Circular No. 19

Series of 1920.
FEDERAL RESERVE BANK

OF DALLAS

PROGRESSIVE DISCOUNT RATES

May 2L, 1920,

TO the Member Baxk Addressed:

In our Circular Letter No. 17, dated May 7th, we indicated that it might become necessary

t0 estabIrsh rogressive rates of discount on borrowrnrgs of our member hanks,

the View of stabrlrzrng conditions, discou grng excessive horrowings and of grvrng
assurance that indispensable crediit will be made availabl# to all banks which are making neede
loans, for purposes of rarsrng crops and live stock and for drstrrbutrn? merchandise an movrng
crops and_ Tivé stock o market, we have decided that rt I5 f0 the best interests of all conceme
t0 make these rates eﬁectrve at once. It 15 a arent that if we permit some banks to horrow
beﬁ/oHdttherr proper rmrt other anks equall eservrng may be deprrved 0f needed credit to
which they are entitled.

In rtsy consideration of what would constitute a normal basic line of accommodatron our
Board of Drrectors has, had due regard for the seasonal requirements. of our member hanks
Jue tote demands mage upon theny for credit to finance our tarmer? in é eir agnc(u turaI an
IVe stock pursuits, and otners In the manufacture and distribution qf products already on hand,
to the end that productron and drstrrbutron of necessities may be strmulated ang not curtaled.
We have, therefore, with the ar% proval of the Federal Reserve Board, established a normal
basic amount of advancesvhrch a be extended. to member banks, equal to the member banks
Pard up and unimpaired capital an surb f This we consider a |1 (beral line, which clasely fol-
ows some of the State laws, and 1S more fiberal than was germrtte by the National Bank Act
before the Federal Reserve System was created. Credit adyances extended up to_and rnclud

ng this basic amount will také the normal discount rate in effect af the time gaper IS submitted.

enever advances to a member bank on redrscounts or member bank fifteen-day promissory
notes, (with the exception explained below) shall grove In an amount greater than ifs
basic_amount, such advances'shall be subject to an increasing discount rate, applicable to paper
of all maturities as follows:
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EXCEPTION: The drrect obligations coIIateraI notes for 15 days or less) of member
banks secured by Lr erty ons gr Ictor 3/ Notes w reh were actually owned by the_borrow-
mg member on A direct obligations of memboer banks secured” by Treasury

Cértificates of In ebtedness actuaIIy owned by the borrowing member, will not be" considered
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as a Rart of the sum constrtutrng the normal hasic amount or any amount in excess thereof:
ogressive rates shall riot ap R){ to sych drrect obligatiofls, In order tq come wrthrn
rs exce tro and not esub ect to Inclusion In the calculation of the normal basic amount an
the subsequent apP licatjon r? tprogressrve rates, each member bank coIIateraI note secured ntl
Treasurg ertrfrca es of naebtedness or by Lrberty Bonds or Vrctory Notes, must be acco
anied % certif rcate from an authorized ottrcer of the applying bank, fo_the effect that the
r erty onds and_Victory. Notes offered are the property 'of ‘the applying bank and were
actually owned by it on April 1 1920 and/or the Tr asur% ertificates of “Indebtedness offered
& coI ateraI securr are actua lly owned by the applyin ank on date of hypothecation,
mgressrv rate shall not attach to the ga er nw under rscount ut new otfermlgi
an rene other than_those secured Bonds_or Vrctorz Notes owned on A
Treasur Certrficates of nebtednesowne shall be Su |Ject to the I|orogressrve
d]scount rate to be hased uﬁon th% then liabili ﬂf the offering member bank gfte déducting
the amount of paper mauring or being paid 0 ay the 0 errng IS accente

Member hanks should contract théir borrowrngs b retrrrntg Ir_rediscounts In advance
whenever possible, and the drscount on pa‘per retiréd b tore matUrity will be rebated at our cur-
rent discount rates accordrng to the class of paper retired

Notwithstanding the liberal constructron hrch wrth the approval of the Federal Reserve
Board, our Board of Directors has_placed upon the amendment to Section 14 of the Federal
Reserve Act, our Executive Committee feels that it is 1ts duty o inquire into the necessity, on
the part of the member bank. for all offerings of pager for rdrscount and erI feel grrvr eged
to obtain from member banks information s to th purBoses for_which the proceeds are” to
be used by them, (unless such information is furnished by the offering bank in a letter of
expllanatéon ac%:ortn anying the offering) and in its discretion may decling offerings for which a
real need IS not shown:

The proqressrve rates above described will be effective on and after the date of this cr-
cuIar and will be applred to all accepted offerings received after this date, whrch when added
to t P rpaper aread% under discount. creates an amount In excess of the off ering hank's capital
and surplus, or. further rncreases that amount 1f already in excess of such caprtal and surplus,
with the eﬁr g Jons nge

_ g and believed that with the co-operation of member. banks, and with a deneral
ermrnatron f capital and speculative loans b¥ all banks ang the limitation of |oans to the in
dispensable needs of actual roductron manufacture and distribution, this action will assure
sufficient credit accommodations to all membeereaSnplésC fully

(N. B—Member bank coIIateraI notes secured wholly or in part b% Lrbert¥ Bonds Vrctor?/
Notes or Treasuw Certificates of Indebtedness not accompanie b}{ e certr icate of owne
ship secrfred or Which are secured wholly or In part by borrowed bonds, will be considered as a
part of the sum constituting the normal” basic amoun or amount in excess thereof, and the
progressive rates shall apply thereto.)



SUPERSEDING ALL PREVIOUS RATES

Faderal Bedeive Ak sy Balias DISCOUNT RATES sEIEeT 1o

OUT NOTICE

DISCOUNT IS CALCULATED ON BASIS OF 365 DAYS TO YEAR 15 B%serand 16Dtaoy590 %XDﬁyosmﬁg
Member Banks’ Collateral Notes—Secured by U. S. Certificates of Indebtedness.....mmnen See Note
Member Banks’ Collateral Notes— Secured by Liberty Bonds or Victory NOLES..mmmmmmmmmmmmmmmmmmnen 5Vi%
Member Banks’ Collateral Notes—Secured by ENgQibIe PAPEr ovscmmmmsmssmssmsssssssss sosnssssss s 6 %
Member Banks’ Collateral Notes— Secured by War Finance Corporation BOndS...s — wos o 7 %
Rediscounts— Customers’ Notes— Secured by U. S. Certificates of Indebtedness. ... See Note See Note
Rediscounts—Customers’ Notes— Secured by Liberty Bonds or Victory NOTES. ... 5/2% 5'12%
Rediscounts—Customers’ Notes— Secured by War Finance Corporation BondS......w: e T % T %
REAISCOUNTS— TrA0E ACCEPTANCES woovvvivservsvssssssesesssessssessssssesssssesessssssesssssss s 6 % 6 %.
Rediscounts— CommErcial PAPET ... s s s s : 6 % 6 %
Rediscounts—Agricultural or Live STOCK PaPer .. 6 % 6 % 6 %

TE—Rate borne cates att ched with minimu
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BD 60— 15005206 Maturities Not Eligible Where Rates Not Quoted





