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I consi or 1t nor to have b 

invi to s th1 d(\V t tho roup ur of 

soci tlon. In at~ee1,~ cretary•s 
IJ .. '-"-""""""-

invitation I told I lighted to 1s-cus 

points periaini to the ope atio of 

o r tto y ars 

ng Sy tem 

hal~. You 

t ln a neral 

0 1zation, thei-&tore I do not inteJJd to 

no· en in 

all into 

into this 

t1cul phase excepting to a rd 1n r oognition ot t 

ce rendered to t Federal 

thr lo m rbers o~ its Boa?'d ot Director 

0 t 

• Bute.hi on, all from your ta. , htg 

re ot the b st th8N is in b-:::'l1"'.!''ni.,""""'; 1cu.lt 

co re 1al pursuits, Just such men < the 

• deral i.Ot inte d smuld offiol t • 

tr time and their e OJ.1!3• 8l'd 

considers itself at ~ortanate in fit 



ot thelr couns l anu loyal oo-operation in its ettorts_ to 

secure eveey 1» stble benoti t illtom.ed Wlder the A.Ct on be-

f ot o-ur mentJer b 

ot the public a.t large. 
The t has pa.s0 ed Whan 8ZJ3 one oan question th 

success o~ the Fed ral Reserve Banlr"..ing System. While I shall 

be pleased to fJllS'WeJ" que-s tiollfl in so ta:r as I am able to do so , 

I have tho'Ught it YIOW.d an opportune ?II) int to ae.y so ethillg 

cor..cerni:as some o t the po!.nts that Qcppear to be uppermo t ln 

the m1lldn ot the banldllg public. 

btLQWD.G n:~.R'E§T O RJPSEli\lE 1!.W OES 

one o-r the obJeatlons to the Fe · ~al _ S>8rtt Sys 

mich f:rom the beginning has ~equently been cited bJ mombe~ 

h ~ also ta.te ba.nks alld Tz-u.st Companie contem:plat 

membership, lies tn tl'le tact that, uo interest is pa.id by tho 

Bank on the reserve balance • It be&n 

nx>s t gra.tii)'in{; • hoVA,ver, to observe that suoh b"" . • when 

pres nted mth the underlying faets h ..... v , as rule, admitt 

that pa.~nt of inte .st by the Reserv"O Banks on re e 

ances uld be unsci&ntit"ic un otmd. In u tautiatio . 

-



:ere but to revert to the t1nmleial. disturbance of 

thro -:bout the • try mainta!n1 

s rve aJ.ances th t iP corre po-ments 1n ws 

central res ·rve oi tie • re receiving Snterest th8N30n at 

tes varying b-om 2 to 3% in accord ce with tho citu 1n wbioh 

their deposits rested. Most ot you during thiS 

ro t tace to tac ~ th tho t that t Yo 

t av 11 le 11 

for lo reooon that tbe contract und 

rtod re 

liev, d to 

ded - this 

re pay! interest 1t absolute:cy, cessa;ey that 

tbes banks. 111 turn invest t eir funds; t refo e, 1n 

1907 c:-:-::-.. .:.· ...... - in 1914 the aanams n tho res rve city 

batllm b8Cat:e P."OT.tar1u, in o e~ \VOl:-O.S tr all . arts 

o the co try re al.11 for holp. the r enes the 

nters re naU1 deplet to point approachi~ -

h::mstion; ere ;pon~ o ng to the ts.ct that the Ul'l)lus re

serves re inVested,, and moreover, to the r-act t t their 

celvable d o r ~se-ts could not reaJ.1 

upon rt O Londa 0 



not tb1 in 1 tselt ,convtneblg tbat • 

depos1to4 1n t . • Ji'e4el!'al serw J3ankS should bo maintain 

aetual re.aones • wtioh woul 1m,t:oss i le 1t 

Utlde took to en 

indtc t!tJS the st t t1on ich ould co nt 

~ of sllotd.ng 

2 per cent 1nto1'811t on 481.X)slt • I ;ve mad some oaleulat.-.o , 

ased on t ta.tement ot comitioll of pr! 27th, l9l'h 

at dat th bank' c p1tal. n ro .f 

1,000,0 o. on hloh t ativa divld 114 1 ... 0.000. r 

oporati~ ezpeme tor the .. ar 1916 re in 

ot 230 .ooo. ~ memb r · 'ban.k.18 • res rrree r : 91 -ooo, 000. 4 

goye t dep:>atts ,,000,000. total epo ita 

1os,ooo.ooo. on 

.10 .ooo. 
luding t 

If 

u2,ooo,ooo. 

'1! 

qul t for f'or, 

ent ot ?$ interest on 1 

sune that t , capitol m:t4 deposits ~~. 

all 1D the S· .. 0 f cash, d 



the legal rese"8 ot 35~ on de sits mr.cunt1D8' to "'•750,000 

th~ ul4 remain tor 1nve ta mm:imtm f 75,250,000. 

ng ovislou tor me.int n1 bal s tor eSCb. 

pwposos 1n York or lsewJtierio-.. In order that 

ot tbo Federal ieS .l"V'(t Bank may be lrept llquld. th& ls se~ 

re nets lts 1nvestmrmta. 804 the 1nve 

11.y lo • Suppos , tor the of ~~m 

75,250,0 • could e 1n•sted t • 

nt ~1e14 1s necesBar

as that 

,25'1,500. or approxlmat l ,ooo. sa quire-

t £or earn~ previously s ta.ted. It 1 there,tore ppa.ront 

that 1n o rs, to pa, lnts:rest on deposits the l 

to to 11ermt t the, .Petle~al Reserve at 

lati t'd 1n tlle election o investments, t tb ~s• ot 

sat ~ 'Mfti'T\-f>.Anauoe ot aseet 1 co 1t1on. 

th re, a tor . incre~e 1D vo1 • o t tnvos~ts 

wllld r sul 1n com.petition 1th a banka, tb.i?Jg 

has beon stud1ousl~ avoid.ed ttam th o tset. 

reet presstll'e has bean broU€5'>,t to ·be on the 

ot ,l,llMl[3..,._... t and at;oin to -r inte. st on de st ts• but t 

Governors of the b .. uccenstally resis mh sure, 



tho ndth of v1ett.P01nt 

qui 4. y latently adhered to 

. that so 10ll8 ns th ll or ~l held e roaA,!IIO'fl'D o~ 

the Joint stook bankS lt could not attord to 1nft)st so larse 

Tll9!N'-......-.rt1on O'f ts et nor at U)h tes of interest as 

le it to ton i:o 1ta. n.t 

o t Bank ot ; OJ not lo the pt 1on to 

lOJge profit t or its stock hold.era to illtluenoe 1ts 

llqu14 oo 1 t1o of 1 t to 

11cy ot int.Nst on s1 " ~ ~ 

1 t 1 inconoetvabl that Lom.on coul4 throuahout so 

enoratlons have reto.inoa. its oomnanding po it1on aa the 

financial aenter ~ 

Considerable lntoreat has been manltested· 1~ the 

, 

%tent ubioh the ederal t18"'8 could supply dema:na.s 

to cur O'!/ 1n ~:.m~JJT·• Th Divt ion or ta 

tat1 tic ot t e 



t aolld.1 tton of the 

at t tbe close ot bushless Lim-ch 2.3, 1917. on that date tl'.18 

so e h ld by t 12 ~73,201,000. The re-

quired servos tor 35$ egatc&t 4epos!ts sn4 4.0% a!Mt FfML. 

f'l'.An.A'l""llrA lfotes ~~-~ · 2.532,000. 1d ld ~ 

$ in XCGSS ot tbolr J!'eO&ffG reqnl,:emonts ee,~a.ted 

~a>,669.000. In 84d1t1on to the reserve held . 

,519,000. 

sol A3'81 t outstmn1»8 Pedornl servo Notes. 

1tt.t tb9 etatl ot the oaloul t1on 1th ob. . 

need D>t concern ourselves at tb1 t!lDlh it , sbawzl that .• 14 

. 0,55&.ooo. res available :tor the, 

isStlml.•Oe o eMitional Fed.val e"8 otes. :i; SJ"Ste.m as 

a le theretoro t 8014 basis to 1ssue tttona.l doraJ. 

neserve tee to t e e tent ff ,350,000.000. whil mainta1n!Dg 

reserves of 35"' agaiJJst iiet 6.epoai t& and 40:' inst ueraJ. 

P..e fl'V te • 

Tho Bederal Besorve .B3llk ot Chlosgo on tho same de.to 

tlle . ld basio tor isSUillg $136,ooo.ooo. of Federal se"° 



o te 1n d.1 tion to tho · outs lug• maintaining 

rcen 3 ·t tiomd. Si th t t -

by exc~aEtg:hlg Fac:il&~u erve s r 

, ld, our bae1s oe note issues has been inc~ase .. On 

1l 20 t 1a uing C 1t~ ot tho Obi 

to 

available tor 1umedi ts nse a resen stock o'I :&Weral 

s rve - t s f1o1 t to emalllls th.er ordinar:, 

or o traori1.nn:r7. 

Ir the Federal Roser,- Bot.es issued bJ tho entire 

· 1 ree.s 1,350.000,000. wr,, dollm-•s rth 

of' notes uld secm:red by t 1 ast o l:Uld.red c t 1n 

p&r a.ring- the om.orsement ot me 

rs' acoe tan • 1n ditio to -....i~ 

sene 1n 14 oul hel by the l>anlal; mreov. the te 

tlrat llen 011 all of the as ts ot the er serve 



.g.. 

finally, 41rect obl tions ot Un!ted 

State · Gowrmoent. .;;UN no om oa 

Of Olll- eral aene otes. 

unt ot cl 1n Uni 5/1/17 -

• • • 
5/18/J!I - 3.,000,000. 

t. WS. th Fed. s •As'tl•MQ 10Q9 aOQ9 • 989,000.000 

• 



-1 

to C l the 

ds 

,..a,1 

b7 Ms rve e1q, 

fi 0 

I 

im!X)rt t 

tr re ·ne c1tJ" 

b .. 1n the collootton o~ chec to 

ice 1n 

B , so 

only 1n 1ta o 

uld av labl • ao1U:t • for 

t . coll tion o~ b3 1t a tome • l 

as it no st ~v1des • t ter Em~,or 16th, 1917 • 

l ill be r s s aot'aall.¥ • 

1n t. 

1 

w~,.t-11.WitV' t 

that onl3 one resel"VG requ.1 ... ~,M~t fw aah 

1? n 

dd 

, v1a1 that oert 1n ·ued de-

t . de s1ts be 1n t 



eel ral HAn1a:P'llra • Th aaxt:odlumt. lt n 

tuturo. woultl ooiwtderabl.1' advance t11o date otter b.tch 

b ano • reso r un l 

res • 

men~ b8tlk8 de ·lre o ntbm.e re tio of 

~ ~. ~on 

de ire to loau their ttmds a:s aloaely as ahlte1U.mce o 

,ut~1amtmts l t, ly1ug th& 

ot • taoount~ wlth thO fed.oral serve to take o 

t aordintlr3' «eJIIB:Di\118• ~ la ter o 1ctil.arl,-

OIJ111.POll&11Siv s19tem ot Ck col ct1o11 • t 

ra1 ff8 • 
In the ttort to m t this e4 in aocO,.r;uu.nuu 

tbD prov1s1oaa o:f the Federal sene t au! midor the au.tbOr! 't1' 

der .., 1"'VO' • tbe :lederal 1nS~zrated 

or cbsck colleot1on last st.amner-, ~ ch checks o 

all of tm zoore than 1.&00 metOber b , till larger nmioer 

If tat tnst1tut1ons, ar,o now collect1'bl tbro h the te • 

praotloally at par. n tbml- 16,000 bankl out ot total of 



28,000 1n t United Stat are no incl 1n era.1. 

rvo 11st. In tbe Engl States , tate 

ot York am in the P U1o Coast Stat s. all s are 

1lloltd ill the par 11st. In the Seventh erol erve 

District, the l?ederal sen. Bank~ Obica&O oollects cheelm 

n 1 ts 1.044 member ba.t11m am. ne J.y 1,·900 mn-.member baults. 

You 1ll nots the statement that s colleot1o 

tic at • There 1s a 

enk on all i 

Ohl 

1 • Th otli¢ r 1 

411 1n the 

outsi o~ 

on Chi 

est1 te to 

eral. so oo the act 

ot Ohicego. 

cot ot 

It tncludea p:,stoge,, cle:itk hf.re• dopreoiatlon of 

lneo, a portion of the :r&nt, au4 othw misoellsnooua x

e propo~lJ c....-.--able to the ope~ tion of" the ~auslt 

It not i.nclud a e to collect , 

ths.t 1t 1s ossontiel. to tre t all - .. ..-.. 

0011 ction ... 

to a 

I 
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ot 11 ct 

no 00.., t1o fo. 

• oUo 

t tor 

1 cl.3' 

or 1 1 ly 

net1o1 ot 

or 1 • 
ec -on 1tt • it t p 

th 1 01 t1ci t 1 to 

J ~u 01 or 

invol • It or 

t r m ohoul co r fro 1~ 0 ito~. 



previonsly stated, re than halt tl'.e 08llltS 

1n the tJn1 t;e4 State incl ed in the 

Bault pmr list.. Is 1t o.st\Otly fair that the mlnorlty shoul 

at 

e us ot oriey-1 

cog.nized act that Che on ab 1s 

pa.vable in cash • t t lethehodr 

ot a chock cunnot compel the ctr e bank to PSU the c 

bank's co t r. It ls ual tor CO'Olltry ..,'""""~ 

to 

C nteP. bold vi thst 

1n ma.k:lm 1 ttances in em f they r mer 

ioh they should be id. a servs.oe tor 

I to an you t look at t tl' action 

r ie. L t s supno tho.t some of' 

on a oountey auk c 1nto 

ot Chicago f'or colloct1on and that it appointed loo 

ed l choo on the 

co t17 , t th 1nstruct1 to colleot • 



w l d.o 1ou sup:ooae t:ll!s; proceto would be oo:o,tintted.. 

b ·to the oountey btmlt ou14 regard 1 t ao , prtvueee. 

to remit in Ch1cag,o ~& w1tJJO.ut deduction, tal! oU 

c ks _n Steel~? 

How the eral. serve Jank ot Ohl does · not 

SlG' to th coUD.tJ"f ~ ... ••You ma:, • the ab.01 ot 

. tti»B ithou.t dedtletlon ~or l1 ot yorar ,Qlleclm in Ob!cae-o 

Emmaage or of' Pt\?iDn" toz- all ot them to our c.mthortsed agent 

mn12l:W' at yoe o . ~ounter" - but inste 1 t sap - ,,. hall 

Jl>t.~H'l.rl:'lc1ate 10v co-operat1oa !n t1te develo ·nt ot a Utd.•ersal 

-chec . colleotton ayat.em 1:W" remitting 1n Chic • ~ - wtthout 

duotlon tor cbacka on 30-ur bank,. ant it 1'0U nm 1\ desirable 

to pnq tor p • t o~ such Chee , 1n mo 1', 7ou 

tou at~e~.• 

flh:lp the mo e1 

~ privilege: of' sendlJ18 h1s parsonal clleok to a 

d1atant point to :pq tor a pvchaae ta a .peat aonvealenoe to 

ta:rmer, tm prot&sa1onat ·man. m4 the· merchatlt. It U.mi . :t.e 

tbo necosslv ot a trl:p to the bank to bq •~ a& 1n 

41 t1on turnishes him ntomatioal.17 e. receipt for tho ""'"'"""1fl:lt•nt 

maa.e. It no one eve~ 1sat»4 a cheok befOl'G the r.uut,, to t 



k .,_..~~ at his c t i the , th value 

of' si to ' ec ounts uld atly increased 

p tit in tJ8 btlS!ness -

praotioe of 1 sningt a check to m.skB a p~.t 1n ant1c1pat1on 

Oft eipt of tund3 h1Ch are ot to WU l 

c" c ia s nt3d to the ttr.a!t1Aa 

o de sl acti ue tbods 

I stro _}Lt 

in 81:13 oi i 

-sou:,: consideration of the c 1:() pr&va.U!Dg 

tr>g ',i,U(.:,.-.-'""rva t 50¢ or • r nth a.inst 

of a.e1oos1t rs hose balm>c 

•,MPJ§HIP Qf ST TE WKS 

See s-pepia.l "'!!?2r8-TNPI• 



.rt ts h~ g:rat1t.,1D8 to tho u:c.on Whose shottlde, 

the· msnt\,~t ot t re&eral ael'V9 System rests; to notto& 

1mreastns interest am eattataot1on wlth the 1mr. ~ ot the 

n mber b8:r1k8 ShOuld not foJget that thn 

banl.aJ are organized. a line• aubateattall tlut s aa their 

o ba.u1m - that is "1th a Doord ot Dtreoton. the ma.,3ortt,, 

o..r whleh are el ·cte·d 1>1' the stoo~ldel't. the o.tf1oe of · htch 

the ~t ls .clominated by 1ts stookbol4ei-a, Who, ere tbe 

ln so tar aa the redtsoounttug operat1oD ls conml'.O 

• ha?& DOW pro~sse4 to a potnt Whe:i-e then !s no. quosUon 

in • . m!ndn 0£ t moJ,ol!'ltz, of' o~ ahooldiolde:rs as to thetr 

h<»re oucceod 

in conn olllg member batikS that the Nd1soount:l:a.g procedure is a 

veey s.tmpl ~ and that ·t.he reso~e of th Jedi rel Bose o 

member banks t all timen. 

_ , ________ , ___ _ 



As a matter of 1?I11'18diate and pressing importance the flotation 

of" the Liberty Loan must be considered as occupying first place among 

the subjects touched upon in these remarks. No doubt you have all 

rec.ei ved oop1-es of the of'flcial prospectus or- the Loan issued by the 

Secretary of the Treasury, and the otticial application bl~ There 

is 11 ttle for me to add by way of 1n1'ormation as to the Loan i tselt, 

and rather than trespass upon your patience by repeating tacts with 

which you a.re tam111ar I would prete:r to ansv1er at the proper time such 

questions as may occur to you. 

Before leavil3g Chicago last evening- I received two telegrams trom 

one of the cl ties ot this district lmving a poplllation of' 'Cl01"& than 

one hundred t.bousand, calling attontion to the f'act that Associated 

Press dispatches !ndicati:ng that the initial two billion dollar otter1:ng 

would b& over-subscribed, are acting as a damper on the e-t£orts to 

obtain subscriptions. This seems particularly unfortunate. The initial 

of':tel'"i:ng ls not over-sub-scribed, and tu:rtharmore the ear.nest etf'orts ot 

each one ot us will be necessary to accomplish the desired res-ult. 

T1l0 billion dollars is an eno?'mou.s sum to ra1s6 at a s ~le operation 

even in )his day ot large f"igures ln the realm o-t finance~ and none ot 

us should ga.in the impression that 1 t can be raised it a stand idly by 



mveators tot e the tire sum. 

roce1vod trom your o state to e e toot 

that . could not e~peot to sell e Government Dol'ld. bearing three~ 

o -ha ere f, ur percen is by 

som ot . • J:. .. - rur.ly such co t i th sur-

,.. ise. !de trom El.ll qti..est1on ot o $ pat~1ot1o duty to suppo-rt the 

Govs'rn!ME'mt in this ~t,.q.,i.U{_~ ur ly tbo obligatlo o t Unit d 

credit at a. 

co nts o this 

ot t..rie ei tize 

on -halt roent ts a etter 1 nt th 

yteld1?tg to pe-rcent. I canno-t believe tbat 

tm • r asent th :taolin ot srry cen 

of Io 

sincere hope that av ry on present 111 go 

ho h:1.s ib lit:, that 

e :tndi id ta ·onf no i nn :tl J ft h beco s 

:a-ob.as r of o or r 1'1 ber ~ds. 

In the rds ot our sident - - · 

"The ~rld rm.mt be made sate tor cracy,.» 

peace, ·. t 

thi :rte al ays c ried near- s our on.rt~ - .. or d8Xll0"'"~1
~" 

-Lor t r1 ht of those Who submit to 1thox-i·t7 ..,o h.a'V' a voice in t e1r 



t 

own governments, foia tbe r1f:bts and libel"ttes ot small tious~ for a 

un1versal dominion ot r1.n-ht by SUCh concert, ot tree oples as shall 

bring c.oe and satoty to all mtio,ns and make the rld itself at l t 

tree." 
°'o such o. task e can 4e41cata our lives Olld O" £ortunaa > 

everything that e a.re and everything that ~ haVi • " 


