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CIRCULAR #3.

FEDERAL RESERVE BANK
OF DALLAS

.December v l * 1014*.

TO THE MEMBER BANK ADDRESSED:

I am pleased to inform you that th is bank is  in 
readiness to receive from it s  member banks fo r  rediscount notes and 
b i l ls  representing the highest c lass, most liq u id , short time paper 
which you may have availab le a r is in g  from actual commercial trans­
actions, proceeds o f which have been used for agricu ltu ra l, com­
mercial or industria l purposes. On the contrary, we cannot accept 
paper representing investments in lands, plants, machinery, e t c . ,  
nor paper given fo r  carrying secu rities  such as stocks and bonds, 
nor paper, which, in any sense, can be construed as having been 
given fo r  speculative purposes.

Beginning w ith  th is date and u n til further notice, 
the rate o f discount o f th is  bank w i l l  be fiv e  and one-half*percent 
( 5r|-} fo r  th ir ty  day m aturities and s ix  percent (6 } fo r longer raaturi* 
t ie s .

The atten tion  o f member banks is  ca lled  to C ircular 
#13, issued by the Federal Reserve Board and sent to a l l  banks together 
w ith copies o f regulations accompanying same. This c ircu la r fu l ly  
described paper e l ig ib le  fo r rediscount in Federal Reserve Banks, 
and the accompanying regulations explain  the requirements o f the 
Federal Reserve Board re la t iv e  to endorsements, e tc .

Considerable delay in rece iv in g  cred it fo r  items 
sent us for discount has been occasioned by the member banks neglect­
ing to place on said paper an endorsement waiving demand, notice and 
protest, as is  required* A l l  paper o ffe red  for rediscount must be 
free from any endorsement., which might impair or r e s t r ic t  the nego­
t ia b i l i t y  o f the instrument. Notes secured by chattel mortgage 
should have a c e r t i f ie d  copy o f the mortgage or a c e r t i f ic a te  from 
the Recorder that same has been f i le d  for record attached thereto?*
Notes secured by warehouse rece ip ts  fo r  cotton or other commodities 
must have said receipts attached.

For the present and un til further notice, paper 
which you o f fe r  fo r  rediscount must be accompanied by a w ritten  state-- 
ment from an o f f ic e r  o f your bank to the e f fe c t  that to the best o f 
his knowledge and b e l ie f  a ll. notes and b i l ls  submitted are e l ig ib le  
under the requirements o f C ircular 13. Moreover, to fa c i l i t a t e  
matters where makers o f notes not rated by the Mercantile Agencies 
and no collatera l, is  attached, information concerning the financia l 
condition and standing o f said makers must accompany the ap p li­
cation.
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A resolu tion  authorizing your bank to rediscount paper 
w ith th is bank must be passed by your Board o f D irectors, and form o f 
same w i l l  be furnished you upon app lication .

In view o f the fact that under present regulations the amount 
o f paper having a maturity o f longer than ninety days, which th is 
bank is  permitted to accept, is  very re s tr ic ted , being only twenty- 
f iv e  percent (25) o f our paid in cap ita l stock, i t  is  hoped that so 
fa r  as possible your o ffe r in gs  w i l l  be confined to paper maturing 
w ithin ninety days from the date o f app lication .

The Governor is  at th is  time in Washington in conference with 
the Governors o f the other Federal Reserve B-nks, working on a plan 
whereby the handling o f tran s it items can be taken up by this bank 
fo r  it s  members, and upon his return, we hope to get out a b u lle tin  
re la t iv e  to the resu lts accomplished at the conference.

I t  is the desire o f our d irectors  and o ff ic e r s  to serve 
you in every way possible in  order that a l l  benefits intended by 
the Federal Reserve Act may be fu l ly  r ea liz ed .

Very resp ec tfu lly ,

R. L . VAR ZANDT,

Acting Governor.
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