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Circular No* 46*

RELATING TO APPLICATIONS TO SELL UNITED STATES BONDS

January 22, 1917*

TO THE MEMBER BANK ADDRESSED:

Section 18 of the Federal Reserve Act provides that any member bank de~ 
siring  to re tire  the whole or any part of its  circu lating notes may f i l e  with the 
Treasurer of the United States an application to s e ll for its  account at par and 
accrued interest United States Bonds securing circu lation  tobe retired*

It seems appropriate at this time to ca ll this provision to the atten­
tion  of member banks of this d is t r ic t , and the following suggestions concerning 
the procedure to be followed in maiding application during the year 1917 should 
be borne in mind:

1st: The only bonds that are e lig ib le  for sale in this manner are U* S*
bonds which at the time of application are actually securing circu lation  of nation­
al bank notes to be retired*

2nd: The applications, each accompanied by a resolution of the board
of directors of the member bank, should be forwarded d irectly  to the Treasurer 
of the United States, Washington, D. C.

3rd: The applications and resolutions must be received by the Treas­
urer of the United Stages at least ten days before the end of the quarterly period 
at which the sale is desired to be made*. Therefore for the quarter ending March 
31, 1917, applications and resolutions must be received by the Treasurer of the 
United States on or before March 21, 1917*

4th: It is optional with the Federal Reserve Board whether or not to
require the Federal-Reserve Banks to purchase the bonds offered for sale*

5th: If the Federal Reserve Banks are required by the Federal Reserve
Board to purchase the bonds, the price w ill necessarily be par and accrued in­
terest.

6th: The aggregate amount of such bonds which the Federal Reserve
Banks can be required or- permitted to purchase is limited to $25,000,000- in any­
one year, but this aggregate amount may furthermore be reduced by the amount of 
bonds bearing the circu lation  privilege purchased during the same year by the 
Federal Reserve Banks in the open market

She Federal Reserve Board has announced that it  w ill not require Federal 
Reserve Banks to purchase during the year 1917 more than $15,000,00* of bonds 
offered for sale by member banks through the Treasurer o f the United States. It 
w il l ,  however, require Federal Reserve Barrier to purchase on April 1, 1917, so 
much of that amount of bonds as may be offered for sale through the Treasurer on 
or before March 21, 1917, provided such bonds, added to the amount of bonds bear­
ths circu lation  priv ilege , purchased by Federal Reserve Banks in  the open market 
cur ing tne xirs t quarter, do not emceed -$25,000,600*
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Although there is no legal lim it on the amount of "bonds which may 'be 
bought by Federal Reserve Banks in the open market, in order that member banks 
may have an opportunity to s e l l  the maximum amount of bonds under Section 18, 
the Pederal Reserve Banks w ill refra in  from lourchasing 2 per cent bonds in the 
open market until after March 1, 1917, but w il l  thereafter fee l at liberty  to 
make such purchases in th-o open ma-riro-hkh.oyeif <xro 0 it  is suggested that member 
banks desiring to re tire  their circu lation  during the year 1917 under the pro­
visions of Section 18 of the Act, f i l e  their applications and resolutions with 
the Treasurer of the United States before March 1, 1917, and at the same time 
advise the Pederal Reserve Bank of Balias the amount of each application to the 
Treasurer in order that the Federal Reserve Banks may have prompt knowledge of 
the total amount of bonds offered to the Treasurer o f the United States and thus 
be enabled to arrange their open market purchases with regard to the best inter­
ests of member banks*

A form of application to the Treasurer of the United States, together 
with the special form of resolution required, both of which should be duly exe~ 
cuted and forwarded direct to the Treasurer of the United States, Washington,
B* C„, at THE EARLIEST BATE POSSIBLE, w ill be furnished by this bank, on request, 
to those banks which contemplate the sale of bonds at this time*

Respectfully,

R* L* VAN ZANET,

Governor




