the inquiries?

¥r. Johnson: Yes.

The Secretary of the Treasury: Have you the replies
received from all the banks?

¥yr. Johason: T have.

The Secretary of the Treasury: Will you file them as
exhibits?

Vr. Johnson: T will,

(The papers were accordingly filed.)

The Secretary of the Treasury: Wiat was the result of
this poll ?

¥r. Jomnson: In *this summary T put down the first and
second choice. Of the 53 national banks, 44 banks reported
as first choice Twin Cities, with capital and surplus of
$6,663,500. Chicago seven banks with a capital and surplus

of 51,189,500, Spokane, one bank with a capital and
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surplus of #150,000. The Pacific Coast, one bank with a
capital and surplus of $31,000, That is the first choice.
Second choice, ofthe national banks, Chicago comes
first with 37 banks voting, with a capital and surplus of
$6,205,000; Twin Uities, six banks, with ecapital and surplus
of $870,500; Spokane, three banks, with eapital and surplus
of $146,000; Seattle or Twin Cities, one bank, with capital
and surplus of %150,000. ©¥o choice for second choice, six
banks with a capital and surplus of %662,500. That makes a

total capital and swrplus of $8,034,000,

The Secretary of the Treasury: How many national banks
in the state?

Mr, Johnson: 59,

The Secretary of the Treasury: From how many did you
receive replies?

Mr. Johnson: 53, six banks not voiing, having a capital
of 3175,000,

The Secretary of Agriculture: Did you canvass the state
banks?

Mr, Johnson: Yes.

The Secretary of Agriculture: Will you give us that.

Mr., Johnson: Shall T read it?
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The Secretary of the Treasury: TIf you please.

Mr. Johnson: There are 202 state and private banks, I
believe; T have not got justthe number, but the ones
reporting were 144 state banks and 14 private banks.

For first chocice, Twin Cities, 126 banks with capital
and surplus of $7,089.170.

Chicag , 8 banks, with capital and surplus of $415,000.

Spokane, 9 banks, capital and surplus of $367,000,

Spokane orSeattle, one bank, capital and surpls $25,750.

Seattle, one bank, capital and surplus $20,000,

Pacific Coast, two banks, eapital and swplus $241,500.

Denver, 4 banks, capital and swplus $122,500,

Portland, one bank, capital and surplus of $25,000,

Helena, two banks, capital and surplus of $59,000.

Helena or Spokane, one bank, capitd and surplus of
840,000,

No choice, three banks, capital and surplus $301,000.

Making a total of 158 banks with £8,705,920.

The Secretary of the Treasury: ILet those recapitulations
or suwmaries be filed with the stenographer,

Mr. Johnson: Yes. For secoad choice:

Chicago, 67 banks, with capital and surplus of
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$4,960,750.
Twin Cities, 16 banks, with capital and surplus of

3582, 000.

Pacific loast, 19 banks, capital a:d surplus of
4545,500,
Denver, 12 banks, with capital and surplus $357,500.
l Now T get fou- of them bracketied, Spokane 4, Seattle 2,
Poriland 1, and Eutte 1, with a capital of $439,070.
No choice for second, 36 banks with a capital of
$1,821,100. Total 38,705,920.
The Secretary of the Treasury: How long have you lived
in Montana?
r. Johnson: 35 years.
The Secretary of the Treasury: Are you familiar with the
whole state?
Mr. Joimson: T think so, fairly well, T have been there
for 35 years, in active business.
The Secreiary of the Treasury: Where does the State of
Montana do most of its business, at what points?
Mr, Johuson: Well, it is eastward.
The Secretary of the Treasury: Eastward?

Mr,Johnson: Yes, sir.
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The Secretary of the Treasury: More with the Twin Qities
than anywvhere else?

Mr, Johnson: Well, T should say it is evenly divided

between the Twin Cities and Chicago, and quite a bit of it
in “ew York.

The Seciretary of the Treasury: You are speaking of the
banking business?

17" Johnson: Eanking business.

The Scecretary of the Treasury: T am speaking of commod-
ities?

Mr, Johnson: That is largely eastward. Our wool all
goes east; the bulk of our cattle and shecp go east. TFor
the last few years there has been some of it gone westward.
Our mine products all go east.

The Secretary of “he Treasury: Do you think it would do
vieélence to the customry course of busiuess if you were
attached to a distriet to the west of you?

. Johnsoa: T absolutely do. It would reverse all our
order oi business.

The Secretary of the Treasury: Your exchange movements?

Yr. Johnson: Our exchange movements. These s-me replies

will show you that stronger than 90 per cent say that their
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business is eastward; in fact it will average more than khat,

The Sec etary of e Treasury: Waat is the cime between
Helena and "din.eapoli s?

r, Johmson: Oaly about 30 hours.,

The Secretary of the Treasury: Have you had opoortuaity
to discuss this question with some of the representative
business men in the state, outside of the banking iaterests.

Mr. Jolnson: Yes, sir, my pariner in thebusiness is
interested in the mercantile business all over the state,
former Seaator Power, and his busiaess is largzely buying
and shi»-ing east. Of cow sc, he has shipped some cattle
west,

The Ssc¢etary of Agriculture:! Should you say that the
movemeat west is iacreasiug?

¥r. Johnson: Yes, T could. T think it is increasing
some,

The Secretary of Agriculture: Ts it increasing relatively
to the eastern movement.

1. Johnsoa: Yes, 0f course, the west has not been
much of anythirg %o us up to a fev years ago, but it is
comme:cing now, where they are shipping some cattle over

here, asd in fact they have gone out of the cattle business
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over here to a large extent. Our wool all goes east, and
sheep and catile.

Yow we are aaaeﬁtially a borrowing community; that is,
we are a new community, and we will be for same time to
come. To show jou ihe progress made in the line of agri-
culture, this may give yvou a better idea. T will just read
here f~om a little trade journal, which was information
gotten from our lfontana secretary: "Four years ago along
the lines of the Great Yorthern in *orthern Montanz there
were twelve grain elevators. Today there are reported to
be 280 grain elevators along exacily the same stretches of
road, and more building just as fast as material arrives on
the ground", Wow that is one rz lroad, "r. Secretary,
and :here aretwo other :rail-oads where it will asot apply as
strong, but they are doing the same thing.

Th'e Secretary of Agriculture: Have ;ou somethiag you
would like to file with the reportier, Mr. Johnson?

¥Mr, Johason: Well, T have here a book giving the statis~-
tics of lMoatama, gotten out by the Fureau of Agriculture,
Iabor aid Tadustiy. Thi s may be something that you can
get certain iuformation from, 4+ has everything in there,
almost. The ca“tle shipped out of the state in 1912 were
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The Secretary of Agriculture: Does it give where that
goes?

lIr. Johnson: Which, the cattle?

The Secretary of Agriculture: Yes.

lir. Johnson: Well, T do not know,

The Secretary of Agriculture: We can discover it, if it
is thers.

Mr. Johnson: rThere is the valuation of the state for 1913,
and this book will give 1911 and 1912,

The Secretary of Agriculture: Let that be filed as an
exhibit to the testimruy of Mr. Johnsoa.

(The book was accordingly filed. )

Mr, Johrson: T got tnis the day before T left, range
cattle 157,000 head --

The Secretary of Agriculture: Just file those, as we
carnot remember those details.

The Secretary of the Treasury: Ts Mr. Charles, of Butte,

here?

Mr, charles: Yes,
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STATE INT O D, J. CHARLES,

The Secretary of the Treasury: Mr. Charles, will you
state your full name and occupation?

}r. Charles: D. J. Charlaes, presideat of %he ¥iners
Savings Bank and Trust Jompany; and up to Tuesday night T
was President of the Eutte Chamber of lommerce.

The Secretary of the Treasury: Do you represent any
organization, haw you any credeantials, T mean, from the
Clearing House or other bodies.

Mr, Charles: T have a letiter from the Chamber of Jommerce,
Mr*, Secretary.

The Secretary of the Treasury: Just file it with the
repor ter.

The Secretary of Agriculture: TIs that a resolution?

., Sharles: Tt is a letter of recommendation, that T am
the chosen representative of the Butte Chamber of lommerce.

The Secretary of the Treasury: Tt is your credentials as
representing that Chamber?

Mr, Johnsou: Yes.

(The paper is as follows:)
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CHAILIBER OF JOMMERJE
Lewisohn Euilding,
Butte, Yontana,
January 26th, 1914,
TO THOM. TT :AY 30O JER::
The Bearer, Mr. David J. Charles, President of the
Butte Chamber of Jommerce aud President of the Miners
Savings Ealtk & Trust Compeny, has been selected as the
representative of the Eutte Bankers tofappear befpre the
Regional Eank Organization Jommitte ian connection with the
location for a Regional Eank in the Yorthwest, amd this
letter shall be taken as his credentials.
Regpectfully,
Butte Chamber of Commerce,
Chearles Rustin, Secretary.
The Secretary of the Treasury: What is the view of your
community %‘here as to the district %o which Xontana should
be attached?
Mr, Charles: We have seven banks in the City d&f Butte,
five state institutions and two national banks., At a con-
ference two or three evenings ago before T started west,

five out of the seven voted in favor of being connected
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with the Twin Cit ies as first choice and Chicago as the
second choice. There was a division Letween tw of the

officers of one bank as being connected with the eastern

banks, and one of tile banks voted for the west. T would
say s8iXx out of the seven wished %o be included with the Twin
Eities for first choice, and the same number of Chicago as
second choice.

The Secretary of the Treasury: Wiat was the position of
the two national banks?

Mr, Charles: Twin Cities first and Chicago second.

The Secretary of the Tresasury: Both national banks
favored that?

1Tr. charles: Foth national banks favored that. Mr,

Job, who is concected with the Silver Bow lational Bank, is
here and will speak for himself.

The Secretary of the Treasury: What @s the view of the
Chamber of Commerce of Butte on this subject? TYou repre-
sent them?

Mr. Charles: That matter was left to the bankers, alone
and entirely. All the banks are represented in the Butte

Chamber of Commerce as members, and that matier was turned

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



G D, J. Charles 2573

over to the Bankers Zureau for their action.

The Secretary of Agriculture: What is your time to

Minneapolis?

Mr. Charles: T would say about 30 or 36 hours. T am
not positive as to that.

The Secretary of Agriculture: And %o the coast®

Mr.Charles: 24 hours from Butte to Seattle.

The Secretary of Agriculture: Your reasocss are in gemeral
the same as those given by Mr., Johnson?

Mr, charles: The” are, yes, sir,

The Secretary of Agriculture: 7You endorse that position?

Mr. Charles: T do. T understand that the Chamber of
Commerce at Helena canvassed the entire state, and owr
Chamber of Joumerce took for granted that their canvass was
a irue one and let it redt at that, so far as the state
generally is mncerred, However, our position at Butte is
almost unanimously in accord with the action taken through-
out the state,

The Secretary of the Treasury: That is all, thank you.

Mr. Job.
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STATEMEXT OF E, JOE.

The Secretary of the Treasury: Please siate vour name,
residence a:d occupation?

Mr. Job: ZEplin Job, assis®ant cashier of the Silver Pow
National Bank, |

The Secretary of the Treasury: Do vou concur in the views
expressed by Mr, Charles?

¥Mr. Job: Certainly, T do,

The Sec vetary of the Treaairy: You are all in accord with
the sentiment about being attached to St. Paul or the Twin
Cities as the firgt choice?

Mr. Job: Yes, sir,

The Secretary of the Treasury: The course of business
and exchanges is mostily eastward.

Mr, Job: Mostly eastward.

The Secoretary of Agriculture: Do rou notice any growth
in vour business westward?

Mr.Job: A little, but not muchs Tt is growing a litile.

The Secretary of Agriculture:! At another city we had the
suggestién that Montana be attached to a district centering

in Denver. Would that do much violence to your trade and
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course of business?
Mre. Job: We do rot have much business through Denver .
The Secretary of Agriculture: You endorse the sentiments
of the previous witness?
Ir. Job: T do a:dorse them.
The Secratary' ofthe Treasury: Mr. White, of Hamilton,

Jiontana.
STATEMTNT OF X, A, WHTTE.

The Secretary of the Treasury: Mr. White, will you
please give your full name, residence and occupation?

Mr. White: M. A. White, Hamilton, Xontana; President of
the Ravdlli County Eank cf Hamiltomn.

The Secretary of the Treasury: Yours is a state bank?

Er. White: Yes, sir.

The Secretary of the Treasury: What is its capital?

Mr. White: 850,000,

The Secretary of the Treasury: Are sitate banks in
Montana permitted to join the federal reserve system?

Mr. White: Tt is a question, Mr. Secretary, as to whether

we are or not,

The Secretary of the Treasury: A question of legal right?
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Mr., White: A quesiion of legal right, yes, sir,

The Secretary of the Treasury: Has it been referred to
the Attorney General yet?

., "hite! T ¥ ink not. We referred it %o our aitorney,
and he reported thati we could a0t hold stock in another
corporation,

The Seccretary of the Treasury: Tt is lack of power, you
think.

Mr, White: Yes,

The Secretary of the Treasury: Yot that it is prohibited,
but that it is not expressly conferred.

Mr, White: That is it,.

The Secretary of the Treasury: What is your view about
the district to which Yontana should be attacaed?

"r., Whitet Then asked for a vote by the Helena Chanber
of Jommerce e voted Spokane first and Twin Cities second,

The Secretary of the Treasury: What is the sentiment of
that part of the state? 1T see you are on the exireme western
border,

Mr, White: Yes, sir; within 50 miles of lMissouda,

The Secretary of Agriculture: Ts the volume of your

business eastward, the greater part of 1it?
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Mr., White: Yes, sir, our items are principally eastward,

The Secretary of Agriculture: Where do you keep your

accountsg?

¥r, Taite: Yew York, Chicago and I‘ontana proper.

The Secretary of the Treasury: Wiy do vou prefer Spokane
first?

Mr, Thite! DTrom a geographical point of view,

The Secretary of the Treasury: Regardless of ihe exchange
situation or the movement of commodities?

Mr, Yhite: Tt being nearer to Hamilton than any of the
other large cities. Tt is pro‘n&‘dly a selfish point of view.
Tf we were to join the organization we could facilitate our
bus iness facilities for doing business with Spokane rather
than the Twin CJities,

The Secretary of the Treasury: How far are you from
Spokane?

1y, White: 12 hours.

The Secretary of Agriculture: Are your financial relati%:ne
at present very large with Spokane?

Mr., White: Yo, we have no correspondents at Spokane and
do very littke btusiness there.

The Secretary of the Treasury: That 1sall, thank you.

org/
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Is Mr. Iusk, of Missoula, here?
STATEENT OF FRAMX S. LUSK,

The Secretary of the Treasury: Will you state yuour
full name, residence and occupation?
¥r. Lusk: TFrank S, Iusk, President First Mational Bank,

| Missoula, Montana,

The Secretary of the Treasury: Do you represent anvthing
else than your dwn bank, Mr. Lusk?

Mr. Lusk: T represent the Chamber of Commerce and also
have a letter as representing the Presidemt of the Montana
State Bankers Association, and T come directly from a
conference with the Presfdent and Secretary and a bankers
commitiee,

The Secretary of the Treasury: Of what?

Mr. Lusk: Of the Montana State Fauakers Association.

The Secretary of the Treasury: What is the view of those
gentlemen on this question?

¥r, Lusk: They are unanimous, so far as their wish to
do business with the east at the Twin Cities firg of all
is concerned. T do not think there was an exception, They

are divided as >0 the second choice. Some of them are very
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strong for Spokane, 1 myself an strong for Spokane,
because we are only 12 hours away, as second choice, and
because T believe it is a very good thing to have your
Regional Bank as close at home as you can have it.

The Secretary of the Treasury: You concur in the views
these other gentlemen have expressed about the movement of
trade and comnerce, and of exchange?

Mr. Lusk: Absolutely, I am interested in Denver, T
have lived there a greatfdeal of my life and have lots of
friends there, but Denver is simply out of the question, so
far as Montana is concerned. Arid as far as Montana is
concerned, Seattle and this Pacific Coast is out of the
question. Ve do not deal on the Pacific Coast ih any way,
shape or marner. T live at Missoula, on the west side of
the Rocky Mountain range., Tt has been suggested here this
morning that the main range of the Rocky Mountains should
be the dividing line, which would take in Butte, Missoula,
Kalispel and Hamilton, that ¥r, White has just spoken for,
and a number of others. T do not believe that we want
Montana divided, if we can help it, not until we can have it

divided and made into two states, by annexing part of Idaho

some day.
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The Secretary of Agriculfure: You would take that?

Mr. Lusk: Oh, we would, gladly.

The Secretary of Agriculture: Have you any resolutions
you wish to present?

Mr, Tusk: T think they were filed here by the Chamber

X of Commerce. TAwas away.

The Secrelary of Agriculture: We received one communi-
cation in Chdcago,

Mr, Lusk: That is the telegram?

The Secretary of Agriculture: Yes.

Mr, Lusk: That is the telegram, and T have a copy of that,
and T do not think thati has been filed and been made a
matter of record.

The Secretary of Agriculture: Tt has not.

Mr, Iusk: T wuld like to file it at this time,

The Secretary of Agriculture: That is, it has been
referred to indirectly, but not by *ontana people.

Mr. Lusk: Yes.

(The telegram is as follows:)
Helena, Mont., Jan. 17th, 1914.
"Replies received to 1nquirie.a from national banks in
Montana representing total capital and surplus of eight

million dollars show that eighty per cent select Twin
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Cities and twenty per cent select Chicago as first choice
for location of federal reserve bamk; no other cities
mentioned. Tor secoad éhoiee eight per cent select Chicago
and thirteen per cent select Twin Cities; all other points
seven per cent. Feplies from state banks of Montana
representing capital aad surplus ten million dollars ex-
pressing first choice for location of reserve bank, eighity-
three per cent aélect Twin Cities, nine per cent Pacifie
Coast, five per cent Chicago, three per cent Denver, and
for second choice, sixty-four per cent select CThicago, eight
per cent select Twin Cities, six per cent select Pacific
Coast, four per cent szlect Denver, eighteen per cent no
choice. Helena Clearing House Association.

The Secretary of the Treasury: We will hear now from

¥Mr. Durham, of Spokane.
STATEE T OF ELSONM ¥. DURHAM,

The Secretary of the Treasury: State your full name,
residence andoccupation?

Mr. Durhan: FE lson W. Durham, contributing editor of
the Spokesman~Review,

Gentlemen of the Organization Committee, Mr, Erewer and
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I have been delegated by the llearing House Association of
Spokane and the Chamber of Commerce to represent them in
a plea for the formation of these four northwestern states
into a reserve district asd for the location of the Reserve
Bank at Spokane,

The Secretary of the Treasury: When you say these four
states, vou mean Oregon, Washington, Montana and Idaho?
| *r. Durham: Yes. We feel that to attach these four
states or any part of them to San Francisco would not only
do violence to the natural trend of business and the finan-
cial connections, but would subject this part of the new
system to a severe and uinecessary sirain in the critical,
formmtive period of its existence. We believe that, because
there is very liitle identity of idea or ideatity of thought
between the southwest of the Pacific Joast and the Morthwest
of the Pacific loast.

We are coninected by a single lise of railway, and that

a branch of the Southern Pacific, between Poriland and San
Francisco, extendinz for much the greater part of the
distance. If we were connected with San Francisco, railway
conections being at Portland, there would be no direct line.

The mere fact that there come into the S»nokane gateway six
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ta s-conti:eutal systems which diverge from there across
the states of Orego: asd Washingion, is pretty coaclusive
proof that the overwhelming volume of business, as has been

stated here so oflen, is east and west and not north aad

south,
T sometimes think, r., Sec-etaries, that it has been

a prevailing sin of the American people to worship the

- =

fetich of greatness and bigness, and that psychological
A trait is largely responsible for the building up of the

great t-usts. We have erronsously assumed that because a

t'hing is big it is necessarily st:ong. If we reflect

! a moment we k:ow that a mau who has 320,000, if he is

| practical a:d businesslike, may be esseaxtially sounder in

& business way thas a man that may be exploiting on the
basis of miliiors. So it is "ot & question of magnitude
i1 *the determiiation of rour zreat problem here, it seems
to us, so much as the fuidamental questior, aad we recognize
that i% is vital, that e should be able to form a reserve
dist-ict of these four siaies that will be sufficlent
financia lly usto themselves, aad will have sufficlent
variety of resourcas so thati thers will be a liquid movement

of its products exsending seasonally over the entvire year,
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¥e doubt if another region of the United States could
show & like varieir of resources, We will begin here in
the carly spring with ‘the wool clip, ontana produces one
eighth of that of the Usited States, ard hhe four states a
fourth., That would he followed immeciatelyr by the spriag
movement of live stock to market. That immediately =--

The Becretary of the Treasury: What is the dircetion of
that movement?

Mr. Durham: The live stock moveient is largely to the
east, but the growing tendeacy is to the west.

The Secretary of Agriculture: To what exteat?

¥Mr, Durham: ‘7. Erewer, who will follow me, has more
definite data, but T may say thal one packing house in
Spokane this past year bought of lontaasa live stock
%1,500,000 worth., Jlonsiderable of it goes to Portland as
well, and some of it comes to Puge® Sound.

Tt has bean well said by witnesses here today that we
have besn importing live stock here very lar gely, to the
extent that we have had %o go as far as “ecbraska.

The hard wheat of Montana is cdéming west in increasing
volume for milling. ‘He.have up on the Spokane River a now
developed water power of 200,000 horse power. One of the
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la‘ gest mills, the largest mill T believe in Spokane, is
now grinding exclusively on 'lontana wheat.
That movement of the wool crop --

The Secretary of the Treasury: Where is that product
shipped, T mean the product of your flour mills?

Mr, Durham: Parily for home consumption, but largely to
the Orient.

The Secretary of the Treasury: Largely to the Orient?

Mr, Durham® Yes., You know, the Orient has become an
increasing consumer of American wheat an? flour.

The Secretary of Agricultwre: You have heard the state-
ment of these geitlemen from Montana saying that practically
the unanimous sentime:t of the bankers and business men
there is that they ought to be connected eastward?

Mr, Durham: That is true, on their first choice. Tt is
true that their products, as with the basic products of the
whole northwest, have a trend to the east, either dir:zct
by rail or else by sea around to the seaboard, or else to
Fngland. Tf that were logically carried out, T suppose we
should be connected with Chicago or New York, because
widoubtedly the volume of movement of our raw praducts is

to the east, and we im turan get their comnodities, their

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve-Bank-0fStlouis —_— o e




G E, ¥, Durham 2586

manufactured prodyctis, from the east,

The Secretary of the Treasury: T do not think it follews
that you would be con:aected with Chicago or Yew York,
because the bill expressly provides that there shall not be
less than eight districts, and you could 2ot possibly divide
this country into less than eight districts, and that could
not be done by including you with Jhicago,

Mr., Durham: T am afraid you will have to do violence
to the m tural trend of business somewhere.

The Secretary of the Treasury: We will have to do the
least violencen under the Act.

Mr. Durham: Yes, that is true.

The Secretary of Agriculture: They say it would be
doing great violence if you sent Montana westward.

¥Mr, Durham: T% would not do as great violence as if you
we-e to attach Tdaho and Washingson and Oregon to Califor-
nia .

The Secretary of the Treasury: That is not Fhe point,

Tt &s how muck violence it does to Montana., That is whati
we are thinking of aow,

Ve, Durham: T have ot Dbeen gble to figure out, and have

not found a backer who can figure out how it would do
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violence to the interests or welfare of the people or

r busi~ess community. T think there is a banking interest
concerned there that probably would figure to a cossider-
able extent.

The Secretary of Agriculiure: Suppose you were in
Yontana instead of in Spokane, where would you want to go?
Mr. Durham: T would want the most accessible point, 1t

seems to me, beyond all question.

The Secretary of the Treasury: Suppose Montana were
here demanding tha t Spokane should be ammexed to them, you
would rather feel, on the Amer-écan Home Rule principle ,
that you ought to be alloved a wice in that yourself, would
you not?

¥r. Durham: Well, if we had expressed & first choice for
some other point and a second choice for still another
poiat, T would not feel that any very great violence had
been dome us if we were given our second choice. T had
hoped that you would ask of our Jontana brethrenm here where
their choice would be in case they were attached to a
Pacifiec Yor:hwest district and they had no option then as
to where their choice would be.

The Seeratary of Agriculture: Their secoud choices were
given in the sumary.
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Mr. Durham: That was second choice a'd first choice, but
it was not put to them upon the basis of where they would
go if they were compelled to --
| The Secretary of the Treasury: You mean as between
Spokane and --

Mr, Durham: Portland, Seatile and San Francisco.

The Secretary of Agriculture: You heard the second choice
of the gentlemen representing this community., Their second
choice was for San Prancisco, as a rule?

Mr. Durham: Yes,

The Secretary of Agriculture: %hat does that leave for
Spokane?

Mr. Durham! What would Spokane's second choice be?

The Secretary of Agriculture: DUVo, what territory does
that leave for Spokane? Montana expresses her first and
second choice for the Twin Jities and Chicago, and this
section expresses as their second choice San Francisco,

Mr., Durhap: Very naturally, if Seattle should express a
preference for San Francisco, and Portland should go the
same way/ there would be no district left, and the tail
would have to go with the hide.

The Secretary of the Treasury: This is a cattle couniry,
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so that goes. (Laughter)

Mr. Durhan! This is a cattle country, Eut it seems to
me that this natter of the reserve bank is quite apart, so
far as its service to the people and the commmnities and
the interests of the people are concem ed, from the trend
of trade. Tt will have to be somewhere on the Pacific
Coast, adjusted on that basis, because undoubtedly our
movement is towards the east and we buy very largely in the
east,

The Secretary of the Treasury:? The question, as T said
before, is what will do the least violence, and what will
conserve the most convenience of these respective districts.
That is really our problem, what will do the least violence,

Yr, Durham: Unfortunately, you will not leave that to
my determination. I should say leave it %o Spokane, and
there will be no violence.

The Secretary of the Treasury: We would be very happy %o
leave it to you, bul we cannot escaps it.

¥r. Durham: T should be very happy to assume it,

The Secretary of Agriculture: To what extent is Spokane
regarded as the financial centre of this section?

Mr, Durham: Mr., Secretary, we have a peculiar s ituation
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here in the Pacific Morthwest, and there is no recognized
conceded fi~ancial centre in the Pacific “orthwest, no
place that holds the relation that San Francisco, for
example, holds to Californian or RBoston to New England, or
Chicago with the interior. By reason of that fact, and the
further fact that -*hile none of us ;gn recwginized as the
financial metropolis, Spokane is recognized as the financial
and commercial metropolis of the interior, between the
Cascade Mountains and St. Paul, and by reason of the fact
of its clear accessibility, its quick accessibility to an
overithelming majority of the member banks, if a district
were constituted of these four Northwest ern states, that
fact, and the futher fact of our very close adJacency to
the basic agricultural and live stock and mining and a
large part of the lumber pro duction should necessarily be
the controlling points of the decis ion.

The Secretary of the Treasury: On that question, it is
not a question of the physical accessibility wholly that
has to be considered here, but the question is accessibility
with reference to the greast volume of transactions which
must be had between the member banks and the reserve bank

itself. And you can see that thdt is a thing apart from

[fraser.stlouisfed.org/
e Bank of St. Louis




G E, ¥, Durham 2591

the mere railroad transportation or physical accessbility
at the place where the reserve ba'k is to be located,
¥r. Durham: That is very true, and ?r. Brewer will speak
more particularly with reference to the banking aspect, and
he will follow me,
I was going to sav we would have a seasonal proposition
here, of activities beginning with the wool crop and the

live stock movement ==

The Secretary of the Treasury: You are speaking now of
Montana?
Mr. Durham: Of the whole northwest, and that followed

immediately by the movement of summer fruits and that in

T

tuwn by the salmon ruan in the Jolumbiz 7iver a~d Puget
Sound, and that would be followed by our hay harvest, which
would come along about the same time; and after that, the

general grain harvest. And the grain harvest here is

_——t =

different from that in the eastern states. TFor some reason
i our grain does not shétter after it ripens, and it can be

allowed to stand in the fielc for weeks at a time., By

t reason of climatic differences, we will start our grain
harvest in the Walla Walla Couantry in the latter part of

June, and often we will not complete that grain harvest
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until the latter part of September or well into October;
it is 2 long process. The procedure of marketing is also
extended, going into the winter and often over into the
spring.

The Secretary of Agriculture: We will concede that
you have a great diversity of interests, thers ie no debate

about that.

The Becretary of the Treasury: Where do you keep your
reserves now?

Mr., Durham: Mr. Brewer will speak upon the tecimical
banking end of that, more particularly.

The Secretary of Agriculture: There is no debate about
the diverseity of your interests and about the enormous growth
of your community.

The Secretary of the Treasury: Those facts have all
been very thoroughly dovnlopdd by other gentlemen, Mr.
Durham,

Mr, Durham: Yes. I shall not go any further. I think
that has been sufficiently covered. It seems to me that
the addition of Califormia and perhaps Nevada and Arizona
to this dietrict would not add any strength to a Reserve

Bank. It would be as though you cooked another portion
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for a very hungry man, and California has something of an
appetite. Their basing industries are substantially those-
of ours. They have fruits, and they have oils, which we
have not. They have no coal mining, which we have. So,
upon the whole, their resources are the same. When we
should be wanting reserves for the movement of our crops,
they would be wanting reserves and they would be wanting
them to a fuller extent than we should be wanting them.
That, coupled with the fact that there is no identity of
interests, there is no asesociation of popular thought between
districte so remote as those, with the further fact that
California and the southwest, by* 1ts overload of capital
and population, would dominate the system, as it necessarily
would --

The Secretary of the Treasury: How could it, under the
system of electing the directors from each part of the
district.

¥r. Durham: By the bare fact that they will have more of
the banks and more of the capital, and not only that, even
if by any prospect --

The Secretary of the Treasury: The capital does not

cut any figure here on this vote.

SER
p://fraser.stlouisfed.org/

ank of i —



e T e

m E. W. nu'hll. 2594

Mr. Durham: Well, they have & greater number of banks.

The Secretary of the Treasury: Because the banks are
divided into three classes, under the Act.

Mr, Durham: But they have a greater number.

The Secretary of the Treasury: Would they have, as
against Oregon and Washington, if California were throwm
into that district? I do not know what the humber of banks
is as between the three states.

Mr, Durham: I think so. I have not seen the figures
recently, but if you add Nevada and Arizona to California,
I know they out-top us in population and are very much
heavier in banking capital and I think in the number of
banks,

The Secretary of the Treasury: You would be bound to get
under this system a2 fairly representative Board of Directors
of the entire district.

Mr., Durham: But it is not clear -- while Mr. Spangler
is looking after that data —-

The Secretary of the Treasury: We have it hers in the
Comptroller?e report, and it is very much the same.

Mr. Durham: I should like to submit to you here the

comparative area map. In these four Northwestern states
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there are 496,000 square miles. If you blanket substan-
| tially that area over the west, we find the following
| states have 407,000 square miles —-

The Secretary of the Treasury: Yes, we are familiar with
that. That may be filed with the stenographer. Now, have
you anything else to add.

(The map was accordingly filed.)

Mr. Durham: Coming down more particularly to Spokane's
case, 1f I may present it in & very few minutes, I wish to
say that the conditions here topographically and productive-
ly are unique upon the Pacific Northwest, in this, that
while along the Atlantic seaboard and the Gulf seaboard and
the California seaboard the agricultural production crowds
l dowmn to the shore line, our coastal region is largely broken

and mountainous -~
f The Secretary of the Treasury: On this hearing I think
we have been pretty well posted on that, and I think if you

will be good enough to file any maps you have simply as

exhibite, so that the Committee can give them consider-

|
ation at the proper time, it will not be necessary to go

over that ground again.

Mr, Durhem: The maps will require a moment's explanation,
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and it will simplify it.

The Secretary of the Treasury: We are quite familiar
with these physical characteristics anyway.

Mr. Durham: But this goes, if you will pardon me, into
the region where the basic production of these four North-
western states lies.

The Secretary of the Treasury: I think we are pretty

| well informed on that. I think the data we have had given
to us, in addition to what we have had before, because ®me
have been looking up thies subject, as you can naturally
imagine, and 1nt6 the natural resources, will make it
unnecessary to cover that ground. We do not want to cut
you off if you have anything new to offer.

Mr. Durham: I do not want to be persistent, but I assure
you this is new matter,

The Boorefary of the Treasury: Ve will see what you have
to offer.

Mr. Durham: To show you the value of farm crops as shown
by the United States Census of 1910, $146,000,000 lies east
of the Cascade Mountains in these four Northwestern states,
and $44,000,000 weet of the Cascadéa.

The Secretary of the Treasury: Now, that data, you see,
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is all on the map, is it not?

Mr. Durham: It is on the map.

The Secretary of the Treasury: Yes, and I say if you
will file these maps we will study them.

Mr. Durham: But it will require a little explanation as
to the scheme of the map.

The Secretary of the Treasury: I think that is pretty
clear upon the face of it. Let it be filed as an exhibit.

(The map was accordingly filed.)

Mr. Durham: I want to file here also a number of census
charts, as illustrating the pecint that the productive area,
80 far as agricultural wealth is concerned, is along the
interior here.

The Secretary of the Treasury: Yes, just file them as
exhibits.

(The charts were accordingly filed.)

Mr, Durham: I do not want to trespass, but if I may
present one more map as to the railroad situation?

The Secretary of the Treasury: Yes.

Mr., Durham: While we are waiting for that, I may say

. here is a corrobative map of the Columbia River basin,

il
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incidentally, while not intended to, Spokane's superiority
as a railrocad centre, and the great network of branch lines
which cover the agricultural region and the fruit region
around Spokane., You can see as well how we compare with
Portland and our neighbors in that respect.

The Secretary of the Treasury: Do you want to file that

a8 an exhibit?
Mr. Durham: Yes.
The Secretary of the Treasury: That may be filed also.
(The map was accordingly filed.)

Mr., Durham: Here is one additional map, and then I am
through. This is a mep showing Spokane's railroad facili-
tiee, with lines drawn here of the hours of travel, one
irregular circle showing six hours, another twelve, another
eighteen and another twenty-four. In the twelve hour region
would fall all the larger cities in the proposed district.

The Secretary of the Treasury: The key, I see, is on that
map.

Mr. Durham: Yes. This gives the number of railroads
and trans-@ontinental lines.

(The map was accordingly filed.)

¥r. Durham: I should l3ike to add something here in
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connection with the fruit industry, as that has been touched
upon. I want to say I have authentic data which I obtained
from the Secretary and one of the directors of the North
Pacific Fruit Distributore; that is a cooperative organi-
zation of fruit growere covering the four Northwestern
states. Something like 134 local organizations are
federated into that association,

There are now planted in these four Northwestern states
550,000 acres in apples. 435,000 of that acreage lies east
of the Cascade Mountains. 70,000 acres of that, or 13-1/3
per oent, is now in bearing, and a2ll of it will be in
bearing in the next four or five or six years.

There was just one other map I wanted to call your
attention to, 80 it will be understood a little later
(laughter.) 1If you had not picked this up yourself, Mr.
Secretary, I would have overlooked it. These are maps
indicating the irrigation area of the four Northwestern
statee, and there ies just a little data that is not showmn
there that I want to submit. All of that irrigated area,
amounting to between four and five million acres, according
to the census reports, lies east of the Cascade Mountains,

It covers between 14,000 and 15,000 independent irrigation
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undertakings. There will have been invested in those when
completed $152,000,000. There had been invested a year
ago, according to the resport of the Agricultural Depart-
ment, $90,000,000, of which the government itself had
expended $30, 000, 000.

The Secretary of the Treasury: Have you finished, MNr.
Durham? :

Mr. Durham: As to that Montana situation, as to one
question asked by Mr. Secretary Houston, as to the develop-
ing trend of that business, I may say that since the

' decision of the Interstate Commerce Commiseion in the
Spokane rate case, and more recently by voluntary reduct-
ions by the railroads, Spokane jobbers have been given
territory which carries them to Billings, Montana, where
they meet the St. Paul jobbers, and there is a growing and
very large trade between Spokane and western Montana as far
as the Billings line.

I just simply want to say in conclusion that our
attitude ie one of friéndly cocperation with our sister
cities on the Coast. We have identity of interest. We,
above all else, feel the need of a district here that will

gerve these Northwestern estates and their basic interests,
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; and in that spirit we have presented our claims here,
believing that they will have that fair comsideration which
the shortness of the time here today will not permit us to
have,

The Secretary of the Treasury: We shall certainly give
it very thorough and serious consideration, Mr. Durham,

Mr. Brewer, we will hear you now.

STATEMENT OF THOS. H. BREWER,

The BSecretary of Agriculture: Will you please state
your full name, residence and occupation.
Mr. Brewer: Thomas H. Brewer, President of the Fidelity
National Bank, Spokane.
The Secretary of Agriculture: You are familiar with the

problem confronting us. Will you tell us what is in your

mind.

Mr. Brewer: I want to say a word first, Mr. Secretary,
about the balancing of this district. It has been stated
by the Coaet people that there is not much borrowing in
this district. That is true of the Coast and it is true
largely of Montana, but it is not true of eastern Washingtonm,

Idaho and eastern Oregen. In that district the report of
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August 9th by the Comptroller shows that the banke in the
district mentioned had re-discounts and bills payable of
$5,269,000, while west of the Cascades there was just &
little less than §1,000,000 of re-discounts. The Spokane
banke had $400,000 of the government orop moving fund at
that time and eeastern re-diecounte of $550,000. 8o that we
contend thet this is & well-balanced district. There will
be deposits on one side and borrowing on the other side,
ec that a bank situated here would be profitable.

The Secretery of Agricilture: Where do you re-discount
now? _ i

Mr. Brewer: Largely in the east.

The Secretary of Agriculture: Why not in the weet?

Mr. Brewer: The rates are less in the east.

The Secretary of Agriculture: Would you re-discount in
the west, do you think, under other conditions?

Mr. Brewer: If the rates were equal, we would very much
prefer to re-discount in the west.

The Secretary of Agriculture: Are they likely to be equal?

Myr. Brewer: Under the Regional Bank Act they may be,
perhaps.

The Secretary of Agriculture: Do you think that will
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change the whole system.of interest rates?

Mr. Brewer: We feel that it will reduce the interest
rates on re-discounte in the banks,

The Secretary of Agriculture: And below what the econdmic
conditions might justify?

Mr. Brewer: No.

The Secretary of Agriculture: Would they not be different
economically, anyway?

Mr. Brewer: Ido not just catch the point.

The Secretary of Agriculture: Over the different parts of
the country?

¥r. Brewer: Yes, the rates of interest are governed by
the law of supply and demand, and in the west the rates have
always been higher than in the sast.

The Secretery of Agriculture: Do you think, then, you
would re-discount in the west or in the east?

Mr. Brewer: We would probably be compelled to re-discount
in the weet if a Regional Bank were esteblished here.

Tﬁi Secretary of Agriculture: Would that necessarily
followl

Mr. Brewer: Not entirely. Probably the behkein the west

would 8till continue to rediscount somewhat in the eastern
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banks,
The Secretary of Agriculture: Now you were going to tell
us more definitely about Spokane's claims.
Mr. Brewer: We claim that to put Spokane in the Sen
Francisco district would have the same effect as putting
Minneapolies as & branch of Boston, for instance, or Seattle
with Denver. You probably remember how long it took teo
come from Denver to Seattle. It would teke us just the same
time to go from Spokane to San Francisco. In timees of panic,
when you wanted money hurriedly, if you had to go to San
Francisco, you would have to get along without it.
| The Becretary of Agriculture: Suppose you hed 2 branch
in Seattle or Spokane?
Mr. Brewer: If the branch had the same powersas the
Regional Bank, well and good.
The Secretary of Agriculture: So far as the law goes,
it has.

Mr. Brewer: We do not believe that in practical cperation

& branch bank would have the authority or the money that
the Regional Bank will have, and that things will have to
be referred tc headqguarters.,

The Secretary of Agriculture: That is & matter of
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regulation resting with the Federal Reserve Board, with a
view to the necescities and demends of the situation. They
are not going to do an unreasonable thine., We cannot assume
that.

The Secretary of the Treasury: Here is Seattle asking for
the Reserve Bank and Spokane is asking for it. Now each
could not have it in any case; one or the other has got to
have a branch, we will say. Would you think that the '
interests of this district would be better served by having
that headquarters in Spokane and & branch in Seattle, or
the reverse? |

Mr. Brewer: Very much the first way (laughter.)

The Secretary of the Treasury: That is based upon & mere
question of the local desire or pride, is it not, to be '
called the headgquarters for thie bank,

¥r, Brewer: Quite largely. Spokane has —- {

The Secretary of the Treasury: Now is not that just the
epirit in which we cannot consider this importent eccnomic
problem?

Mr. Brewer: I might say that Spokane entered into this
matter because we felt that Montena was necessary to a |
Northwest district, absclutely essential to make the rcquirsd|

ed for FRASER

fraser.stlouiz!fed.org/
| Reserve Bank of St. Louis ——




; m T. H, Brewer 2606

capital and bueiness, and we felt that Montena might come

to Spokene where it would hesitate to come to the Coast,--

| seven hours, for instance, from Kalispel and from Missoula
to Spokane.

| The Becretary of the Treasury: Now you have heard what

the Hontana pecple have had to say about that, In view of

their testimony would you think it fair to force them into

& district to the west?

Mr, Brewer: I do not know whether you have ever taken

polle or not; but as to second choice, I can go into Montana

end in a week I can get a poll there which will show at

T e =

least half the banke of Montana favor Spokane aes second
choice.
The Secretary of the Treasury: We are speaking of first

choice now; that is the important question, of course.

Mr. Brewer: No doubt they prefer to go east, but we

contend that the Federal Reserve Bank is & reserve bank for
keeping reserves., We contend it is not necessary for the
Montana people to do even a majority of their business with
a reserve bank., They cen carry their accounte and send
their business east as they have alwaye done, but keep

their reserves in the Reserve Bank, and in times of panic
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of re-diecount or crop moving, they have a bank very close

to them,

| The Secretary of the Treasury: For re-discount and
exchanges and clearances, because the bill goes further |
than & mere re-discount operation; the question of bank

! clearances has to be considered,

The Secretary of Agriculture: What are the facts in
reference to Spokane, as to interest on balances?

Mr. Brewer: The interest paid on bank balances ies two

|
|
|
|
percent, the same as the cther Northwestern banks.
il The Secretary of Agriculture: Is your practice the same
‘ as to check collections?
l Mr. Brewer: Yes.

The Secretary of the Treasury: Free check collections?

Mr. Brewer: Where there is a justifying and compensating
balance, as it is called; otherwise not.

The Secretary of the Treasury: That generally means
free, does 1t not?

Mr. Brewer: In half the casee or perhaps a little more.

The Secretary of the Treasury: Where do you keep your

reservee?

Mr. Brewer: The Spokane banke keep thelr reserves very
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largely in New York and Chicago.

The Secretary of the Treasury: What ie the division

between the two?

Mr, Brewer: New York has a little more balances of the
Spokene banks than all of the other balances, outside of
Chicago or St. Louis.

The Secretery of the Treasury: Why is that?

Mr. Brewer: Well, it is probably artificial, as was
stated this morning by Mr. Backus., It is because the law
compels us to keep our money in central reserve cities.

The Secretery of the Treasury: It permits you tc count
balances in central reserve citiees as part of your resources.
It does not compel it. Do you keep it there for exchange
purposes largely, or merely to get the intereet rate?

Mr. Brewer: Both. There is & demend at all times for
New York exchange, and they pay interest also on the
depoeite.

The Secretary of Agriculture: What would be your second

i choice, Mr. Brewer?

Mr. Brewer: If there is no bank established in the North=
west, I presume, as & matter of Pacific States pride, we
would prefer going to San Francisco.
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The Secretary of Agriculture: What citiee in the North-
west other than Spckane should you care to exprese a
preference for any one of those?

Mr. Brewer: Seattle and Portland are both an equel
dietance from Spokane. Ae a matter of state pride, I presume
we would prefer Seattle, just as & state sentiment.

Now I would like to state our balances in San Francisco
as compared to the other points, The balances in San
Francisco of 211 the Spokene beanke are $£125,000. In New
York, 41,567,000, Chicago ies about half New York and St.
Paul-Minneapolis about three-fifthe of Chicago, and so on
down the line. Our remittances show about the same
tendency.

The Secretary of the Treasury: Assuming these banks are |
organized and you are attached to the San Francisco dietrict,
your exchange;, or San Francisco exchange, we will_ say, would |
pass g8 per: That would result in the natrual transfer of
those New York balences to San Francisco, would it not?

Mr. Brewer: Somewhat.

The Secretary of the Treasury: I em speaking of your
exchange balencee. Would it not suit you just as well?

Mr. Brewer: The balencee carried in the Reserve Bank

r.stlouisfed.org/
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would depend on whether or not it pays interest.

. The Secretary of the Treasury: Of course, the reserve
banks do not pay interest; but I am telking about the com-
pensating advantage, probably, in getting exchange, and the
parring of exchange bojween these banke, meking it un-
necessary to carry balances in the cities which now have
the preference,

Mr. Brewer: If the Reserve Bank does not pay interest,
it is my opinion that the reserves will be kept at the
minipum in the Reserve Bank, and the excess reserves will be
kept in banks which do pay interest, and when you want to
replenish your reserve in the Reserve Bank, you would send
a draft on one of your other correspondents, and vice-versa.

The Secretary of the Treasury: Well, there is something
in that, of course.

Mr. Brewer: Now I have prepared some figures showing the
amount of bueinese that a2 bank in the Northwest would have,
if you would be interested in that.

The Secretary of the Treasury: Yes, proceed.

i Mr. Brewer: The deposite of national banke in the North-
weet, the four statee, are $336,000,000; state banke

| .$233,000,000. The reserve requirements of the naticnal
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banks would be epproximately $33,000,000, and figuring that
one-half of the state banks would come in, and T think that |
is a fair assumption, I think there will be far more than
half, but figuring one-half of them come in, the reserve
requirements would be $14,800,000, or a total legal reserve
in the banke of the Northwest $46,600,000. One-half of

it kept in cash in the vailts and one-helf in the Reserve
Bank, which I think i1s a fair statement, would leave the
depoeits then of -- ‘

The Secretary of the Treasury: But your statement made
& moment ago would seem to contradict that, that if the
Reserve Banks did not pay intereet you would keep with them
the minimum depoeit required by the Act.

Mr, Brewer: That is true, but for instance, in --

The Secretary of the Treasury: That would reduce the
rescurces of the Reserve Bank meaterieslly.

Mr. Brewer: My statement s that half would be kept in
cash in the vault and perhapes half in the Reserve Bank for
currency shipments and exchange purposes. In talking with
other bankere I think thet is a fair assumption. That is
the agsumption of the law at présent, that in reserve cities

nelf the reserve must be in cash in the veult and half may
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be with banks in central reeserve cities, so I think that
practice will be largely followed. That would meke a
depoeit, then, in the Federal Reserve Bank of the Northwest
of §23,000,000, of which the Reserve Bank would be required
to keep 35 per cent, or a little over $8,000,000, leaving
depoeits or loanable funds of $15,000,000. To that would
be added the capital of $4,000,000, or & little over
£19,000,000 of loanable funde in the Reserve Bank in the
four states. To that would be added whatever government
deposits the Secretary of the Treasury made with the Reserve
Bank of the Northwest. You would alsc add the berrowing ;
power from the other banks, and you would also add to it |
the note issuing power, sc that a bank in the Northwestern
states would have ample deposits to do all the business that
is required; in fact most of the time they would have money
to loan tc the eastern reserve banks.

The Secretary of Agriculture: Will you file that with
the reporter, Mr. Brewer?

Mr. Brewer: Yes, sir. Now I also prepared figures as to
the available capital of a Northwestern banks as shown by
Mr., Latimer's figuree --

The Secretary of the Treasury: You are covering the same

p://fraser.stlouisfed.org/

_




7. H. Brewer 2613

; four states?

Mr, Brewer: Yes., Six per cent of the national banking
capital, $6,252,000, and again sssuming that half the state
banks will join —

The Secretary of the Treasury: How many state banke in

this territory are eligible to membership, have you figured
that out?

Mr, Brewer: Yes, sir.

The Secretary of the Treasury: That is, eligible under
the Act?

Mr. Brewer: There are 364 in the four states that are
eligible, and 363 that are not eligible. But of that 363,
136 are banks of more than $20,000 capital, one-third
of them, and it would be very easy for them to make the
required $§35,000,

The Secretary of the Treasury: Of course, the question
arieses here to what extent these banks have power under
their etate charters to subscribe to this sysiem.

Mr. Brewer: As Governor Lister said --

The Secretary of the Treasury: He spoke for Washington,
but I em thinkihg of Idaho, Oregon and Montana.

Mr. Brewer: That will be remedied at the next session of
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the Legislature in every state in the union, I think, I
am sure it will be in the Northwest.

The Secretary of the Treasury: Of course, thie Committee
has to act pretty quickly, and if we are to 2o on the
assumption you are presenting to us we have to know that they
&re reasonable. Ae to the state banks, it seems to me it
ie a rather violent assumption to take it that half of them
would come in right away, especially if there are legal
impediments in the way of their subscribing to the system.

Mr, Brewer: What do you mean by right of way?

The Secretary of the Treasury: We have got tc organize
these banks very shortly. We ‘hope to accomplish this within
a few monthe, anyway. It ie not to be expected that if
there are difficulties in the lawe of these different states,
that thoee lawe can be altered within the time that we will
render a decision upon this question,

Mr. Brewer: By the time you are ready to crgenize the
banks, before the final payment is due under the law, every
national benk and state bank of the four Northwestern states
will be digible to join, in my opinion.

The Secretary of the Treasury: But the law requires us

to organize these banks with & minimum of $4,000,000 capital
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and we will know within 60 daye what the absolute capital
ie to be for distribution among these districts.

Mr. Brewer: Would you be willing to zive us of the
Northwest eay 60 days to canvass the state banks and see
if we cannot raise mmough?

The Becretary of the Treasury: The question is whether
they have the legal right.

Mr. Brewer: Suppose they nationalize. A great many are
going to do that now. I know of three banks in our par-
ticular district that are going to do that,

The Secretary of the Tressury: Of course, there is no
ocbjection to those applications., They ocught to send them in
ae rapidly as they can, and they have the right now to make
the applications and present them to the Organization
Committee; and as a matter of fact the Committee is sending
to all the state banks in the country the form of resolution
and the formal action necessary to be taken by them %o
acquire membership in the Federal Reerve system; so they
will have an opportunity to express their opinion within the
time required.

Mr. Brewer: That is very true, but a great many of them

take the stand that it is not neceesary to hurry, that the
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national banke have to hurry and the state banks do not.

The Secretary of the Treasury: Exactly, and that is the
reason the Committee cannot assume they will come in within
the time we have to consider this propesition.

The Secretary of Agriculture: Have they considered the
further fact, that unless they do take steps to come in they
will have no voice in the selection of the first directors?

The Secretary of the Treasury: And officers.

Mr, Brewer: I do not think that has been considered very
much by the state banke, but I think it is an entirely safe
assunption that three-fours of the state bankes which are
eligible will join this system within two years.

The Secretary of the Treasury: You would not have us
postpone action so 1qﬁg, would you?

Mr, Brewer: I think that assumption can be made as safely
as & man who is building & building will say he will get
tenants for it, or as the man who built the Hudson Tunnel
would say, people would desert the ferryboats and go to the
tunnel. I think the assumption is just as safe in one case
as in the other,

The Secretary of the Treasury: Well, in the one case

there was no law compelling action within a given time, and
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here there is a law compelling us not to proceed upon
assumptions but upon a definite basis, so we are a little
bit handicapped.

Mr. Brewer: Yes, but the law permites you to throw the
subscription open to the public, and as has been stated,
the public would grab at the chance to subscribe to the
Federal Bank, and I think it is up to the Secrestaries,
because the capital can be easily subscribed in the North-
west.

The Secretary of the Treasury: Well, the interpretation
of the Act may not be as you put it exactly. However, you
may proceed with your statement.

Mr, Brewer: I wanted to state in behalf of Spokane that,
as has been stated, Spokane is the geographical centre of
the territory. Within 12 hours of Spokane are all the
large banks of the district. In times of panic, as for
instance we had in 1907, if a bank should discover that
there were clouds in the horizon, and they wented funds in
the afternoon, they could wire the Federal Reserve Bank in
S8pokane and the next morning, in three-guarters of the
dietrict, they could have the money to do business. It

seems to me that is a strong peint in favor of the location
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of the bank there, East of the Cascade Mountains are

three-fifthe of the banks of the territory, and two=fifths
are west of the Cascades. Spokane is the farm mortgage
centre of the Northwest. There are now held by Spokane
mortgage companies $37,000,000 of Mortgzages, and the annual
businese handled in Spokane is something over $§7,000,000,
If a Regional Bank were established at Spokane, for instance,
the directors of that bank, as has been pointed out, would
be men who are familiar with the neede of the district.
They are familiar with the lumber; and there is lumber
industry in all of the four states. They are familiar with
the grain, because there are gzrain interssts in all the
four states. They are familiar with horticulture, because
fruit ie raised in all four states.

The Secretary of the Treasury: Would not that be true
if you had the bank at Seattle?

Mr/ Brewer: That part of it would apply perhaps as well,
except that the Seattle people know very much less sbout
the interior than the interior people know about the coast
(laughter)

The Secretary of Agrioulturs: But your directors would be
drawn from the entire district.
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Mr, Brewsr: That is true. I wae talking th the cashier
of a Seattle bank yesterday who has been cashier of 2 bank
here for twenty odd years, and he said he had been in Spokane
once in that time. He knowse nothing about the interior.

The Secretary of Agriculture: And yet you want to teke
it eastward, and they do not go there.

Mr. Brewer: They should be acquainted with the state.

The Secretary of the Treasury: He betrays an extraordinary
lack of appreclation of Spokane, doesn't he?

Mr. Brewer: Yes, indeed. Spokane, as you of course know,
has grown, in common with the rest of the Northwest. The
deposits ten years ago were $5,000,000 and now they are
$31,000,000. The city has grown from 37,000 in 1900 to
104,000 in 1810, The interior district has grown in this
same proportion, And we feel that with Montena in the
Northwest district more banks could be served quickly and
economically from Spokane than any other part of the
district; that it will cost & small bank a good deal of
money to go to the Federal Reserve Bank with its re-discount,
if it is located away off in one cornmer of the district,
while if it is located conveniently, where they can take a

night train and in the morning be at the Federal Reserve Bank
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the expense both of time and of money ies very little.

The Secretary of the Treasury:l Have you anything else
to suggest?

Mr. Brewer: 1I have a few maps I would like to file,
showing the situation (laughter).

The Secretary of the Treasury: Just file them.

Mr. Brewer: I would like to say in defense of our maps,
that 1t was impoesible to get the Secretaries to stop at
Spokane. We do not know that they know a thing in the world
about Spokane except what we tell thsm,.and 8o we show then
mape of the district and them they will see at a glance
quicker than they could by & whole half day of testimoeny.

The Secrstary of Agriculture: I am very fond of maps.

The Secretary of the Treasury: We like maps, really, I
prefer to have the, because they really idlustrate points
and bring them out more forelbly, frequently, than anything
else.

(The maps were accordingly filed.)

¥r. Brewer: I would like to make one further sugesestion,
that you remember, in attaching the Northwest, particularly
Spokane, to San Francisco or to the east, that it is very

wuch easier to go from Minneapolis to Boston, it takes 11
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hours lees time to go from Minneapolis to Boston than to
go from Spokane to San Francisco, and further than that,
you have your choice of six or eight different railroads,
while here we go over one road which goes over mountains
which are frequently blocked in winter.

The Secretary of the Treasury: Notwithstanding, you are
willing to take San Francisce as your third choice?

Mr. Brewer: We feel that in that case we will not get
anything like the use of the Reserve Bank that we would if
it were located somewhere else. And we felt that the
purpose of this Act was to put the banke where they were
close of access. It was frequently stated on the floors of
Congress that they would be located so that no bank would be
more than 24 hours from the Regional Bank, and in the case
of San Francisco it would be 48 hours.

The Secretary of the Treasury: We do not recall, at
least I do not reoﬁll, that stetement, but however that may
be, it would not be binding on the Committee, of course.

Mr. Brewer: There are & good many statementes meade in
Congress, of course.

The Secretary of the Treasury: Have you anything else %o

offer?
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Mr, Brewer: No.

The Secretary of Agriculture: I might say to you, Mr. |
Brewer and Mr. Durham, that if there 1s anything else you i
desire to submit, in view of what has been said here, we

will be delighted to have you file anything in the way of a
brief.

STATEMENT OF G. C. CORBALEY.

Mr. Corbaley: There is just one point I wish to make,
and this is not as to any section, but as to the claim for
a Northwestern bank. As you know, the question of the
Northwestern bank is a pretty serious business to the
business interests of this courtry. Oregon, Washington and
the northern part of Idaho, so far as we know, are very
determined that they want 2 Northwestern bank., Mr. Brewer
brought up the matter of interesting state banks in this
system. That has been talked in all the banking centres,
and I think that the state banks and the general dispostion
of the state banks is to go intc a Regional Bank, and of
course, naturally, & Northwestern Bank, which is the angle
from which we have talked.

Now the point is thie. Apparently, that is inferentially

|
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from the questions you have asked, you gentlemen are up

against a problem to begin with, that there is insufficient
! capital in the Northwestern district to finmance a bank,

and that is that Montana objectes to going with the Northwest

the three states which want to go in with her; that is

inferentially, and that as an assertion of your feeling,

the three states are to be put where they do not want to go.
That, we believe, by reason of our balances and resources,
ie gzoing to do vioclence to our finance. We may be wrong
’ about it. That is a matter which can only be worked out
with the development of the Act. But our banking interests |
feel as a rule that it is very much to #x the business intereit
of the Northwest that there be a Northwestern district, and
the state banks, 75 per cent of them, in the larger centres
are disposed to go intoc the system, either by nationalization
or by the state authority.

If your disposition is to establish a Northwestern
bank, providing there is $4,000,000 capital, or practically
L go, if that could be indicated to the Northwestern states

I think there is no question whatever about the immediate
|

subseribing of & great many of these banks. Whereas, while
| the matter is up in the air, they are disposed to let it
i:
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drift. The capital is here. There is no use of going to
these men and putting up to them the situation, if 2 North-
western bank cannot be created. But if it is practical

to create a Northwestern bank with $4,000,000 capital, that
capital can be secured from the state banks and by the
national banks. There is no question in the minds of the
banking interests of the Northweet but what the district can
finance iteelf and the stock be taken.

The Secretary of the Treasury: These etate banks have
their opportunity now to say whether they widl come in or
nét, because the Committee has sent to them, as I said
l before, and probably they are receiving them now, the formal
aciian they must take in order to get into the system.

Mr. Corbaley: Their disposition is very different toward
a bank that they will believe in rather than toward a branch
bank giving service over one line of rails between here and

San Francisco, where ho business is being done, and over 2

b

branch line that runs through mountains, and that is stopped

—mT-

by esnow in the winter.

The Secretary of the Treasury: All the national banks are
joining without knowing where they are to be put.
i ¥r. Corbaley: And the etate banks have a leeway and
Eigitized for FRA§ER

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis S —




| m

RS i

igitized for FRASER
ttp://fraser.stlouisfed.org/

ral Reserve Bank of St. Louis

G. C. Corbaley 3835

naturally they will take it.

The Becretary of the Treasury: Yes, and I suppose, until
the laws of the different states have been settled affir-
mdtively as to their right to subscribe, they will take
that attitude.

Mr. Corbaley: The disposition is to act much more
rapidly than that, I think.

The Secretary of the Treasury: Naturally, they cannot
subecribe until they get the legal right.

Hr. Corbaley: Well, that was the only point in comnection
with it. The state banke are disposed to go in, but if
they are to be tied in with San Francisco, they will not
have the disposition to go in that they would if the bank

were located in the Northwest.
STATEMENT OF A. K. KEELER.

The Secretary of Agriculture: You maey state your full
name, Mr. Keller,,and your occupation.

Mr. Keller: A, K, Keller, Weiser, Cashier of the Firet
National Bank.

The Seéretary of Agriculture: Vhat are your wishes in

this matter? What do you represent?
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A, X. Keller

Mr. Keller: I can only say that I am representing our
om institution, and I have not any credentials here from
any other.

The Secretary of Agriculture: Is it a state or national
bank?

Mr. Keller: The First National Bank.

The Secretary of Agriculture: How many banks have you?

Mr., Keller: Three banks in the town, two national and
one state.

The Secretary of Agrioultur!: What is your view on this
subject?

Mr. Keller: Well, wa‘take this position, that the country
weet of the Rocky Mountains is large enough for two Regional
Banks, We concede that one #f them must, of necessity, go
to San Francisco, and we would like to see the other one in
this Northwest territory.

The Secretary of Agriculture: You are an advocate of a
Northwest Regional Bank?

Mr. Keller: Yes.

The Secretary of Agriculture: Where would you like to

3

see it located?
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Mr. Keller: We think if thers are to be two, one on the
coast is sufficient. We _live in this great intermountain
district between the Rockies and the Cascades, a country
which hae ite own peculiar conditions, and we believe we
would be better served by 2 bank located within the inter-
mountain district.

The Secretary of the Treasury: Where, for inetance?

Mr, Keller Well, Spokane, for instance. Now I might
say this, that southern Idaho originally was a sage brush
country that has been brought under cultivation by the
irrigation system. Originally it was a large stock, sheep
and cattle country. The sheep and the wecol are shipped east.
The cattle and hogs go west and northwest. We are now
growing into more of a farming country. We raise a great
deal of fruit and in the last year that has been financed at
Spokane to & great extent end shipped through a Spokane
agency. Some of this, however, has gone through Portland.

We have little or no business connections with San
Francisco. The wholesaling that is done in our section is
perhaps divided up into a great many different sections.
Spokane, Portland, Salt Lake City, Omaha and Chicago sell

in our territory.
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The Becretary of the Treasury: What would be your
second choice?

Mr. Keller: Well, almost any city in the Northwest.

The Secretary of the Treasury: I understood that any
city in the Northwest would be your first choice.

Mr. Keller: 8Spokane is our firset choice.

The Secretary of the Treasury: What would be gour second
choice, outside of the Northwest, I mean; would it be Denver
or Salt Lake City or San Francisco?

Mr. Keller: VWell, we have no business in common with
Denver, I am at a little of a loss to know. Possibly, on
account of its being west of the Rocky Mountains we should
say San Francisco, although we have & great deal more
busineses and are better acquainted with Chicago or some
other point east than we would be with San Francisco.

The Secoretary of Agriculture: How would you get to San
Franclesco?

Mr. Keller: We would have to go either by way of Ogden
and then west, or to Portland and then south. We are about
14 to 16 hours from Portland, and I am not posted as to the
time, but I think it is nearly 48 hours from our town 1o

S8an Francisco.
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The Secretary of the Treasury: How long does it take to
go to Spokane?

Mr. Keller: Ve are about the same mileage from Weiser to
Spokane as from Weiser to Portland.

The Secretary of the Treasury: But you do not get the
connections, do you?

Mr. Xeller: Not under present conditions, quite as good
connections. We are a little closer, by’ a few hours, to
Portland, on account of the present railroad conditions.
We are looking forward, however, to having a much shorter
distance to Spokane,

The Secretary of the Treasury: Where do you keep your
reserves now?

Mr. Keller: New York, Chicagoc and Spokane, and we have
to carry a Portland account.

The Secretary of the Treasury: A Portland account?

Mr. Keller: Yes.

The Secretary of the Treasury: Where do you carry the
bulk of your ressrves?

Mr. Keller: I should say Chicago.

The Secretary of the Treasury: lhat.percentaga of them
are there?
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Mr. Keller: Possibly 30 per cent.

The Secretary of the Treasury: How much in New York?

Mr. Keller: Possibly -- well, we will say 35 per cent
in Chicago and 35 per cent in New York.

The Secretary of the Treasury: That is 60 per cent.

Where is the rest?

Mr., Keller: The rest would be divided between the western
accounts.

The Secretary of the Treasury: 20 per cent in Spokane
and 30 per cent in Portland?

Mr. Keller: Possibly that would be a fair break.

The Secretary of the Treasury: Poesibly?

Mr. Keller: Yes. I have not figured that out, but I am
giving you an estimate that thet would be a fair division.

The Secretary of Agriculture: Do you kmow the attitude
of the other banks in your city?

Mr. Keller: No, I would not speak as to that. Of course,
the state bank is not considering it at this time, on account
of the State Banking Law, which does not permit them to
invest more than five per cent of their capital in stock of
other corporations, and until the law is changed I do not

think that they are considering it.
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|

The Secretary of Agriculture: Is there anybody here
that can speak for Idaho as a whole?

Mr. Keller: Mr., Thomson of Lewiston is the preeident
of the State Bankers' Association, and I think he has gotten
into communication with a number of the banks. I think
southern Idaho is somewhat divided, however, as to their
location. I could mention possibly a few other locations
which favor Spokane, but it is just from perscnal conver-
sations with the local bankers, and I am not prepared to
spe#k for them.

The Secretary of Agriculture: Perhaps if we could hear
frox Mr. Thomson, he could throw some light on the question. |

Mr. Keller: Yes, I think ne could give you that infor-
mation,

The Secretary of Agriculture: Mr. Thomson.
STATEMENT OF WM. THOMSON.

The Secretary of Agriculture: You may state your full
name, residence and occupation.

Mr. Thomeon: William Thomson, President of the Lewiston
National Bank, and I am president of the Idaho Bankers'

Association.
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The Secretary of Agriculture: You are just on the north-
western line of Idaho?

Mr. Thomson: Yes, cn the line betwsen Washington and
Idaho, on the Snake River.

The Becretary of the Treasury: How many banks are there
in your city?

Mr. Thomson: We have four banks in Lewiston.

The Secretary of the Treasury: State or national?

Mr. Thomson: Three national and one state.

The Secretary of the Treasury: What is your view of this
problem that we are discussing, and your wish? Do you
represent, may I ask, any association or bedy?

Mr. Thomson: I am president of the Idaho Bankers' Asso-
ciation. As an association we did not take this matter up, j
but persconally I sent out telegrams to about 50 banks in
the state, both national and state, asking what their desire
was &8 tc the formation of a Northwestern district, without
regéerd to where the ressrve centre would be. Practically
all the banke in Idaho wish to be in this proposed North-
western district, providine sufficient capital could be had

80 that we could have a district. There were three of them

that stated that they desired to be tied on to additional
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states, embracing seven states, with San Francisco as the

centre.

-

The Secretary of Agriculture: Did you say you sent cut a
letter to these banks?

Mr. Thomeon: I sent a telegram.
The Secretary of Agriculture: Could you file a copy of

that telegram?

Mr. Thomson: I can, and also their replies. I have them
with me.

The Secoretary of Agriculture: We would be wery glad if
you would do that. Have you it with you, so we could see
the telegram?

Mr. Themson: In the telegram I just asked the question
whether they were in favor of a Northwestern region
embracing the four Northwestern states, and I have the
repliee.

The Secretary of the Treasury: You did not give them the
opportunity to exprees themselves on any other question?

Mr. Thomson: No, I did not ask them the question. Here
are some of the replies,

The Seoretary of the Treasury: Let us see the telegram

that you eent.
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Mr. Thomeony I have not got it with me. This is all it
was: "Are you in favor of the Northwestern district em-

bracing the four Northwestern states?” A few of them

expressed in the telegram their preference for a location.

For instance, I have the Caldwell Commercial Bank, and they

Digitized for FRASER

favor the seven states,

The Secretary of Agriculture: TWith San Francisco as the
headquarters?

Mr, Tﬁomaan: With San Franciscc aes the headquerters, and
if the four North states are to be separated, they favor
Portland. Now in the southern part of the state the
trend of businees ie mostly toward Portlend, and the bankes
in the southein part of the state, I know, from having
communicated witkh them, favor Portlend. In the northerm
part of the etate the benke sre practically unanimously in
favor of Spokane., In Lewiston 60 per cent of our business
ie done with Spokene, 24 per cent is with Portlend, 4 per
cent with Seattle, 2 per cent with San Francisco, and only
10 per cent with eastern points.

The Secretary of Agriculture: BHow far are ycu from
Spokane?

Mr. Thomson: Seven hours.
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The Secretary of Agriculture: Do you know what the view of
the bankers and busineees men in esouthern Idaho ie with
reference to the eastern points?

Mr. Thomson: The attitude of practically all of scuthern
Idahe 1e in favor of the Northwest, if a bank of sufficient
capital can be had, but they are divided as to the place.
Scuthern Idaho will moetly support Portlend, In the terri-
tory where I am, on account of ease of access, we prefer
Spokane, and the bulk of our business is with Spokene.

The Secretary of Agriculture: Suppose it were found to
be impoesible to locate one of these Reserve Banks in the
northwest, whet would be the choice of Idsho?

Mr. Thomecn: San Francisco,

The Secretery of Agriculture: Rather then an eastern
peint?

Mr, Thoumson: -Rsther than an eastern point, providing we
could have an accessible branch in the northwest.

The Secretery of Agriculture: In case & Regional Bank
were not established in the Northwest, where would you want
& branch? Your first choice would be Spokene?

Mr., Thomeon: My firet choice would be Spokane, and my

gsecond choice Portlend. And the banks in the region
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where I am, their second chocice, we have about five counties
that do business through Lewiston, and we are sort of a
clearing house for them, and they would favor Portland,
because it is easier of access.

The Secretary of Agriculture: Where does Idaho dc the
great volume of ite business?

Mr. Thomeon: The businese in Idaho -- we have
$23,500,000 which comes in from the mines, and thet is from
the Coeur d'Alenes. The grain ie a little over $21,000,000,
That is all practically shipped to the coast.

The Secretary of Agriculture: To this coast?

Mr. Thomeocn: Yee, and most of it goes to Portland,

The Secretary of the Treasury: How about the products of
the mines?

Mr. Thomson: Mr. Tinkle is from the mining country and
he will follow me. We have about three and 2 half million
dollars of potatoes that are shipped to various places, and
$17,00Q,000 in live stock. A good deal of the live stock
is shipped to Portlend, some tc Seattle, some to Spokene,
and eome of it to the east, to Omaha.

The Secretary of the Treasury: What percentege should you

say comes west?
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Mr. Thomson: Of the live stock?

The Secretary of the Treasury: Yes.

Mr. Thomson: Well, in the distriét where I am, and on
account of the railrcad facilitiee, practically all of it
goes weet. In scuthern Idaho a good deal of it goes to
Omaha.,

The Secretary of the Treasuryf: And Denver?

Mr. Thomeon: Some of it tc Denver, yes. We have
$17,000,000 coming from Live stock, and $11,000,000 from
lumber, and $2,500,000 from chickens.

The Secretary of Agriculture: Will you file with us any
matter in addition? Have you anything in addition tc those
telegrams?

Mr. Thomeon: No.

The Secretary of Agriculture: Will you kindly let use
have the telegrame that you received.

Mr. Thomson: Yes.

(The telegrame Bbove referred to were then filed by

Mr. Thomson.)
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|
|
(The following is a copy of telegram sent by Mr. Wm. i
Thomeon to the bankers of Idaho.) i

"Do you favor formetion of a Northwest Regional district
embracing four Northwestern States.

¥m., Thomson."

(To which the following are some of the replies.)

"Favor Seven States West Rocky Mountaine centered in
Frisco if four Northwest States to be separated favor
Pertland center. Caldwell Com'l Bank."

"At Clearing House meeting held today Boise Banke passed
resclution favoringe Reeerve Bank for Northweet States,
tc be located at Portlend amd are eending representatives
to meet with Board the Thirtieth., 1I. H{ Parsons,”

"We are in favor of the establishment of & Northwest
Regional Reserve District embracing Four Northwestemmn
8tates. Wallace National Bank.”

"Yes. Bank Camee Prairie, Grangeville, Idaho,"

"Yes, if possible to get it. Firet National Bank,
Wallace, Idaho."

"We are in favor of the establishment of the Northwest
Regional Reserve District embracing four Northwest States.

Farmer State Bank, Perce, Idaho."
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"We are in favor of the establishment of a Regionsal
Reserve District embracing the four Northweet States.
Idaho State Bank, Ilo, Idaho."

"We are in favor of Northwest Regicnal Reserve district.
Firet Naticnal Bank, Cottonwood, Idaho."

"Yes, have endorsed Spokane for location. First
Nationak Bank of Nampe, Idaho," | <.

"Have already endcrsed the creation of such & district
with Spokane as seat of the Regional Bank; if this camnot
be accompliehed would recommend Idaho, Washington and Oregan
joining San Francisco with a branch bank to serve three
Northern Statee. First Trust & Savings Bank, Moscow, Idaho."

"Answer yee to your telegram yesterday. First National
Bank, Fayette National Bank, Fruitland State Bank, Fayette,
Idaho."

"Answering your telegram we are decidedly in favor of a
Northwest Regional Reserve District embracing four Korth-
western States. First National Bank of Moecow, Idaho."

"In answer to your telegram this Bank would say yes
in large lettere. First Netional Bank, Weiser, Idaho."

"We are in favor of a Northwest Regional Reserve

dietrict., Union State Bank, Bezperce, Idaho."
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"Are waiting further development before deciding
definitely. If sufficient capital can be obtained to
make such banke one comparative strength usefulness and
dignity, we are., If this cannot be accomplished we had
better inclyde Califcrnia, Nevada, Utah; if four Northwest
States wé favor Portland for location. First National

Bank, Grangeville, Idaho."

STATEMENT OF F, W, TINKEL.

The Secretary of Agriculture: Mr. finkal; we will hear
from you now, You may give your full neme, residence and
occupation.

Mr. Tinkel: F. W, Tinkel, President of the Firet National
Bank, Coeur d'Alene, Idaho.

The Secretary of Agriculture: Do you represent any
aesociation?

Mr. Tinkel: I come with & resclution from the Coeur
d'Alene Clearing House Aesociation.

The Secretary of Agriculture: How many banks have you
there?

Mr. Tinkel: We have four banke in Coeur d'Alene.
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The Secretary of Apriculture: State or national? |
Mr. Tinkel: Two state an¢ two national, } ?
The Secretary of Agriculture: Do all the banks belong ' |
to the Clearing House Association? |
Mr. Tinkel: Yes, sir. Would you care to loock at the
resolution?
The Secretary of Agriculture: Just read it toc us, if you
will.
Mr. Tinkel: (Reading):
RESOLUTION,
WHEREAS under a recent law enacted by the Congress of ?
the United States, provision was made for not more than
twelve regional banks to be distributed throughout the |
various states, the purpose being to select such lecations
as to accommodate the greateet number of people;
AND, WHEREAS, the City of Spokane, in the State of
Washington, is so located as to be easily accessible from
all pointe in the Pacific Northweet;
THEREFORE, Be it Resolved that the Coeur d'Alene
Clearing House Asscciation unqualifiedly endorees the City
of Spokane as the logical location for the Regional

| Bank for the Pacific Northwest;
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AND, BE IT FURTHER RESOLVED that said Clearing House
Aesccietion respectfully requeste an unbissed investigation
and consideration of the authorities as to the claims and
merite of ESpokane as the logical location for & Regional

Bank,

Dated et Coeur d%Alene, Idaho, this 27th day of January,
1914,
Coeur d'Alene Clearing House Association,
By Rose Black, President.
Ira H. Shally, Secretary."
The Secretary of Agriculture: How far are yocu from
Spokane?
Mr. Tinkel: 33 miles.
The Secretary of Agriculture: What is the volume of
bueinese at your city?
Mr, Tinkel: In the bamking business, you mean, with
Spokane?
The Secretary of Agriculture: The mining bueiness.
Mr. Tinkel: Well, Mr. Thomson stated I was in a mining
country, but he is really mistaken, because our city and
county are not in a mining country, like the country known

a8 the mining country, which is really located at Shoshone
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county, although I have the expression from all the banks
of Shoshone County as to their preference for the location
of a Regional Bank,

The Secretery of Agriculture: Where is that business
financed?

Mr., Tinkel: Their stetemente made to me show that by
far their largest balances are in Spokane bankse.

The Secretary of Agriculture: Your firet choice is for a
Northwestern district with Spokane as the centre?

Mr. Tinkel: All the banke in those two counties, 18 in
number, decidedly want a Northwestern bank embracing the
four states, with Spokane as the banking point.

The Secretary of Agriculture: What would be your second
choice? _

Mr. Tinkel: The Second choice would be Seattle.

The Secretery of Agriculture: And your third?

Mr., Tinkel: I pfalume that would be San Francisco.

The Secretary of Agriculture: You endorse what has been
said about the section in general, but endorse Spokane &s
the location?

Mr. Tinkel: Yes, sir.

The Secretary of Agriculture: Is there anything else
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you wish to present?
Mr. Tinkel: I presume you would not probably care to
have these figures read, in regard to the amount of bank
balencee carried by these 18 banks with the cities under
consideration.
‘The Secretary of Agriculture: Yes, ybu mey do that.
Mr. Tinkel: I will etate these figurees were furnished to
me by the banke themselves. I will just read the totals.
It shows average bank balences carried in banks in Spokane
to be $6840,000, Drafts drawn per month by these banks on
Spokane $2,148,335. At Portland the average balances
carried by these 18 banke are $71,000, |
The Secretary of Agriculture: As against $640,000 in [
Spokane? ?
Mr. Tinkel: $640,000. Drafte drawn per month on Portland;
$113,335, Averaéi balencee carried in Seattle $19,000. |
The Secretery of Agriculture: Your connections are
principally with Spokane?
Mr. Tinkel: Yes, Drafte drawn on Seattle $35,500.
Minreapolis or St. Paul $23,000 balances and drafte dramn
per month $35,000. Average balances in San Francisco

$30,500 and drafts drawn per month $39,500.

Digitized for FRASER
http://fraser.ﬁrlfl)uisfed.org/
Federal Reserve Bank of St. Louis



" F. W. Tinkel, 2645

The Secretary of Agriculture: Please file that, Mr.
Tinkel.

(The paper was accordingly filed.)
STATEMERT OF T. J. HUMBIRD,

The Secretary of Agriculture: Mr. Humbird, please state
your full name, residence and occupation?

Mr. Humbird: T. J. Humbird, President of Humbird
Lumber Company, Sand Peint, Idaho.

The Secretary of Agriculture: How far are you from Spokane?

Mr, Humbird: 69 miles.

The Secretary of Agriculture: What business or industry
de you represent?

Mr, Humbird: Lumber intereste. We are menufacturers of
lumber,

The Secretery of Agriculture: You are economically a part
of Spokane, are you not?

Mr. Bumbird, I would say so.

The Becretary of Agriculture: Can you give us any
additional facts bearing on this problem, Nr. Bumbird? '

Mr. Humbird: Along what particular line, would you say?

The Secretary of Agriculture: Well, what do you desire to
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sugegest to the Committee?

Mr. Bumbird: Ae representing the lumber industry of
Ideho, which covers the northern part of the state, the
southern part not being timbered, our preference would
naturally be for Spokane, largely because of ite convenience
and then because our operations are financed very largely
by Spokane banks.

The Secretary of Agriculture: Where does your lumber go?

Mr, Humbird: Our lumber practically all goes east, a
portion of it going intc almost all of the esstern states.

I will say further that the character of our lumber being
pine largely, it ie the same as that of Oregon and Washing-
ton,lying east of the Cascade Mountains and Western

¥ontana, ae we. 2all it, the Inland Empire. The character

of the timber grown in the territory is similar in character,
being pine ae against the fir of the coast west of the
Cascades.,

The Secretary of Agriculture: Could you tell us about
what the volume of that bueinese is in that part of Idaho?

Mr., Humbird: Outside of Idaho?

The Secretary of Agriculture: No, in Idaho, especially in

the northern part,
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Mr. Humbird: I could not anewer to the amount produced
in Tdaho. I would eay in what is called the Inland Empire,
where the eame kind i€ produced, about a billion and a half

feet.

The Secretary of Agriculture: In dollars, can you give
ue the equivalent?

Mr. Humbird: Preeumably it would amount to from $12 to
$15 per thousand feet. That would be nearly two billion

dollars.

The Secretary of Agriculture: That ie pretty high, is it
not?

Mr. Bumbird: It is a billion and a half feet at $13
to §15 a thousand feet.

The Secretery of Agriculture: The Board will not under-
take to work that out at the present time.

The Secretary of the Treasury: About $13,000,000, is it
not?

The Secretary of Agriculture: Do you require much credit
to handle this?

Mr. Humbird: All we can get. Ae a matter of fact, our
timber in thie particular district, the majority of it, is

pleced in the piles and remeins in the piles an average, I
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would eay, of about a yeer, necessitating, of course, our
borrowing money to carry it over for that periocd. The
majority of our product is not kilr dried. We carry very
much larger stocke than is necessary on the coast., I presume
that the stocke the same concerms will carry will average
three or four times as much, meking 2 very much longer period:
for the turn-over than would be necessary on the Coast.

The Secretary of Agriculture: And what do yocu depend on
for carrying thie business, what aontrel?'

Mr. Humbird: That is for financing?

The Secretary of Agriculture: Yes.

Mr. Humbird: Spokane, very largely.

The Secretary of Agriculture: Do you have to go ogtside
of this section?

Mr. Bumbird: Some of us who have eastern stockholders,
ask them to aid ue with their banks in the east, and more |
particularly in the Middle Weet, I would eay, rather than in
the east, Minnesota, Michigan and Wisconein partiocularly.

The Secretery of Agriculture: What is the period of your
greatest demand, does it extend over the year?

¥Mr. Humbird: Yes. Our operators, however, are confined

to about eight to nine months of the year. During the
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winter season we are not mﬁnuracturing, although we are
shipping, and during that period when we are not manufactur-
ing we are employing cur men and capital in the woods in
getting in the next season's cut, so we employ about the
same number of men the year around. l

The Secretary of Agriculture: Do you do much businese
west of the mountains?

Mr, Bumbird: Practically none.

The Secretary of Agriculture: What would be your second
choice of a centre?

Mr, Humbird: Speeking individually now?

The Secretary of Agriculture: TYés.

Mr, Humbird: Portland and Seattle are equelly distant,
so far as northern Idaho is concerned, in my particular
dietrict. I do not know as it would make any difference.

The Secretary of Agriculture: Would your second choice
be a northwestern city or & city to the east?

Mr, Humbird: A Northwestern city. I feel that they kmow
our conditicns very much beteer than the eastern cities, and
are in closer touch with our needs.

'j The Secretary of Agriculture: Ie there anything else you
|

desire to submit?
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Mr, Humbird: Nothing that I think of.

The Secretery of Agriculture: What would be ycur third i !
choice, if it came to that?

Mr. Humbird: 8San Francisco,

The Secretary of Agriculture: We thank you very much,

The Secretary of the Treasury: That completes the list
of witnesses who have been submitted to us, but before the
Committee adjournse, I desire to give anybody who wishes to
be heard an opportunity. Anybody who can shed any new
light on the subject. I see Mr. Titlow of Tacoma, is here.

Ve did not hear from him. You were not here this morning, I

believe, Mr. Titlow,
STATEMENT OF A, R, TITLOW, !

The Secretary of the Treasury: State your full name,
occupation and address, Mr. Titlow?

Mr, Titlow: A. R. Titlow; I am an Agriculturist first,
and second a hotel keeper,and third, I practice law when I amé
not engaged in the other occupations.

The Secretary of Agriculture: You are not afagmer?

Mr, Titlow: ©No, sir, an agriculturist. I presune,

Professor, that you understand the distinction.
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The Secretary of Agriculture: Yes.

Mr, Titlow: I do not know whether I can add anything
particularly new or not, There are one or two other things
which I think have been possibly overlocked. One is the
manufacturing industry of the northwest, and particularly
the State of Washington, Lumber was spoken of, and I think
that is about the only manufactured article which has been
mentioned,

Now the fact is that the State of Washington alone
manufactures between $350,000,000 and $300,000,000 worth
of goods every year, that ie, I should say dewn to the
present time, Of that, of course, the $90,000,000 that i
¥r. Backus has spoken of is included in that amount. Our
water shipments from Puget Sound alone, so far as we can
ascertain from the government statistics, which were published
the 30th of last June, amounted to $114,000,000 to
$120,000,000.

The Secretary of the Treasury: Is not all that statistical |
data before ue? |
The Secretary of Agriculture: We have that already here.
The Secretary of the Treasury: Everything that we have of

that kind here we do not care to have repeated, because it is
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lost motion. Anything that is not included in thie
statistical data we have had all day, we would be glad to
hear,

Mr, Titlow: I was not here and I did not know about that.

The Secretary of the Treasury: I do not think anything
has been omitted,

Mr, Titlow: Just correct me on anything, and I will
not feel offended at all,

The Secretary pf the Treasury: Yes,

Mr, Titlow: The rail ncommerce has not been shown, rlt
is 1mpoasibie for us to tell, unless the Public Service
Commission or the Railroad Commissions cof the different
gtates could give us that information, Whether or not they
can, I do not know, But it ie safe to say this, at least
three times of the water shipments are rail shipments, which
of course makes a very handsome sum,

Now in addition to that, the business of the United
States has not been touched upon in this supposed or
proposed district. 4And in that would be included, of
course, the post office department, the Internal Revenue
collections, and also the customs that ware collected from
the port of Puget Sound and also the port of Portland, We
Digitized for FRASER

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



ec A, R. Titlow 2653

have, of course, a mumber of sub-ports in Puget Sound, but
when we speak of the port of Puget Sound that includes
everything on Puget Sound, The Internal Revenue collect-
ions are as follows: This is the latest data we have at
hand from the GCovernment reports: Oregon $893,931.74;
Alaska and Washington, which constitutes this district;
$1,385,472,73; Idaho, Utah and Montana, $405,937,.61.

Now then on the postal matters we Bave not a complete
report and cannot get a complete report of that, but we can

give you some of the larger cities:

Billings, Montana, $65,57¢9.
Butte, Montana, $161,768.
Great Falls, Montana, $ 85,375.
Helena, Montana, $ 94,372,
Missoula, Montana, ¢ 55,443,
Portland, Oregon, $1,183,544,
Salem, Oregon, $ 73,479,
Bellingham, Washington, $ 74,928,
Everett, $ 78,728,
North Yakima, $ 61,3998,
Seattle, Wash, $1, 344,248,
Spokane, Wash, $503, 694,
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Tacoma, Wagh, $283,599,
Walla, Wlla, . § 53,014,

The Secretary of the Treazsury: Just file those figures.
It is impossible to carry thoee in cur heads. Just let
it become an exhibit,

(The paper was accordingly filed.)

Mr, Titlow: Very well, I want to say thie, however, and
do want to call attention to the magnitude of the federal
business in this Northwestern country, including the business
of the United States as well =2s other business outside of
the Federal business., Now then I thizi,yzgeaaa, a8
far as statietics are concerned, I heartily agree with Mr,
Keleher, that there should be 2 full number of districts
established originally, for the reason, as suggested by
him, that it is going togzery haréd indeed to uprocot or
unsettle them and very disadvantageous to thése who have
established business and commercial relations after the
districts have once been established.

As to the Northwest, we believe there should be two
banks on the Coasty It is conceded by all of ue that one

of those ghould be at San Francieco, serving not only

California but the adjacent territory. And as to the
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Northwest, we are an Fmpire in ourselves. The varicus
industries we have here and the rapid increase that we have
in business and in population seems to me demands that we
should have at deast twc districts on the Pacific Coast,
In that comection it has been asserted that Montana would
be done an injustice. That possibly may be true in a sense but
what is the injustice done to the balance of those four
Northwestern states as compared to the injustice dene to
Montana? It i1s conceded by Montana that as far as that state
is concerned, the trade now is trending westward and increas-
ing at a rapid rate?

The Secretary of the Treasury: I did not so understard
the testimony, They said it was increzsing very slowly.

Mr, Titlow: Well] it has been on the increase, because
we used to get no trade at all from Montana, so it neces-
sarily must be an increase, if there is any business at all.

The Secretary of the Treasury: But they say it is in-
creasing slowly and not very rapidly. You said rapidly.
The testimony is that it is increasing slowly. That is the
only difference,

Mr, Titlow: Very well, that may be true, and that is true

poesibly in actual verbiage, but this is also true, that the
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Reserve Bank established here, it must be conceded, is for
the purpose of a money centre and to a certain sxtent around
that money centre will necessarily gather trade, and that
will increase the trade.

The Secretary of the Treasury:’ All this is purely argu-
mentative, Mr, Titlow, and if you have any adcitional facts
or figures now which would illugpinate thie subject, we would
be glad to hear them, but the suggestions you are making to
us now in the way of an argument are the things this Committee
has to consider when it takes up the whole question and
considers the facts amd figures, and I do not think it sheds
any light on the question, Other gentlemen want to be
heard, so we have to cut off anything that does not relate
directly to the problen at hand,

Mr, Titlow: Very well., I think I have suggested the
new features, One is the manufacturing feature and the
other is the commerce of railrocads, which has not been
touched upon, axcept in connection with the lumber industry.

The Secretary of the Treasury: Anything of that sort we
are glad to hear,

Mr, Titlow: I was getting to the question of the estab-
lishment of 2 district, I thought that was what you wanted
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to hear about from all of us,

The Secretary of the Treasury: Yes, but it is not bring-
ing out anything new, That ground has been very thoroughly
covered all day,

Mr, Titlow: Very well, On the question of establishing
a Reglonal Bank, at Spokane, Seattle or Portland, I want to
gay this: Of course, the money itself, the banking business
and all the other business, or the bulk of the business I

| think has been shown here this afternoon, comes from Puget
Sound, Now from Tacoma and all Sound ports it will be
tributary, of course, to Seattle, If it were to come to a
second choice, and it has been suggested hers that ﬁe might
possibly be put in a district golhg across the Continent
east, I wangysay to you gentlemen, when I came here 36 or
37 years agzo, the entire business of this Northwest, which
wag very small at that time, was done almost exclusively
up and down the Coast, In fact, we were completely under

the control and protection, you might say, as well as con-
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trol of Oregon and California, That was in the Terri-
torial days, and afterwards in Statehood, and it lasted for
some considerable time., Of course, business since that
time hos been changed and is zoing east. But after putting
us in a district which would take us east, I have this to
sayy that our second choice would surely be, if the North-
westerm Bank is to be established and not at Seattle, it
would be Portland. That would be upon the ground of dis-
. tances and the question of accessibility. Yow the second
' choice would be then, I think, San Francisco.

The Secretary of Agriculture: The third choice, you mean,
¥Mr, Titlow: Yes, First Seattle, and of course, second,
Portland, and then San Francisco., The reason for that would
be this, We are in the district and if we should be put in

a Chicago district, to-illuatrate, the country that they
“aerve is largely an agricultural country. You take eastern
‘Washirgton and easterm Oregon and a large part of Montana,
Iin the Vallsys particularly, and also in Idahp, it is also
agricultural. The time of the year that there would be a
demand to be drawn upon the reserves, the Daketas, Minnesota,
Iowa, and 211 that section of the country would have a demand

also upon those reserves., In Califbrnia it would be
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different., We buy from California fruits, oils, and
climate. Now we sell to California lumber, flour, wheat

and various other grains, feed and coal, The citrus fruit
we buy from California comee in the winter and spring of the
year at the time that we are not making our crop, so that
the demand upon the reserves at that time could be suppliad
and that adjustment made and the money paid back in time, so
that when we came to move the cereals and the agricultural
products, it would not interfere with the moving of the
citrus ecrop from California.

Now another factlhas juet been called to my attention,
which I do not think has been touched upon, and that is this.
Since the Agsay Office was established in this city,
$238,000,000 have been disbursed from this Agsay Office here
which of coursge adds to the government business,

The Secretary of the vfreasury: Is that all you have to say.
Mr, Titlow: If there is anything further you cars to ask
me, I will try to answer it,
The Secretary of the Treasury: Thank youl that will be
' all, Now we will hear from anybody who can shed any new

light on this problem’ Is there anyone here who desires to
be heard?
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Mr. Backus: We would like to put on one more witness,
Mr. Frye, who is a large buyer of cattle from Montana, and
who is very familiar with that bueiness, and I think he will

only ococupy a very few minutes.
STATEMENT OF CHARLES H, FRYE.

The Secretary of the Treasury: Mr. Frye, what is your
business?

Mr. Frye: In the meat and produce business.

The Secretary of the Treasury: You mean raising live
stock?

Mr. Frye: No, eir, packing house,

The Secretary of the Treasury: Packing house?

Mr. Frye: Yes, sir.

The Secretary of the Treasury: At what place?

Mr. Frye: Seattle.

The Secretary of the Treasury: You have some facts which
you want to present?

Mr. Frye: Yes, eir. We are getting 40 per cent of our
cattle in Montana, 15 per cent in Washington, 11 per cent
in California, 10 in Oregon, 5 in Idaho, 3 in Wyoming, and
one in South Dakota.
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The Secretary of Agriculture: In numbere what would that

40 per cent from Montana be?

Mr. Frye: About 33,500,

The Secretary of Agriculture: And in value?

Mr. Frye: They are worth about $95 apiece, or $90 apiece
probably about $2,000,000,

The Secretary of the Treasury: What percentage of the
total live stock businese of cattle produced in Montana
does that represent? What is the total cattle production?

Mr. Frye: About 35 per cent.

The Secretary of the Treasury: About one-fourth of 1t?

Mr. Frye: Yea, gir.

The Secretary of the Treasury: There are only about
88,000 cattle?

Mr., Frye: There were about 100,000, -- 84,000 or 78,000,
something like that, shipped east last year.

The Secretary of the Treasury: 89,000, and you got
23, 000.

Mr, Frye: Those that went east, and outside of what we
got, Tecoma and Portland probably got 17,000 or 18,000

besides us.

The Secretary of the Treasury: Where do you finance most

.
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of that bueiness?

Mr., Frye: Here in Seattle. We get about 35 per cent of
our money east.

The Secretary of the Treasury: What is the name of your
concern?

Mr. Frye: Frye & Company.

Mr. Backus: What was your total business last year, lr.
Frye?

Mr. Frye: $10,051,705.

The Secrctary of the Treasury: Is yours an independent
packing house?

Mr. Frye: Yes, sir.

The Secretary of the Treasury: Have you had any diffi-
culty in financing your requirements here at any time?

Mr. Frye: TNo.

¥r. Backus: There are the figures, ifuyou want them
(handing paper).

The Secretary of the Treasury: Do you finance all of it
in Seattle?

Mr. Frye: All except about 35 per cent.

The Secretary of the Treasury: About $23,500,000,
_ Mr, Frye: Yes.
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The Secretary of the Treasury: Where do you finance that?
Mr. Frye: Well, it is $350,000, We have been getting
that in the east.
The Secretary of the Treasury: $350,000?
Mr, Frye: Yes.
Mr. Backus: $10,000,000 is the total business for the
year.
| The Secretary of the Treasury% That is the turn over?
L Mr. Frye: That is the turn-over.
The Secretary of the Treasury: You turn over your million
dollars of capital, for instance, ten times a year?
Mr, Frye: Yes, sir.
The Secretary of the Treasury: And you get $350,000 in
the east and $750,000 here?
Mr. Frye: About $700,000 here and about $500,000 in
Portland.
The Secretary of the Treasury: Is there anything else you
desire to say?
Mr. Backue: There are just one or itwo points I should
like to addi. I am informed that the Spokane Clearing House
voted to select Seattle as second choice. I do not think

that has been brought out.
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The Secretary of the Treasury: I understood that to be

true,

Mr, Brewer: I mede the statement.

Mr. Backus: I call attention to thie fact. It has been
argued by the Montana gentlemen that violence would be done
to the natural course of trade if a bank were located in
Seattle and they were attached to this district. It is

 pretty evident and must be to you gentlemen that some
violence must be done to somebody's trade. The total trade
of Montana is a very small part of that of this entire dis-
trict. The banking capitel, the depcsits, and the rescurces
and liabilities of all of the banks would be small as com-
pared with those of Washington and Oregon, and far greater
violence would be done to the trade of Washington and Oregon
if they wers compelled to send it south to San Francisco,
over a single track line of railroad, than would be done to
Montena, That isy violence would be done to a far greater
number of people and injustice dcne to a larger number of
business concerns and banks by forecing us throughout
| Washington and Oregon to transact our business to the south,
where we have very little in common, over a single track
road, operating slowly through the mountain districte, than
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would be done to Montana, whers there are four or five trans-
continental lines, and where they admit that the business ise
east and west and the commectione excellent.

The Secretary of the Treasury: How are you going to

| overcome the fact that the district as you laid it out, will

| not provide the minipmum amount of capital required by the
Act? The only alternative that has been suggested here is

| that the remainder be raised by private subscriptions.

| Mr. Backus: If the state banks come in, as we believe they

[ will --

The Secretary of the Treasury: DBut we cannot assume that.
There ie nothing to indicate it. The only thing this
Committee can act upon 1s the actual applicetion of the state

. banks to come into the system. We cannot assume that they
may come in, because when we divide the country into dis-
E tricts, the object of the Act in limiting the action of the
banke to 60 days was to enable the Committee to lknow what
available capital there would be.
Mr. Backus: That is the chief @ifficulty you gentlenen
| have to meet. But our desire is to impress upon you if
possible the great necessity of having & Northwest district
|

| created. Of course, you are the ones to carve it out. We
{
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| cannot do 1t, But I do feel that very great injustice
would be done to all this territory up here if only one

f;bank en the coast ies located, and that at San Francisco.

| Because our communication with San Francisco is bad. The

| maile are very slow, and we have very little in common.

The Secretary of the Treasury: You are not taking into
consideration the effectiveness of a branch in your city.
é;That is a thing, however, that we went over this morming.
!i Mr, Backus: Yes, we traversed that thies morning very well.
The Secretary of the Treasury: Is there anything further?
Mr. Backus: No.
The Secretary of the Treasury: I desire to say before an
adjournment is taken --

Mr. Brown: May I say a word?

The Secretary of the Treasury: Yes.
STATEMENT OF GREY C. BROWN,

The Secretary of the Treasury: You may state your name
and residence and occupation.,

Mr. Brown: Grey C. Brown, President of the Columbia Valley
Bank, at VWenatchee, Washington. The North Central part of

chs state has not been heard from. Also I am a state banker,
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and I wanted to talk along that line.

The Secretary of the Treasury: What have you to suggest
on this subject? :

Mr. Brown: The State bankers have not realized that there
was any great hurry in the matter of deciding to come in.
The law specifies that national banks are to signify their
intention within 60 days, but it does not seem to contemplate
that state banks are to signify their intention in that
- length of time.

The BSecretary of the Treéasury: They are permitted to,

Mr., Brown: They are permitted to.

The Secretary of Agriculture: You sce, it has a bearing
in two ways on the matter of the banking strength of a
proposed district, and secondly, on the selection of the

| directors. Unless the state banks come in when these banks
are organized, they will have no voice in the selection of
| the firet directors.

The Secretary of the Treasury: The national government
has no right to compel the state banks to come in within a
given time. It has a right to fix the limits within which
a national bank may or may not accept the provisions of the

Act, and the purpose of the limitation was to compel the
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national banks to determine within a reasonable time whether
or not they would subscribe, in order that this Committee
night know what was the minimum amount of capital that
would be available for distribution among the districts of
the country when they are outlined.

Mr. Brown: Well, I am satisfied that a large proportion
of the state banks, if they realized that time was neces-
sary, would certainly signify their intention to come in.

The Secretary of the Treasury: Well, you gentlemen have
30 days within which to make up your minds. fhs banks
are being sent to yod and all you have to do is to take the
action,

Mr. Brown: Another thing I wanted to bring out wae that
our district is prinecipally fruit. From the Wenatchee

é district we shipped approximately 5,000 cars of frult this
past year. And we have absolutely nothing in common with
California; not only in Wenatchee, but I believe in eastern
Washington, we have very little business with California.
The Secretary of the Treasury: Which direction does your
business go?
Mr. Brown: Largely east.

The Secretary of Agriculture: To what point8?

|
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Mr. Brown: Well, 2ll points, but probably more to Chicego

:Iand New York than any other point; that is our commercial

_lbueineaa; our banking business goes largely to Spokane and

Seattle.

The Becretary of Agriculture: What would be your first
choice for the location of a Reserve Bank?

Hr. Brown: Spokane or Seattle:

The Secretary of Agriculture: Either?

Mr, Brown: Either.

The Secretary of Agriculture: UNo preference?

Mr, Brown: No preference.

The Secretary of Agriculture: And for second choice the
other city?

Mr. Brown: Yes, and then Portland.

The Secretary of the Treasury: And what other?

Mr. Brown: Chicage. We have ten times the business with
Chicago that we have with San Francisco, beyond the shadow
af a doubt, and I believe all eastern Washington has ten
timee the business with Chicago than it does with San
Francisco, and it will do a great deal more injustice to us
to tie us up with San Francisco than it will to Montana to

tie them up with us, in my opinion.
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The Secretary of the Treasury: Have you anything else to
suggest?

Mr. Browm: No, sir,
The Secretary of the Treasury: That is all, thank you.
Does anyone else desire to be heard?
Before adjournment, I desire to say in behalf of the
Committee that it mist not be assumed, I want to repeat,
 that the line of questioning employed by the Committee
[gindioates any view of opinion that the Committee may have
on this subject, because it has no opinion. We have to take
of course, a line of questioning that will develop the facts
that we are trying to get for the purpose of enabling us
ultimately to reach a decision on these important questions.
We very much eppreciate the interest and the earmestness
and patience with which you gentlemen have all presented

| your cases, and we want to congratulate you on the showing

| of the great progress that this great section of the country

| hes made, from the facts and interesting data which you

ﬂ have submitted here, end we desire to assure you that the

| case will be thoroughly considered and that the Committee
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will do its level best to reach a decision which will be
as just as we know how to make it, in the intercst of the

| whole country, including the Northweet ae a very important

'and a very wonderful part of our great nation.

I The Committee will now stand adjourned.

I Whersupon, at 5:45 o'clock P. M. the hearing was
|

| adjourned.
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