
FEDERAL RESERVE BANK
OF DALLAS

March 19, 1920.

TO THE STATE BANK ADDRESSED:

I am sending you herewith a copy of the address 
delivered by Mr. Henry A. l.loehlenpah, Member of the Federal 
Reserve Board, at the meeting of the Fifth D istrict Texas 
Bankers* Association, held in Dallas on February 11th, la st.

Let me suggest that at the earliest opportunity 
your o ff ice rs  take occasion to read th is address, and when 
th is is  done, i f  your loca l newspaper w ill publish the same, 
hand i t  to them for that purpose. Mr. Moehlenpah*s address 
deals principally  with the problems which are presented with 
the reconstruction period. He has especially stressed the 
great importance of increased agricultural and livestock 
production. It seems to me that his words are most appro­
priate at th is time, and a sound of warning of which every­
one can well take heed.

Your attention is  especially directed to his mes­
sage to state banks, on pages 13 to 15. It touches upon 
the advantages of membership in the Federal Reserve System, 
and refers to the workings of the System in the momentous 
days of the war, and the part it  w ill take in the reconstrue 
tion  days.

It is  hoped, when you have fu lly  considered the 
matter, that you w ill le t  us have your application for member­
ship.

¥e w ill be glad to furnish additional copies of the 
address upon request.

Y our^v pry' truly,

Federal Reserve Agent.
cch/ mk
Enel.
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BY
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F E D E R A L  R E S E R V E  B O A R D
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A B IT  OF T E X A S  H IS T O R Y

T he s to ry  of T exas g rip s me. Its  tra d itio n s  and 
th e  ach ie v em en ts of its  m en s t ir  th e  pride and ex­
cite th e  im ag in atio n  of ev ery  A m erican  who co n tem ­
p la tes them . T he g lory  of th e  L one S ta r  S ta te  h as 
been w ritte n  in to  th e  h is to ry  of th e  n ation . T he 
s p ir it  of T exas, w ith  its  vigorous optim ism , is con­
genial, and  its  a tm o sp h ere  of w holesom e fra n k n e ss  
is one in  w hich  th e  a v erag e  A m erican  should be able 
to  b re a th e  fre e ly  and deeply. F ra n k ly  I feel a t hom e 
am ong you. You sp eak  a  lan g u ag e I u n d erstan d . 
T h erefo re , m ay I ex p ress th e  hope th a t  I w ill be able 
to  sp eak  th e  lan g u ag e  you w ill u n d e rs ta n d .

I d esire  to  s it w ith  you as a  b a n k e r and citizen, 
to  confer w ith  you in a fran k , o rd in a ry  w ay con­
cern in g  th e  problem s co n fro n tin g  o ur R epublic. May 
I a sk  you to  fo rg e t fo r th e  tim e th e  su p erv iso ry  r e ­
la tio n sh ip  I occupy, th a t  w e m ay ta k e  counsel to ­
g e th e r to  th e  end th a t  w e m ay  serv e  b e tte r  o ur com ­
m u n ities, ou r co u n try  and  th e  w orld.

T exas is a  S ta te  of big th in g s. You b o ast of a  
te r r ito ry  g re a te r  th a n  th e  S ta te s  of M assach u setts , 
N ew  Y ork, P en n sy lv an ia , V irginia, N o rth  C arolina 
and  G eorgia—th e  a re a  of w hich  to ta ls  256,919 sq u are  
m iles—and of a  te r r ito ry  w hich is tw o h u n d red  and 
tw elv e  tim es g re a te r  th a n  th a t of th e  sm a lle st S ta te  
of th e  U nion—R hode Island. You h ave a  population 
e stim a te d  a t  five m illions. In  1919 you p ro duced  
crops of cotton  w o rth  $475,000,000; of corn $240,000,- 
000; of w h e a t $63,000,000; of o a ts $60,000,000 and of 
h ay  $23,000,000. You po ssess horses, m ules, ca ttle  
and sh eep  of a v alue of $572,000,000, and who can 
e stim a te  th e  valu e  of your oil, your su lp h u r and coal 
and  o th e r so u rces of w e a lth ?

In th e  v alue of y our crops, fo r th e  first tim e you 
now  h ead  th e  n a tio n , fo r in 1919 you h ad  a “billion- 
d o llar crop.”

You a re  a lso  th e  second S ta te  in th e  U nion in th e  
value of your live stock.

T h ese  th in g s a re  of o u ts ta n d in g  m a te ria l im por­
tan ce , b u t w hen I com e to  T exas I am  rem in d ed  of 
o th e r  th in g s of no less im p o rtan ce. Y our illu strio u s 
Sam  H o u sto n  and Colonel Bowie, and D avey C rock­
ett, th a t  h ero  of ev ery  A m erican  lad, sp eak  of a 
sp irit th a t  is m ore th a n  th e  sp irit of T exas, th a t  is 
th e  sp irit of A m erica, th e  sp irit th a t  is in m y h e a rt 
to d ay  and  in th e  h e a r t  of ev ery  tru e  A m erican  who 
is p e rm itte d  to  live in  th e s e  m om entous tim es.

P H E N O M E N A L  G R O W T H  IN B A N K I N G  
R E S O U R C E S

A sta te m e n t re c e n tly  issu ed  by th e  C om ptroller of 
th e  C u rren cy  in d ica tes th a t  th e  th r e e  lead in g  S ta te s  
w hose N atio n al B anks have show n th e  g re a te s t a c ­
tu a l in crease , p ro p o rtio n ate ly , in re so u rc e s  in  th e  
la s t tw e n ty  y e a rs  a re  O klahom a, $357,722,000, or 
6,537 p e r cent; C alifornia, $1,000,214,000, or 1,685 
p er cent, and  T exas, $869,611,000, or 1,013 p e r cent. 
T his will in d ica te  th e  in crease  in  th e  ban k in g  r e ­
sou rces of your S ta te . T ru ly  indeed, “W estw ard  
th e  course of em pire ta k e s  its  w ay.”

Y our w ar reco rd  is only a n o th e r evidence of th e  
g re a tn e s s  of y our S tate . A sked to su b scrib e  a quota 
of $362,695,550 to w ard s th e  v ario u s issu es of L ib erty  
bonds, you did fa r  b e tte r  th a n  that,- your su b sc rip ­
tio n s  in all am o u n tin g  to $405,772,000, or $40,000,000



m ore th a n  y our quota. A nd of th e  3,441,000 m en in 
th e  m ilita ry  serv ice, 155,000 of th o s e  w ho an sw e re d  
to  th e  call of th e ir  c o u n try  w ere  from  Texas.

As we fe lic ita te  o u rse lv es on th e  g re a tn e ss  of 
o ur ac h ie v e m e n ts of th e  p ast, le t us n o t fa il to  re c ­
ognize th a t  th e y  c o n stitu te  a challen g e to  us fo r th e  
fu tu re .

As c itizen s w e a re  proud  and  h appy indeed  to 
know  th a t  w hile  o ur sons w ere  b arin g  th e ir  b re a s ts  
to  th e  enem y, we, th e ir  eld ers, in th e  com m on, ord i­
n a ry  p u rs u its  of life, m ade som e co n trib u tio n  to  
th e ir  su p p o rt. C h agrined  indeed  w e w ould be to d ay  
if we h ad  n o t done our best. P ro u d  w e a re  of th e  
fa c t th a t, u n d e r th e  le a d e rsh ip  of ju s t  such  p a tr io ts  
as s it  h e re  today, w e w ho sta y e d  a t  hom e ra ise d  
tw enty-tw o billions of d o llars  to  equip and  m a in ta in  
our m ilita ry  forces, an d  te n  billions of d o llars to  
lend to  th e  a llied  n atio n s. T h is seem ed like a n  im ­
possib le  task . In  fa c t you w ill re m e m b e r th a t  th e  
lead in g  fin an ciers of our c o u n try  th o u g h t a  sum  in 
excess of one-half b illion of d o llars on th e  first loan 
w ould be m ore th a n  o ur n a tio n  could absorb. T he 
resp o n se  to  th e  call of th e  S e c re ta ry  of th e  T re a s ­
u ry  Avas over fo u r b illions of dollars. T h is proof of 
th e  sp irit th a t  p o ssessed  o ur .people is  only an  index 
of w h a t o ur co u n try  m ay do in  th e  days befo re  us. 
L et us re m e m b e r th a t  a t  th e  begin n in g  of th is  w ar 
we owed th e  n a tio n s  of E u ro p e a  tra d e  b alan ce  of 
400 m illions of dollars, and  besid es th a t  th e y  h eld  
an d  co n tro lled  o ur bonds an d  se c u ritie s  in  th e  sum  
of over fo u r b illions of dollars, re p re s e n tin g  a  signal 
p o rtio n  of th e  ra ilro a d , com m ercial and  in d u s tria l 
cap ita l of o ur country.

J u s t  as ou r sons a ss is te d  in  fo rcin g  b ack  th e  
enem y Avho belieAred th a t  “m ig h t m ak es r ig h t,” so 
we did o ur p a rt, c itizen s an d  b an k ers , a sp len d id  
p a rt of w h ich  w e m ay  alw ays be proud, a  m ag n ificen t 
ach ie v e m e n t in  finance eq ualed  by no o th e r n a tio n  
in  all h isto ry .

O U R  D U T Y  T O  “ C A R R Y  O N ”

I w ould b rin g  to  you a  m essag e, a  s p irit of opti­
m ism , of endeavor, like u n to  th a t  ca rrie d  by o ur 
sons to  th e  d is tra c te d  n a tio n s  of E u ro p e  in  th e ir  
h o u r of p eril. Is i t  possible, m y fellow -bankers, th a t , 
a f te r  su ch  sacrifice and  su ch  an  exam ple, w e can 
go b ack  to  th e  old days of iso lation , of selfishness, 
to  th e  old n a rro w  p ro g ram  a s b u sin ess m e n ? Shall 
we n o t in  th e  econom ic s tr ife  an d  s tra in  ju s t  ah e a d  
go to  o ur sec to rs, as o ur boys w en t to  th e irs , in  th e  
first line, and  th e re , like tru e  A m erican s, “ C arry  on ” ? 
Som e of us m ay h av e  fe lt a t  th e  b eg in n in g  of th is  
w ar th a t  from  a  m ilita ry  p o in t of view  w e w ere  n o t 
equal to  th e  job co n fro n tin g  us, b u t w e knew  w h ere  
o u r d u ty  lay, and w ith  th e  s p ir it  w hich is p e c u lia rly  
A m erican  w e took  th e  s h o r te s t w ay to  th e  job. E v­
e ry  in d u s try  w as o rganized  to  a c c e le ra te  production . 
T he en erg ies of th e  n a tio n  w ere  co-ordinated. L abor 
u n selfish ly  co-operated w ith  cap ita l. E conom y and  
th r if t  w ere  enfo rced  in  ev ery  hom e. T he A m erican  
people organ ized  fo r team w o rk , and  o v ern ig h t a 
p lan  of cam p aig n  w as u n d e r way. W e had  a w ill 
to  win. T his p roves to  m e th a t  w e a re  a  dem o­
c ra tic  people, th a t  th is  is a  g o v ern m en t of th e  people 
com pletely  capable of self-g o v ern m en t u n d e r th e  
g re a te s t s tra in .

A w rite r  says of P e rs h in g  th a t  n o th in g  typifies 
h is  c h a ra c te r  so Advidly as th e  d riv in g  force h e  p u t
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in to  h is cam paign  from  begin n in g  to  end. H e had 
a  defin ite  plan, and  he s tu c k  to  it  th ro u g h  th ic k  and 
th in , le ttin g  n o th in g  g et in th e  way.

G eneral P e rs h in g  only reflects th e  tra d itio n s  of 
o ur A m erican  s p irit—th e  s p ir it  of G eorge W ash in g ­
to n  a t  V alley F orge, G eneral Ja c k so n  a t  N ew  O r­
leans, an d  G eneral S cott, upon your own soil and  in 
M exico—th e  s p ir it  of G ran t and  Lee, of S tonew all 
Ja c k so n  and  P h il S heridan. T h a t is th e  sp irit of 
A m erica and th a t  is w h a t I w ould like to  in te rp re t  
to  you to d ay  in te rm s  of p resen t-d ay  problem s.

T h is is a m ig h ty  S ta te  w ith  a  long h is to ry  of 
g re a t th in g s  done. T h ese  can only m ake big m en. 
And r ig h t h ere , w ith  all th e  v ig o r of m y soul, g en­
tlem en , I w ish  to  say  w e h ave a big job ah ead  of 
u s—a w orld  job. No g re a t ta s k  can be perfo rm ed  
u n less w e h av e th e  im pulse and  dynam ic force of 
th e  h e a r t  b ehind  it. W hen m en like H oover b rin g  
to us th e  n ew s th a t  tw o m illion, five h u n d red  th o u ­
san d  ch ild ren  a re  being  fed  d aily  in E urope, th a t 
fifteen  to  tw e n ty  m illion fam ilies a re  receiv in g  u n ­
em ploym ent allow ances, and  a s  w e read  th e  new s 
th e  tra v e le rs  b rin g  th a t th e  A rm en ian s a re  ea tin g  
g ra ss  b eside th e  road w ay s like dum b b e a sts , and 
w hen w e re-read  th e  s to rie s  of th e  d e v a sta te d  cities 
in E u ro p e and  h av e a p ic tu re  of th e  dem olished  fa c ­
to rie s  and  th e  d e se rte d  farms', i t  d riv es us to  our 
k nees and  w e a re  hum bled  in  our pride, and we cry  
aloud.

E U R O P E  N E E D S  FOOD.

T he first n eed  o ver th e re  is food. T he n ex t, raw  
m a te ria l, and  th e  th ird , yes, credit. W h ere  e lse  can 
o ur b ro th e rs  g e t i t ?  L e t m e rem in d  you, m y coun­
try m en , th a t  th e  k ind  of m en to  w hom  w e sh all 
ex ten d  c re d it is th e  p e a s a n try  of F ra n c e  and  B el­
gium , th e  k in d  of m en  w ho h av e m ade th o se  coun­
tr ie s  g re a t and w ho stood w ith  th e  sp irit ex p ressed  
in th e  w ords “T H E Y  SH A LL NOT PA SS,” w ho k ep t 
b ack  th e  h o rd es of G erm any and  stood betw een  us 
an d  despotism . T h ese  people w ill pay th e ir  deb ts 
fo r w e know  of w h a t stuff th e y  a re  m ade. T he 
c itizen sh ip  of th is, ou r own country , sp ra n g  from  
th e ir  loins. D are w e fo rg e t th e m  in th e ir  e x tre m ity ?  
Can w e re tu rn in g  from  th e s e  h ero ic  ta s k s  w hich w e 
p erfo rm ed  as an  unselfish  n a tio n  go b ack  to  th e  
o rd in a ry  p u rs u its  of life, th e  sam e kind of m en  w e 
once w ere, to  live ag ain  th e  sam e n arro w , u n e v e n t­
ful, u n in sp ire d  liv e s?  I w ill n o t believe it. A ll h u ­
m an re la tio n sh ip  in  th e se  days is b eing  spiritu alized . 
W e can u n d e rs ta n d  w hy ou r boys w ere  m ad e so l­
d ie rs  o v e rn ig h t b e tte r  now  th a n  w e could b efore 
th e  w ar. I love to  th in k  of young A m erica, th e  
w hite-faced doughboy in ex p erien ced  in w ar, w ith  no 
m ilita ry  tra in in g , b u t w ith  all th e  tra d itio n s  of 
A m erican  life, th e  in itia tiv e  w hich  cam e to him  from  
th e  b aseb all diam ond and th e  football field—I love 
to  th in k  of him  w ith  th a t  dem o cracy  im bibed in th e  
public  schools, w ith  th a t  ju s tic e  and  h o n esty  and 
r ig h t of th e  A m erican  hom e, and I am  su re  th e se  
th in g s  A m erican  found m o st elo q u en t ex pression  
w h en  th e y  w ere  confro n ted  w ith  fa lse  id eals of th e  
g ia n t au to cracy .

So w e m u s t be loyal to  th is  h e rita g e  th e y  h ave 
given to  us and  ta k e  o ur p lace  in  th e  econom ic 
s tr ife  b efore us. S hall w e be any  less lo y al?  My 
co untrym en, it  is o ur p riv ilege in th e  P ro v id en ce of 
God to  ta k e  our place fo re v e r w ith  th e  n a tio n s of th e  
e a rth . T he G reat T e a c h e r said  “H e th a t  shall lose
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his life  fo r m y sak e  shall find it .” I t  w as said  of 
H im , “H e cam e n o t to  be m in is te re d  unto, b u t to  
m in is te r .” T he g re a t ex p ounder of w isdom , Solo­
mon, also  said  “O ut of th e  h e a rt  a re  th e  issu es of 
life .”

A D AY FOR BiG T H I N G S .

I w ould b rin g  you n o t a  new  m essag e, b ut an old 
one, a long  th is  line; th a t  w e can n e v e r do o ur full 
m e a su re  of serv ice  as b u sin ess m en, as b an k ers , or 
as A m erican s only as w e tr y  to  do it  by th e  h e a rt 
im pulse. T his p rin c ip le  is axiom atic. If you are  
h e re  to d ay  as b an k ers , th in k in g  in  te rm s  of serv ice  
to  your com m u n ities as b efore th e  w ar, g e t out of 
th e  w ay fo r your o th e r  b ro th e r. You are  too sm all 
fo r th e  job. A new  d ay  is here . T his is m y ap peal 
to  you as big m en, to  do th e  big th in g  w ith  a  big 
sp irit.

T h ere  a re  m an y  econom ists and  le a d e rs  and 
sta te sm e n  who a re  dev isin g  p lans fo r so lving th e  
m any problem s a ris in g  o u t of th is  u n p re c e d e n te d  
w orld u p heaval. W hile  w e w a it w e do w ell to  re ­
call th e  tr ie d  v ir tu e s  of our fa th e rs .

T his is n eeded  to  h eal th e  w ounds, econom ically  
speaking. Som e artific ia l rem ed ies can be applied. 
L e t us be ste a d y  in our th in k in g . L et us be g e n e r­
ous and helpful to  th o se  in  a u th o rity . L e t us be 
free  from  p o litical b ias and  snap  ju d g m en t. L e t us 
set a good exam ple as le a d e rs  in  th e  new  d ay’s 
program . W e a re  c e rta in  of a few  th in g s. T his 
n a tio n  m u s t p roduce m ore if th o se  people over 
th e re  a re  n o t to  s tarv e , and  if feeble and  new  gov­
e rn m e n ts  a re  to  be m ade stab le .

A F T E R M A T H  OF T H E  W A R

As w e g e t d eep er into  th e  w in ter, a d eq u ate  de­
scrip tio n  can n o t d ep ict conditions th a t  e x is t in  E u ­
rope. One w rite r  gives one p h ase  w hich te lls  th e  
story: “F o r m o n th s p a s t th e  re p o rts  of th e  h e a lth
conditions in th e  C e n tra l E m p ires h av e b een  of such  
c h a ra c te r  th a t  th e  im ag in atio n  is dulled, an d  one 
a lm o st seem s g u ilty  of se n tim e n ta lity  in  q uoting  
them . B u t th e ir  g e n e ra l v e ra c ity  is n o t d isputed . In  
th e  la s t  y e a rs  of th e  w ar, in  A u stria  alone a t  le a s t 
35,000 people died of tu b ercu lo sis. In  V ien n a alone 
12,000. T oday w e h av e to  reck o n  w ith  a  n u m b e r 
of a t  le a s t  350,000 to  400,000 people w ho re q u ire  
tre a tm e n t fo r tu b ercu lo sis. As th e  re s u lt  of m a ln u ­
tr itio n  a b loodless g e n e ra tio n  is grow ing up w ith  u n ­
developed m u scles, undeveloped  jo in ts , an d  u n d e ­
veloped b ra in s. T u b ercu lo sis is n e a rly  a lw ays fa ta l 
now  am ong adu lts.

“N o th in g  can be done a g a in s t it  ow ing to  lack  
of foodstuffs. ‘You see  th is  child  h e re ,’ th e  p h y si­
cian in  c h arg e  of one of th e  h o sp ita ls  said: ‘I t
consum ed an in cred ib le  am o u n t of bread , and y e t 
did n o t g e t an y  stro n g er. I found out th a t  it  h id  
all th e  b read  it  receiv ed  u n d e rn e a th  its  s tra w  m a t­
tre ss . T he fe a r  of h u n g e r w as so deeply  ro o ted  in 
th e  child th a t  it  co llected  s to re s  in s te a d  of e a tin g  
th e  food, a  m isg u id ed  an im al in s tin c t m ade th e  
d read  of h u n g e r w orse th a n  th e  ac tu a l pan g s.’ ”

Mr. H e rb e rt C. H oover, in  a  re c e n t sta te m e n t, 
said:

“One of th e  first a c ts  of th e  G erm ans w as to  
d enude th e  people of B elgium  to  a  v ery  la rg e  ex ten t, 
and  th e  n o rth  of F ra n c e  a lm o st w holly, of th e ir
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c a ttle . In  consequence, it h as b een  n e c e ssa ry  to  
m ain ta in  a  s tre a m  of condensed m ilk  and  o th e r  food 
esp ecia lly  fo r ch ild ren  fo r th e  w hole of th e  la s t four 
years. T he E u ro p ean  ra c e s  a re  ab so lu te ly  d ep en d en t 
fo r th e  re a r in g  of th e ir  young on th e ir  ca ttle . T h ere  
is no c ru e lty  to  th e  p opulation  g re a te r  th a n  to  rob 
th em  of d a iry  stock. N or can th e  h erd  be re s to re d  
overn ig h t. I t  ta k e s  fo u r y e a rs  to  reb u ild  th e  h erd  
by b reed in g  up from  a few  fo u n d atio n  an im als .”

‘‘T he big  p ro b lem  is th e  child problem . J u s t  as 
B elgium  w as in  d an g er of losing  h e r  n e x t g e n e ra ­
tio n  by n u m b e rle ss  cases of tu b e rc u lo sis  b ro u g h t on 
by m a ln u tritio n , so a re  th e s e  n a tio n s  going th ro u g h  
a period w h ere  th e  child  fo rces a re  being stead ily  
and  in c re a sin g ly  d im inished  and  w iped out.”

“T hings, how ever, a re  as bad as th e y  a re  p ain ted , 
o r m ore tru ly , th in g s a re n ’t  p a in ted  as bad a s  th e y  
are . S ta rv a tio n  in  w ar is to  be expected, b u t s ta r ­
v ation  in peace m ean s one th in g  only, th e  b reed in g  
of a n a rc h y .”

A m b assad o r M org en th au  says, “N o th in g  on e a rth  
ex cep t a  m irac le  from  h eav en  can p re v e n t th e  d e a th  
by freezin g  and  s ta rv a tio n  of from  five to  te n  m il­
lion people in E u ro p e and th e  N e a r E a s t th is  w in­
te r .” Do you w onder, g entlem en, th e  flam es of Bol­
shevism  a rise  in  E u ro p e ?  T his is o u r first, task , 
A m erica alone m u st lead th e  w ay to succor E urope. 
H ow ?

F A R M I N G  A N D  S T O C K  R A I S I NG  OF F I R S T  
I M P O R T A N C E

I t  is an  o u ts ta n d in g  p riv ileg e  fo r m e to m eet 
w ith  you b a n k e rs  becau se  you h av e to  do w ith  th e  
g re a te s t prod u cin g  class of our co u n try — th e  farm er. 
T hey  a re  prod u cin g  th e  e ss e n tia ls  m o st in  dem and 
by o th e r  co u n tries. I t  h a s been m y priv ileg e  to  
serv e  as  a  co u n try  b a n k e r fo r tw enty-five y ears, a 
com m unity  sim ila r to  th a t  w hich  m o st of you serv e  
here. T h ese  w ere  th e  fa rm e rs , d airy m en  and  th e  
p ro d u cers  of live stock. You have, in addition , be­
cause of y o u r soil an d  clim ate , th e  g re a t cotton  
in d u stry . You w ill becom e m o re  th a n  e v er th e  
counsellors, th e  lead e rs, in  th e  la rg e  new  pro g ram  
ju s t  ahead. T exas occupied a  u nique position  a t 
one tim e of b eing  th e  g re a te s t live sto ck  d is tr ic t of 
th e  w orld. You a re  w ith o u t doubt th e  la rg e s t 
n a tu ra l live sto ck  b reed in g  d is tr ic t of our n ation . 
You h av e had th e  se tb a c k s of seasons, d isease, and 
m a rk e t conditions, s im ila r to  all o th e r sectio n s, b u t 
a t  no tim e in  th e  h is to ry  of th e  w orld  h av e th e  de­
m an d s b een  so g re a t fo r th e  stap le  p ro d u cts  w hich 
you p roduce here . I t  is g ra tify in g  to  know  th a t  o u t 
of th e  d is tre s s  and s tra in  of y our serio u s d ro u g h t 
of th re e  and  fo u r y ears  ago you h av e  em erged  to  
n e a rly  as s tro n g  a  position  as form erly .

As Mr. P a u l M. W arb u rg , a  fo rm e r m em b er of 
th e  F e d e ra l R eserv e  B oard, in a  re c e n t sp eech  said: 
“W e a re  liv ing  in  an  e ra  w h ere  th e  p ro d u ctio n  of 
m oney and  c re d it h a s  in c re a se d  and  th e  prod u ctio n  
of goods h a s  decreased . In  o rd e r to  em erg e w e m u st 
produce less c re d it and  m oney and  p roduce m o re  
goods.”

W e do w ell to  ta k e  in v en to ry  a t  th is  tim e on th e  
q u estio n  of firs t im p o rtan ce, nam ely, th e  b eef su p ­
ply. T he to ta l ex p o rts  fo r th e  y e a r 1914 w ere  33,- 
000,000 pounds. F o u r y e a rs  la te r , in  1918, d u rin g  
th e  w ar, th e y  w ere  in creased  to  700,000,000 pounds, 
an d  th e n  in  1919, ap p ro x im ate ly  280,000,000 pounds,
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or n e a rly  n in e  tim es th a t  of th e  la s t  n o rm al pre-w ar 
year. T his in c re a se  in  five y e a rs  m ean s th a t  our 
beef supplies h av e been cu t to  th e  bone. In fo rm a ­
tion  from  th e  d airy  d is tr ic ts  w ould in d ica te  m ark ed  
en cro ach m en t upon d a iry  h e rd s fo r beef sla u g h te r.

A t th e  close of your d ry  season, in  th e  sp rin g  of 
1919, it  w as in d ica ted  th a t  your b reed in g  sto ck  h as 
been red u ced  to less th a n  50 p e r cen t of norm al. 
At th e  close of 1919 th e  sam e condition p rev ailed  
in th e  M ountain  S ta te s  of W yom ing, Idaho, M ontana 
and Colorado, and  fo r th e  sam e re a so n  th e ir  h e rd s 
w ere reduced, and  th in  cows, h e ife rs  and  unfin ished  
beef cam e to  th e  m a rk e ts  in  u n u su al volum e.

D uring  th e  firs t e leven  m o n th s of th e  y ear 1919 
th e  to ta l re c e ip ts  of c a ttle  a t  th e  six p rin c ip al m a r­
kets, Chicago, K a n sa s City, O m aha, St. L ouis, St. 
Jo sep h  and  Sioux City, w ere  9,962,000 head, as 
against: 10,751,000 c a ttle  d u rin g  th e  co rresp o n d in g  
period of 1918, show ing a  d ecrease  of 789,000 ca ttle .

As you w ell know , th e  big ra n g e s  in  T exas h ave 
been cu t up so th a t  th e  live sto ck  propo sitio n  h as 
becom e m ore in ten siv e  and  m ean s th a t ev ery  fa rm e r 
m u st h av e a  few  head. T his is w ell, fo r th e  Avaste 
feed on ev ery  fenced  farm  is of im m ense value. W hen 
a co u n try  is sh o rt of fem ale  b reed in g  c a ttle  as th e  
U nited  S ta te s  is today, th e  v ita l n e c e ss itie s  of 
g ro w th  re q u ire  a t  le a s t seven  y e a rs  to  re p le n ish  th e  
ra n k s  of b reed in g  fem ales and  produce a n o rm al crop 
of beef s te e rs  re a d y  fo r s lau g h ter.

F o r th e  first tim e in th e  h is to ry  of our co u n try  
a good m ilch  cow is now  w o rth  m ore th a n  a  horse.

In  1890, we had  26 cows p er h u n d red  population; 
in 1900, 23; in  1910, 22, and  in  1919, 22. If you w ill 
b ear in m ind th e  in c re a se  in p o pulation  d u rin g  th is  
th irty -y e a r period and  th a t th is  p opulation  h a s been 
c e n te re d  in  th e  c ities, you w ill read ily  g rasp  th e  im ­
p o rtan ce  of an  en larg ed  p ro g ram  If w e do our p a rt 
as a  p ro d u cer of m ilk  p ro d u cts  as w ell as m e a t in 
th is tim e of w orld  need.

N E C E S S I T Y  OF C O N S E R V I N G  F E M A L E  S T O C K

S erious co n sid era tio n  should  be given as to  leg ­
isla tiv e  ac tio n  p ro h ib itin g  fo r a period of y e a rs  th e  
s la u g h te r of all fem ale  caK es fit fo r b reed in g  p u r­
poses. W e p ro te c t ou r w ild gam e, b ut w e should  
give m ore th o u g h t to th e  p ro te c tio n  and p e rp e tu a ­
tio n  of o ur dom estic  live stock, p a rtic u la rly  of th e  
beef s tra in s .

T he reco rd  a t  th e  live stock  m a rk e ts  d u rin g  th e  
p a s t fo u r y ears sIioavs th e  volum e of v eal calves be­
ing, slau g h tere d , w hich is appalling. T he follow ing 
ta b le  show s th e  s la u g h te r of calves fo r 1916, 1917,
1918 and  1919:

1916.............................................. .......... ...... ........ 5,773,900 head
1917........................ .,...... ......... ..... ...................... -7,030,700 head
1 9 1 8 -__________________________________ 7,767,175 head
1919 _____ __ _______ _______ __________*8,919,000 head

*E stim a te d .
L a st y ear you h ad  an  Ainusual p re c ip ita tio n  w hich 

h a s  had  its  influence on your p a s tu re s  and  your con­
d itio n s a re  again  n orm al. T he h e rd s from  th e  N ortli- 
Avest and  W e st h ave been re tu rn e d  in a m ark ed  w ay 
to your S tate .

D uring  th e  th r e e  y e a rs  p reced in g  1919 w hen you 
h ad  a  d ro u th  oVer th e  T exas c o u n try  th e  n u m b e r of 
sh eep  declined  g rea tly . I t  w as e stim a te d  th a t  th e re  
w as a  d ec re a se  of ab o u t 300,000 h ead  up to  Ja n u a ry , 
1919. Since th a t  tim e th e  ra in s  h av e com e and you



have had ab o u t 300,000 h ead  of lam b come in to  T exas 
from  th e  d ro u th -stric k e n  a re a s  of M ontana, W yo­
m ing, U tah  and  p a rts  of N ew  M exico an d  it  is said 
th a t  all of W e ste rn  T exas to  d a te  h a s  been  larg ely  
resto ck ed  in its  lam bs to  th e  pre-d ro u th  num ber. 
Y our sh eep  now  to ta l n e a rly  3,000,000 head.

W hen th e  com pact or L eague of N atio n s or 
T re a ty  h as been com pleted and  th e  c re d it pro g ram  
re c o n s tru c te d  and w hen th e  n a tio n s  of E u ro p e come, 
to  buy in th is  co u n try  to  re p le n ish  th e ir  herd s, fo r 
th is  is th e  only co u n try  th e y  can com e to, you w ill 
re a d ily  u n d e rs ta n d  w h a t th is  m eans. O ur exports 
c o n stan tly  in c re a sin g  w ill m ak e h eavy  d ra f t upon 
th e  production , w hich  is th e re fo re  re la te d  d irec tly  
to th e  hom e supply  and  th e  p rice  levels.

A n o th er im p o rta n t p h ase  of th is  questio n  is  re- . 
la ted  to th e  lab o r problem . L ab o r w as n e v e r so 
w ell paid and  w as n e v e r in  such  dem and as now. 
T h is m u st con tin u e fo r m any y e a rs  in  th is  co u n try  
b ecause of th e  g re a t n eed  fo r b u ild ing  o p era tio n s of 
all kinds, co n stru c tio n  of highw ays, th e  re h a b ilita ­
tion of th e  ra ilro a d s, th e  in c re a se  of th e  p la n ts  n e c ­
e ssa ry  fo r in c re a se d  p ro d u ctio n  and  m a n u fa c tu rin g  
of all k inds an d  it  can be safely  said  w ith o u t con­
tra d ic tio n  in  view  of p a s t  h is to ry  th a t  w hen lab o r 
is w ell em ployed, m e a t consum ption  in c re a se s  in  
p roportion .

T he ra tio  of s la u g h te r h as exceeded th a t  of p ro ­
d uction  d u rin g  th e  la s t five y ears . T he excessive 
m a rk e tin g  d u rin g  th e  w ar period  is no in d icatio n  of 
ov erp ro d u ctio n , b u t ra th e r  of depletion. A c a ttle  
in c re a se  d u rin g  th e  p a s t fo u r y e a rs  a t  th e  seven 
p rin cip al m a rk e ts  of 6,000,000 head, or over 83 p er 
cent, m ean s rap id  d estru ctio n . I t  is p red ic ted  th a t 
th e  com ing cen su s w ill d e m o n s tra te  th a t  th e  an n u al 
c a ttle  e stim a te s  w ill show  a  gro ssly  ex ag g eraed  con­
d ition  in  th e  n u m b e r of c a ttle  in  th is  co u n try  and 
p a rtic u la rly  th e  b reed in g  stock.

I t is claim ed by th e  b e st inform ed s ta tis tic ia n s  
of ou r c o u n try  th a t th e  n a tio n ’s supply  of fem ale 
c a ttle  is w ay below  norm al; th a t  it  w ill ta k e  tw o 
w hole g e n e ra tio n s  of live sto ck  befo re  it  w ill be 
possib le  to  supply  th e  co u n try  w ith  a  n o rm al supply  
of beef fo r th e  block.

T his is th e  tim e to  ta k e  sto ck  and  m ak e our 
p lan s fo r th e  fu tu re . T h is is a  m essag e  of prim e 
im p o rtan ce  to  th e  b a n k e rs  and  le a d e rs  of live stock  
in te re s ts  of T exas.

O U T S T A N D I N G  N E E D S  OF T H E  F U T U R E .

M ay I su g g est th e re fo re  tw o o u ts ta n d in g  n eed s to  
w hich ev ery  b a n k e r m u st re la te  h im self d u rin g  th e  
n e x t few  years:

F irs t, ad eq u ate  financing of th e  fa rm e r fo r p u r­
ch ase  of tra c to rs  and a ll m ach in ery , seeds and lab o r 
n e c e ss a ry  fo r in c re a se d  a c reag e  to  ta k e  up th e  slack  
of av ailab le  labor.

Second, to  provide am ple fu n d s w h e re v e r c h a r­
a c te r  and  a b ility  a re  in  evidence to  c a rry  over fo r 
th e  n e c e ssa ry  period all fem ale sto ck  fo r b reed in g  
p urposes. And rig h t h e re  le t  m e s ta te , g entlem en, 
the F e d e ra l R eserv e  S ystem  w as esta b lish e d  fo r th e  
purpose of stab iliz in g  a g ric u ltu ra l as w ell a s  th e  
in d u stria l and com m ercial a c tiv itie s  of ou r country. 
No p ap er wfill com e to  th e  F e d e ra l R eserv e  S ystem  
th a t w ill be m ore a ccep tab le  and  m o re  eligible fo r 
re d isco u n t th a n  th a t  of your fa rm e rs  and live stock  
p roducers.
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T he o rd erly  m a rk e tin g  of cotton, both  in d o m estic  
and  fo reig n  com m erce, is h ighly  e ss e n tia l to  th e  
n atio n , and  esp ecially  to  you of th e  South. Y our 
w hole civ ilizatio n  is b ased  upon th e  p ro fitab len ess 
of cotton  production . H ere to fo re , th e  m a rk e tin g  of 
cotton  h as been a n y th in g  b u t orderly , in  fa c t i t  h a s 
been positiv ely  d isorderly . T his h as been due to  
tw o th in g s— th e  la c k  of a d eq u ate  cred it fa c ilitie s  
and  of suffic ien t w areh o u sin g  fac ilities. T he first 
difficulty, th a t  of in ad e q u a te  cre d it facilities, h as 
been alm ost, if n o t en tire ly , overcom e by th e  p a s­
sage of th e  F e d e ra l R eserv e  A ct, u n d e r w hose p ro ­
visions ev ery  m em b er b an k  is au th o rizd  to “a ccep t 
d ra f ts  or bills of ex change d raw n upon it * * * 
w hich a re  secu red  a t th e  tim e of accep tan ce  by a  
w areh o u se  re c e ip t or o th e r such  docum ent convey­
ing or secu rin g  title  covering  re a d ily  m a rk e ta b le  
s ta p le s .”

H ere  is a u th o rity  fo r th e  open d isco u n t m a rk e t 
and  fo r th e  u se of b a n k e rs’ accep tan ces. H ith e rto  
th e  financing of co tto n  w as la rg e ly  localized. I ts  
b u rden  re s te d  upon th e  S o u th e rn  banks, w ith  only 
sm all a ss is ta n c e  from  o utside sources. C redits on 
cotton  w ere  ex ten d ed  by th e  o rd in a ry  p rom issory  
note, w hich h ad  no e n tre e  in to  th e  open m a rk e t. 
T he F e d e ra l R eserv e  A ct th ro w s w ide open th e  door 
to  th e  m oney m a rk e ts  of th e  w orld, and th e  only 
re q u ire m e n t fo r e n tra n c e  th e re in  is th a t  th e  se e k e r 
a f te r  c re d it sh all com e p ro p erly  clothed.

U n d er th e  A ct and th e  re g u la tio n s  of th e  F ed era l 
R eserv e  B oard th is  d ress co n sists  of a  w areh o u se  
receip t, co vering  co tto n  or o th e r  s ta p le  and  n o n p e r­
ish ab le  a g ric u ltu ra l pro d u cts, issued  u n d er such sa fe ­
g u ard s as to  g u a ra n te e  a t  all tim es th e  ab so lu te  
in te g rity  of its  s ta te m e n t of fact.

N E C E S S I T Y  FOR A D E Q U A T E  W A R E H O U S I N G

A d equate w areh o u sin g  fa c ilitie s  fo r cotton w ould, 
th e re fo re , seem  to be th e  m o st p re s sin g  n ec e ss ity  
in th e  san e and  econom ic d is trib u tio n  of your g re a t 
crop. T he w areh o u se  re c e ip t to  be of th e  h ig h e s t 
c re d it valu e  should  bfe u n ifo rm  in its  c h a ra c te r, ju s t 
as a re  bills of lad in g  and  o th e r  in s tru m e n ta litie s  
upon w hich c re d it is extended. C otton, w hen sa fe ­
g u ard ed  a g a in s t w e a th e r, fire an d  th e ft, is p ra c ti­
cally  in d e s tru c tib le , an d  should fu rn ish  th e  basis of 
th e  v ery  b e s t c o lla tera l upon w hich  to  borrow  m oney. 
C redit only d e sire s  to  be a ss u re d  th a t  th is  com m od­
ity  is th u s  p ro tec ted . T his a ss u ra n c e  can be m ade 
ab so lu te  only  th ro u g h  a  sy stem  of stan d ard iz ed  
w areh o u sin g  issu in g  a  un ifo rm  receip t.

If, as ev eryone a g re e s  is th e  case, th e  la c k  of 
c re d it is th e  chief re a so n  fo r th e  p re s e n t unsound 
an d  uneconom ic sy stem  of m a rk e tin g  cotton, and  if 
th e  un ifo rm  w areh o u se  receip t, as ev eryone ag rees, 
is th e  key w hich  unlocks cred it, th e n  it  m u s t follow  
th a t th e  p roviding  of ad eq u ate , s ta n d a rd  w areh o u ses 
is by all odds th e  u p p e rm o st th in g  to  be done by 
co tto n  p ro d u cer and b u sin ess m an  to b rin g  about 
th e  so lu tio n  of th e  d ifficulties u n d e r w hich  you of 
th e  S outh  h ave been h an d ica p p ed  fo r so m an y  y ears. 
A p ro p o sitio n  of s e ttin g  up a  p re fe re n tia l ra te  on 
p a p e r secu red  by w a reh o u se  re c e ip ts  issu ed  u n d er 
p ro p er s ta te  or F e d e ra l re g u la tio n  and  inspection  
should h ave th e  fu lle s t co n sid eratio n .

P R O D U C E  M O R E  A N D  S P E N D  LESS
T he fa rm e r n eeds y our help. Give it  to him  

along th e se  lines. I h av e only briefly  h in ted  a t  th is
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questio n  of in creasin g  prod u ctiv ity . M ay I su g g est 
the- need for a la rg e r  cam paign  of educatio n  to stop 
th e  people in th e ir  debauch, th e ir  spree, th e ir  ex­
tra v a g a n t liv ing  and  sp en d in g ? A g re a t reac tio n  
has come over o ur people since th e  w ar. Econom y 
and  even sacrifice w hen th e  boys w ere a t th e  front 
w as u n iv ersal. E v ery  u n it of o ur co u n try  w as o r­
ganized u n d e r th e  county  councils of defen se  to  en­
courage th r if t , p ro d u ctio n  and saving. A fte r th e  
sig n in g  of th e  a rm istic e  a  re a c tio n  s e t in. S igns a re  
ap p earin g  th a t  th e  people a re  now  becom ing m ore 
serious. In  som e in d u s tria l c e n te rs  th e y  a re  begin­
n in g  to  rea lize  th a t  in th is  h o u r of need fo r g re a te r  
p ro d u ctio n  is th e ir  o p p o rtu n ity  to  save from  th e ir  
e arn in g s fo r th e  ra in y  day. W e should  en courage 
our cu sto m ers an d  o ur people by exam ple and p re ­
cept th a t  we m ean  w h a t w e say. W e should ta k e  
th e  m essag e to th em  e m p h atica lly  th a t no b an k  can 
enco u rag e sp ecu la tio n  w h e th e r upon th e  sto ck  m a r­
k ets , in th e  h an d lin g  of com m odities, or in  land. 
T he tim e h as come w hen we m u s t sh ift a ll of our 
re s e rv e s  to  th e  point of a tta c k . You a re  th e  o u t­
sta n d in g  officers of th e  line. T he w ar, financially, 
h as ju s t  begun. T his lesso n  m u s t be c a rrie d  w ith  
em p h asis and  m u s t be p u t in to  p ra c tic e  b eh in d  th e  
c o u n ters  of ev ery  bank. E v ery  loan  should  be a n ­
alyzed and critic ized  to  th e  end th a t  ev ery  dollar 
should  count fo r p ro d u ctio n  and n o t a  cen t fo r sp ec­
ulatio n . To w ith h o ld  p ro d u cts  from  th e  m a rk e t fo r 
p u re  sp ecu la tio n  is unw ise and h u rtfu l. A reg u lar, 
o rd e rly  m a rk e tin g  is p a rt of y our problem .

W e h e a r  m uch th e s e  days ab o u t th e  n e c e ss ity  of 
deflation of credit. Som e econom ists lay  i t  to  th e  
ex pansion  of cu rren cy , o th e rs  to  p re v a ilin g  price 
levels, o th e rs  to  condition  of fo reig n  exchange, and 
so on. W h a te v e r m ay be th e  cause fo r ab norm al 
conditions in  o ur cred it s tru c tu re  w e a re  confident 
of tw o e ss e n tia l n e c e ss itie s  fo r ap p ro ach  to solution. 
F irs t, w e m u st in c re a se  our p ro d u ctio n  and  from  our 
prod u ctio n  save m ore and  spend less. W e all feel 
su re  th a t  th e s e  a re  th e  fo u n d atio n  sto n es in  th e s e  
days of re c o n stru c tio n . So in s te a d  of ta lk in g  of th e  
inflation  or ex pansion  of cu rre n c y  or of c red it, or 
its  deflation or co n tractio n , le t  us, as I h av e  in d i­
cated, be ste a d y  in our th in k in g  and  doing. L e t us 
co n serv ativ e ly  re g u la te  o ur c re d its  and apply  o u r­
selves to  th is  new  g re a t ta s k  -with all our en erg y  
and  pow er, b u t w ith  th a t  pow er u n d e r a b so lu te  and 
com plete control.

T he E dge A ct, now  a law  upon th e  s ta tu te  books, 
w ill fu rn ish  th e  m a c h in e ry  w ith  p riv a te  cap ita l and 
control, b u t w ith  G o vernm ent sup erv isio n , w hich 
w ill provide in  la rg e  m e a su re  m ean s fo r financing 
th e  o p era tio n s govern in g  th e  ex p o rts and im p o rts 
of o ur co u n try  so th a t  c re d it m ay be exten d ed  and 
ra tio n e d  in o rd e rly  fashion. I t  is a n o th e r  g re a t 
piece of c o n stru c tiv e  leg isla tio n  in ten d ed  to  provide 
c re d it upon long tim e, and  offering a  good in v e s t­
m e n t fo r th e  sav in g s of o ur people.

T H E  F E D E R A L  R E S E R V E  S Y S T E M  A F I N A N C I A L  
B U L W A R K

T he F e d e ra l R eserv e  S ystem  is now  th e  re s e rv o ir 
of s tre n g th  to  th e  financial, in d u stria l, com m ercial 
and  a g ric u ltu ra l in te re s ts  of o u r country. As b a n k ­
e rs  w e a re  b eg in n in g  to  u n d e rs ta n d  th a t  th is  law  
w as p u t upon th e  s ta tu te  books, n o t fo r b an k ers 
only, th a t  th e y  m ig h t profit m ore, or for an y  one
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class, b ut fo r th e  in te re s t  of a ll our people; if you 
p lease th e  financial traffic  reg u la to r. T h ere  is n o t 
a m an in th is  room  to d ay  b u t who w ill ad m it th a t 
th e  F e d e ra l R eserv e  S ystem  saved, no t only our 
country , b u t th e  w orld  from  financial chaos and  d is­
tress. W e could n o t h av e w on th e  w ar w ith o u t 
A m erican  m en and  m oney. E v ery  citizen h as p a r­
tic ip ated  in  its  benefits. E v ery  sto ck h o ld er in  a 
b an k  h as had  his holdings m ade m ore secu re  and 
valuable. Does it m ean  an y th in g  to  you, m y fellow- 
b an k ers, as a  tr u s te e  fo r your dep o sito rs to  be a 
p a rtic ip a n t in a sy stem  th e  c a p ita l of w hich is $87,- 
589,000 and  th e  su rp lu s of w hich  is $120,120,000, and 
th e  re so u rc e s  $6,171,747,000 and in contro l of over 
tw o billion d o llars of gold?

T he m em b er b a n k s’ re s e rv e s  depo sited  in th e  F e d ­
eral R eserv e  B ank, and  th e  am o u n t th e y  have paid 
in fo r cap ita l sto ck  su b scrip tio n , a re  th e  fo undation  
upon w hich r e s t  th e  c u rre n c y  and  th e  cred it supply  
in ten d ed  fo r c u rre n t and em erg en cy  use.

B et us tak e , fo r exam ple, th e  case of a strong- 
s ta te  b an k  in one of our la rg e s t S ta tes. T he p re s i­
d en t s ta te d  th a t  h is b an k  e n te re d  th e  S ystem  d u rin g  
th e  w ar as a  p a tr io tic  duty, but, as it  had n ev er 
borrow ed or red isco u n te d , th e  d ire c to rs  w ere d iscu s­
sing, now  th a t  th e  w ar is over, th e  ad v isab ility  of 
w ith d raw in g  from  th e  System .

T his b an k  h ad  paid in $9,000 op. capital sto ck  
su b scrip tio n  and c a rr ie s  an  a v erag e  re s e rv e  of $162,- 
000, or a  to ta l of $171,000, w hich  u n d e r th e  te rm s  
of th e  A ct w as paid  over in  gold. T h is p ay m en t in ­
creased  th e  lo an in g  cap acity  of th e  F e d e ra l R eserv e  
B ank by $285,750 (a b o u t one and tw o-th irds tim es 
th e  am o u n t paid  in ).

By k eep in g  th is  re s e rv e  in  th e  F e d e ra l R eserv e  
B ank, th e  b an k  in q u estio n  lias m ade for itse lf th e  
b e s t possib le  pro v isio n  a g a in s t c re d it and cu rren cy  
em ergencies, and it  h as also  in c re a se d  by one and 
tw o-th irds tim e s th e  effectiv en ess of th is  re s e rv e  
as a  p ro te c tio n  fo r th e  c re d it s itu a tio n  of th e  coun­
try .

F rom  th e  s ta n d p o in t of c re d it p ro tectio n , it can 
th e n  be seen  from  th is  exam ple th a t  w ith d ra w a l from  
m em b ersh ip  d im in ish es th e  valu e  of th e  re se rv e  of 
th e  w ith d ra w in g  b an k  to  only ab o u t three-fifth s of 
its  p o te n tia l v a lu e  w hile  it  w as on d eposit w ith  th e  
F e d e ra l R e se rv e  S ystem . In  effect, th is  red u ces th e  
m arg in  th e  ind iv id u al b a n k  h a s  w ith  w hich to  m eet 
th e  le g itim a te  or em erg en cy  dem an d s of its  deposi­
to rs  and also  p ro p o rtio n a te ly  red u ces th e  ab ility  of 
th e  F e d e ra l R e se rv e  B ank to  care  for th e  ban k in g  
n eeds of th e  country.

T he re s e rv e  p e rc e n ta g e  of th e  F e d e ra l R eserv e  
S ystem  is  now  a t  a  low er p o in t th a n  a t  an y  tim e 
d u rin g  th e  w ar, w h ereas th e  c re d it dem ands th r u s t 
upon us as a d ire c t re s u lt of th e  w ar, a re  y e t to  be 
provided fo r and  re a l re c o n s tru c tio n  is h a rd ly  begun.

It, th e re fo re , behooves ev ery  b a n k e r to  a s s is t in 
th is  ta s k  of ho ld in g  th e  b an k in g  re s e rv e s  of th e  
co u n try  w h ere  th e y  can fulfill th e ir  w id est use, n o t 
only to th e  in d iv id u al bank, b u t to  th e  e n tire  natio n .

E v ery  S ta te  m em b er b a n k  h a s th e  priv ileg e  of 
w ith d raw in g  from  th e  sy stem  and, as ap p ro x im ate ly  
30 p e r cen t of th e  c a p ita l and  re s e rv e  dep o sits of 
th e  F e d e ra l R e se rv e  B anks of th e  co u n try  belongs 
to  S ta te  m em b er ban k s, you can see w h a t th e  effect 
to  our c re d it s tru c tu re  w ould be if th e  p riv ilege 
w ere ta k e n  ad v a n ta g e  of, esp ecially  d u rin g  th ese  days
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of reco n stru c tio n . T he a g g re g a te  re so u rc e s  of the 
S ta te  m em b er b an k s ap p ro x im ates n in e  and one- 
h a lf billions. T he eligible n o n m em b er b an k s have 
re so u rc e s  of ab o u t e ig h t billions. T he effectiveness 
of th e  F e d e ra l R eserv e  S ystem  w ould be in creased  
from  20 to  25 p er cen t if th e s e  eligible n o nm em ber 
b an k s e n te re d  th e  System . A nd w hen you stop to 
co n sid er th a t  th e  F ed era l R eserv e  S y stem ’s ta s k  is 
to  m a in ta in  confidence an d  in su re  com m ercial solv­
ency, don’t  you th in k  m em b ersh ip  w o rth  w h ile?

I t is h ig h ly  im p o rta n t th a t  th e  eligible n o nm em ­
b e r S ta te  b an k s in  T exas, to  th e  n u m b er of 341, w ith  
a  cap ita l of tw enty-one and  a h a lf m illions and a 
su rp lu s of n in e  m illions and  re so u rc e s  of one h u n ­
d red  and  th irty-five m illions, add th e ir  s tre n g th  to 
th e  g re a t s tru c tu re .

A W O R D  T O  N O N M E M B E R  S T A T E  B A N K S

Is it  fa ir  fo r you, as b an k ers , to  sta n d  on th e  side­
lin es and  p a rtic ip a te  in  th e  benefits of th is  g re a t 
financial sy stem  an d  n o t m ak e an y  c o n trib u tio n ?  
Is it  safe  fo r you to  assu m e th a t in  th e  day of s tre ss  
or s tra in  th a t  y our co rre sp o n d e n t in  th e  city  w ill 
be able to  care  fo r you re g a rd le ss  of h is  own n e e d s?  
H av e you th e  r ig h t to  p u t th is  b u rd en  upon h im ? 
I t  is m y sin c e re  ju d g m e n t th a t  y our e ld er b ro th e r, 
y our re a l re se rv e , w ill be y our fu ll p ro tec tio n , k eep ­
ing you in full co n tro l of your in d ep en d e n t re la tio n s  
a s  a  b a n k e r in  th e  in d ep en d e n t b an k in g  sy stem  of 
o ur country. You owe it  to  your com m unity. You 
owe it  to  th is  la rg e r  p ro g ram  as a  b a n k e r and  as a 
p ro d u cer to  m ak e su re  of y our ab ility  to  serv e. W hy 
should  you be d ep e n d e n t?  W e h e a r  a  good deal 
th e s e  days ab o u t th e  p o ssib ility  of b ra n c h  b anks 
b ein g  esta b lish e d  in  th is  country . T h is is h o stile  
to  m y sen se  as an  in d e p e n d e n t b a n k e r and  citizen, 
and  y et I am  convinced a  n eed  fo r th is  can only 
com e w hen th e  local h a n k e r can n o t or w ill n o t 
serv e  h is com m unity  and  it  becom es n e c e ss a ry  for 
ou tsid e  cap ita l to  com e in. You do w ell, m y frien d s, 
to  co n sid er th is  in d ep en d e n t re la tio n sh ip  and you 
should  m ake safe  y our position  as a  financial lead e r 
of y our com m unity.

M ay I a ss u re  you I am  n o t m ak in g  th is  s ta te m e n t 
w ith  a v iew  to so lic itin g  m em b ersh ip . But, as I 
s ta te d  a t  th e  beginning, to  be of serv ice  and  to 
m ake th o se  su g g estio n s th a t  I w ould like to  h ave 
m ade to m e if I w ere  in  y our place.

M ay I briefly  re c a p itu la te  w h a t I con sid er th e  o u t­
sta n d in g  benefits of m em b ersh ip  in  th e  F e d e ra l R e­
serv e  System :

1. I t  is an  in su ra n c e  policy, a ss u rin g  to  you com ­
p lete  confidence in  y our ab ility  to  serv e  y our com ­
m u n itie s  and  to  ca re  for y our d ep o sito rs u n d e r every  
s tre s s  and  s tra in .

2. I t  is a  g u a ra n te e  to  your com m unity  th a t  any 
p ro g ram  fo r develo p m en t or p ro d u ctio n  can be safely  
an d  con tin u o u sly  c a rrie d  out.

3. I t  is a  g u a ra n te e  to  you as a  co n serv ativ e  
b a n k e r in  th e  d is tr ic t of your b u sin ess th a t  you can 
ta k e  th e s e  d ep o sits w ith  th e  a ssu ra n c e  of secu rity  
and  continuous service.

4. I t  in s u re s  th e  in d e p e n d e n t re la tio n sh ip  of your 
b an k  as to  its  d ep endence upon any  o th e r bank.

5. It is n o t a  fictitious re se rv e , b u t a  re a l r e ­
serve. F o r th e  first tim e in th e  h is to ry  of our coun­
try , w e a re  able to  assem b le  th e  w ealth  of our peo­
ple in to  th e  cre d it s tru c tu re .
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6. You a re  able to  tr a n s fe r  fu nds w ith o u t cost. 
You a re  able  to  collect ch ecks a t  par, e ith e r  going 
or com ing. You a re  able  to  ship  c u rren cy  e ith e r  
way, in su red  and  all ch arg es paid, w ith o u t an y  ex­
pense to  your bank.

7. You h av e th e  benefit of th e  advice of b u sin ess 
ex p erts  of th e  country , n o t only on financial m a tte rs , 
b u t upon th e  co nduct of your b u sin ess in p a rtic u la r. 
You h ave th e  p riv ileg es of red isco u n tin g  eligible 
pap er. T his is p a rtic u la rly  im p o rta n t a t  th is  tim e 
b ecause of th e  n eed  of in c re a se d  p roduction  of th e  
a rtic le s  you produce in  th is  section.

8. T he S ystem  h a s  in  th e  sh o rt period of its  ex­
iste n c e  b ro u g h t ab o u t b e tte r  b an k in g  m ethods. You 
have h e a rd  c ritic ism  as to  th e  n e c e ss ity  fo r m ak in g  
re p o rts , etc., b u t le t m e rem in d  you g en tlem en  th a t  
it w as w ell fo r y o u r co u n try  th a t u n d e r th e  N atio n al 
B anking  L aw  a ca re fu l ex am in atio n  of b an k s w as 
ad h ered  to; th a t  w hen th e  s tre s s  of w ar w as upon 
u s we h ad  little  to  c lean  up or rem ove, b u t w e could 
go im m ed ia te ly  a t  o ur job. B an k ers now  a re  be­
com ing re a l b a n k e rs  and  tr u s te d  g u ard ian s of th e  
people’s m oney.

9. I t  h a s  given to  ev ery  bank, a  m em b er of th e  
system , th e  p re s tig e  b ecau se  of th e  th in g s I h ave 
en u m e ra te d  and  it  is reflected  in  th e  confidence of 
th e  deposito r, w hich  is above all ab so lu tely  n e c e s­
sary.

H ave you u n d e rta k e n  to  secu re  th e  v iew point of 
your deposito r, v e ry  seldom  ex pressed, as to  how  he 
fe e ls?  If th e re  is any  d oubt in  your m inds as to  
tb is , reflect upon th e  fo u r y ears  or m ore since th e  
W orld W a r began. In s te a d  of ap p reh en sio n  or fr ig h t 
o ur people, fo r th e  first tim e in  th e  h is to ry  of our 
country, u n d ersto o d  th a t  th e  G overnm ent w as b ehind  
th e  banks; th a t  som ehow , som e w ay, th e ir  in te re s ts  
w ere fully  p ro tected . B ank fa ilu re s  w ere th e  lo w est 
in  th e  h is to ry  of th e  c o u n try  d u rin g  th is  period. 
B ank dep o sits in creased , b an k  stock  paid la rg e  d iv i­
dends, la rg e r th a n  ev er before, and in  sp ite  of all 
w e w ere able to  finance th e  G o vernm ent in all its 
o p era tio n s as I h av e in d ica ted  before in  th e  sum  
of ap p ro x im ate ly  thirty-five billion dollars. W hen I 
say  “w e” I do n o t m ean  b an k ers , b u t I m ean  th e  
people, o ur d ep o sito rs, u n d e r y our lead ersh ip .

B ut th is  could n o t h ave b een  done, as you w ill 
fre e ly  adm it, w ith o u t th e  F e d e ra l R eserv e  S y stem  
in o p eratio n . M ay I em phasize th is  again  b ecau se  
it is m y th o u g h t to  g e t in to  y our m inds firs t th in g s  
so th a t  th e  p e tty , sm aller th in g  w ill ta k e  its  r ig h t 
place, and th a t  you w ill h ave p ro p er re s p e c t becau se  
of th e  acco m p lish m en ts  of th e  S ystem  d u rin g  th is  
g re a t period.

I am  conscious of th e  fa c t th a t  th e re  a re  c ritic s  
ev eryw here. No d oubt th e re  a re  som e h e re  to d ay  
who fail to  a p p re c ia te  th e  fa c t th a t th e  F e d e ra l R e­
serv e  S ystem  sta n d s  as th e  g re a t in su ra n c e  policy, 
past, p re s e n t and  fu tu re , w ho still cling to  th e ir  
idea and ch irp  and w h istle  becau se  of th e ir  p e tty  
losses on exchange and th e ir  losses upon re s e rv e s  
a y ear a f te r  th e  w ar is over, and  w ith  th e  m em ory  
of p a st p anics fre sh  in  th e ir  m inds, and  w ith  th e ir  
d ep o sits doubled and  th e ir  profits g re a tly  in creased , 
h av in g  th e  com plete  confidence of th e  people. In 
sp ite  of a ll th is  w ond erfu l reco rd , th e re  a re  still 
som e m en le ft w ho w ould ta k e  us b ack  to  th e  d ark  
a lley  of n a rro w  th in k in g  and  sm all doing.
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Do you realize, m y frien d s, w h a t it  m ean s to  be 
a  citizen  of a  country, and  th e  only co u n try  on th e  
face of th e  e a rth  w ith  a  stab ilized  m oney stan d ard . 
H ow  w ould you like to  live in  a  co u n try  w h ere  th e  
m ark , in te rm s  of gold, is to d ay  only equal to one- 
tw enty-second of w h a t i t  w as before th e  w ar, or 
w here th e  fra n c  in  exchange fo r gold is equal to  less 
th a n  h a lf its  fo rm e r value, and th e  lire  one-th ird  of 
its  fo rm e r v a lu e ?  And w h a t sh all w e say  of th e  
prev io u s s ta n d a rd  of th e  w orld, th e  pound s te rlin g ?  
Oh, I know  th e r e  a re  m en h ere  w ho w ill begin to 
ta lk  ab o u t th e  p u rc h a s in g  pow er of th e  dollai', b u t 
le t m e rem in d  you th a t  in sp ite  of th e  p re s e n t p rice 
levels ou r d o llar still h ead s th e  list. W e a re  th e  
u n d isp u ted  c re d ito r n a tio n  of th e  w orld. N ot a n a ­
tio n al b an k  fa ilu re  of an y  consequence d u rin g  all 
th e se  y e a rs  of s tre ss .

L e t m e re fre s h  your m ind as to  how  you people 
in  T exas h av e p a rtic ip a te d  in  th e  F ed era l R eserv e  
System :

R ed isco u n ts—

1917 .............................................................    $52,052,600
1918 ...................     587,677.766
1919 ............................       1,224,948,345

Is th a t  an y  c o n trib u tio n  to  th e  S ta te  of T ex a s?  
A re you as a  b a n k e r a d e b to r?  W hat, w ill be th e  
reco rd  fo r 1920?

In th e  old days w hen th e  sto ck  g am b lers w ould 
p lan th e ir  li tt le  p a rtie s  and  s e t th e  w heels of spec­
u latio n  going, w hen th e  gam e got beyond th e ir  con­
tro l, you w ill rem em b er, th e y  w ere  p laying  w ith  th e  
funds th e  prod u cin g  people had on d ep o sit and w hen 
we d esired  th ese  fu nds fo r th e ir  use, and  for le g iti­
m ate  purp o ses to  in c re a se  p ro d u ctio n  and care  for 
o ur com m unities, w e w ere  to ld  th a t  w e could no t 
have th em  and we w ere com pelled to  re s o rt to  one 
device and a n o th e r to  care  fo r our need. One cen­
tra liz e d  p ow er controlled. H ow  d ifferen t today. A 
dem o cratized  system  resp o n d in g  to  n eeds of ev ery  
sectio n  of our country.

L e t us get it in to  our m inds if we h ave fo rg o tten  
it, th a t  th e  F e d e ra l R eserv e  System  is a  g re a t Gov­
e rn m e n t in s titu tio n , and is, as I h ave s ta te d , fo r th e  
benefit of all th e  people. T h ere  a re  som e b an k ers 
who lab o r u n d er th e  h a llu c in a tio n  th a t  th e  d eposits 
in th e ir  in s titu tio n s  a re  th e ir  p ro p erty . W e do w ell 
o ccasionally  to  rem in d  o u rselv es th a t  th e  fu nds be­
long to th e  people; and  th a t  th e  S ystem  is fu n c­
tioning  n o t p rim a rily  fo r th e  b an k er, b u t fo r th e  
people. T h a t is w h a t w e h av e th e  G overnm ent for, 
and, a f te r  all, you and I a re  th e  G overnm ent. H as 
th e  sa fe ty  and  se c u rity  th a t  th e  F e d e ra l R eserv e  
S y stem  h as b ro u g h t to  you as a b a n k e r m e a n t an y ­
th in g  to  your cu sto m e r?  H ave you ev er tr ie d  to 
g e t h is v iew p o in t?  H ave you reflected  on how  he 
fe lt d u rin g  th e  w a r?  T h is S ystem  h as been th e  
g re a t in su ran ce  policy fo r all of us w h e th e r w e w ere 
m em b ers or n onm em bers. Y our w hole d is tr ic t is 
now  on th e  p a r basis, and, by th e  w ay, is th is  not 
in  m an y  w ays a good th in g ?  W ould you n o t suffer 
m an y  inco n v en ien ces and  possib le  loss if you w ere 
to  go b ack  to th e  old days of ta rd y  se rv ic e ?  In  a 
sh o rt tim e now , th e  w hole co u n try  w ill be upon a 
p a r  basis. To u se an old illu s tra tio n , w hich  to  my 
m ind is q uite  clear, of th e  p ro d u cer in  th e  old days, 
who h au led  his p roduce by w agon, forced to  go down 
s tre a m  te n  m iles to  find a bridge to  d eliv er his
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goods, of course p u ttin g  th e  co st of tra n sp o rta tio n , 
as to tim e, lab o r an d  all upon th e  custom er. T he 
S ta te s  or G o v ern m en t cam e along  m o re  re c e n tly  
and  p u t a  brid g e ac ro ss  th is  r iv e r  r ig h t a t  th e  door 
of th e  p ro d u cer and  th e  co n su m er and  have told 
th em  to u se  i t  to  exp ed ite  tra d e , and  save tim e, 
lab o r and  m oney. Do you w a n t to  be one of th o se  
m en w ho in s is t upon th e  u se of th e  old b rid g e? 
T h in k  it over, an d  ag ain  le t  m e rem in d  you, alw ays 
rem em b er th a t  th e s e  d ep o sits belong  to  th e  people 
and  th a t  th e  F e d e ra l R eserv e  S y stem  is fu n ctio n in g  
in  th e ir  in te re s t  prim arily .

M ay I h av e th e  e a r  of th e  S ta te  b a n k e rs  p re s e n t 
w ho a re  n o t m em b ers of th e  S ystem , to  u rg e  upon 
you th e  p rim e im p o rtan ce  of s tre n g th e n in g  th e  S ys­
te m  fo r th e  job ah ead  as I h av e o u tlin ed  briefly. 
T he day h as com e w hen if you e x p ect to  u se th e  
S y stem  d ire c tly  or in d ire c tly  you m u s t m ak e your 
fa ir  co n trib u tio n  to  its  re s e rv e s  in  ev ery  way. In  
th is  brief, p la in  w ay I h ave u n d e rta k e n  to  ta lk  to  
you in a  lan g u ag e you w ould u n d e rs ta n d , w ith o u t 
tech n iq u e  or an y  effort to  give advice.

I w ould like to  do to  an d  fo r you as I w ould like 
to  be done by if I w ere  in  y o u r place. T he tim e 
h as com e fo r us to  re la te  o u rse lv es as c itizens, n o t 
only to  th e  financial system , b u t to  th e  co u n try  and 
to th e  w orld  in  te rm s  of sacrifice and  se rv ic e —for 
you to p u t first th in g s  first. You m ay  disco v er th a t  
th is  p rin c ip le  w hen once w o rked  o ut w ill be n o t 
u nlike th e  tid e s  of th e  ocean. T h ey  come in w ith  
u n fa ilin g  re g u la rity  and w hen th e y  go ou t th e y  ta k e  
w ith  th e m  n o t only th e  g re a t w ar v esse ls  and  m e r­
ch an tm en , b u t th e  litt le  dory  an d  canoe a re  lifted  
a lik e  upon th e  bosom  of th e  tide. A w ell-know n 
p h ilo so p h er p u t th e  id ea  so m eth in g  like th is: “J u s t 
as in  re lig io u s h y s te ria  a  single te x t becom es a  w hole 
creed, to  th e  exclusion of ev ery  o th e r te x t, and  in ­
ste a d  of b eing  itse lf  su b je c t to  ra tio n a l te s ts  is m ade 
th e  sole te s t  of th e  ra tio n a lity  of e v e ry th in g  e lse .” 
T h a t is th e  m ista k e  of sm all th in k in g , w hich  re s u lts  
in  sm all doing. M ay I u rg e  you ag ain  to  u se  y our 
priv ileg e  as le a d e rs  in  th e  new  day of opp o rtu n ity .

H ow  proud w e a re  of o ur co u n try  and  o ur civ ili­
zation. B ut le t you be n o t u n m in d fu l of th is: T h a t
c u r co u n try  in  th e  days to  com e w ill be ju s t  as 
g re a t and stro n g  acco rd in g  to  ou r ow n co n trib u tio n . 
I t  h as cost us m uch, th e  fa th e rs  h av e  p aid  th e  price. 
W e w ill n o t to le ra te  on o u r sh o res th e  a n a rc h is t or 
th e  B olshevist, b u t w e propose, m eth o d ically , s te a d ­
ily, co nscientiously , to  go a t o ur job of re c o n s tru c ­
tion, h av in g  fu ll re s p e c t fo r th e  blood an d  tr e a s u re  
th a t  h as b een  sp e n t to  m ak e  ou r c o u n try  w h a t it  is, 
and  h an d  dow n to  o u r ch ild ren  th e  h e rita g e  u n su l­
lied  and  p rove to  all th e  w orld  th a t  th is  is a  D e­
m o cracy  w h ere  people know  how  to  p erfo rm  th e  
ta s k  of self-governm ent.
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